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MONDAY, MARCH 15, 1954 


Untrep Srares Senate, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to notice, in room 
318, Senate Office Building, Senator Homer Ferguson, chairman of 
the subcommittee, presiding. 

Present: Senators Ferguson, Bridges, Cordon, Young, Knowland, 
Thye, Smith, Hayden, Maybank and Hendrickson. 


DEPARTMENT OF DEFENSE 
Miuirary Securrry Program 


STATEMENTS OF HON. CHARLES E. WILSON, SECRETARY OF DE- 
FENSE; ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT CHIEFS 
OF STAFF; HON. W. J. McNEIL, ASSISTANT SECRETARY OF 
DEFENSE (COMPTROLLER); HON. ROBERT T. STEVENS, SECRE- 
TARY OF THE ARMY; GEN. M. B. RIDGWAY, CHIEF OF STAFF, 
ARMY; HON. ROBERT B. ANDERSON, SECRETARY OF THE NAVY; 
ADM. ROBERT B. CARNEY, CHIEF OF NAVAL OPERATIONS; GEN. 
LEMUEL C. SHEPHERD, JR., COMMANDANT, MARINE CORPS; HON. 
HAROLD E. TALBOTT, SECRETARY OF THE AIR FORCE; AND GEN. 
NATHAN F. TWINING, CHIEF OF STAFF, AIR FORCE 


OPENING STATEMENT OF CHAIRMAN 


Senator Ferguson. The committee will come to order. 

This is the first of the subcommittee hearings on the budget request 
of the Defense Department for funds for the fiscal year beginning 
July 1, 1954. The subcommittee plans to hold these hearings and to 
have as many of them as possible in open session. 

The funds requested in this appropriation bill, of course, we realize 


must come from the people, and they are entitled to all of the facts 
that it is possible to give them consistent with the national security. 

During the course of the hearings, the subcommittee will carefully 
and closely examine all the appropriation requests of the Department 
of Defense. The consideration will be guided by a desire to secure 
for the Nation a defense completely adequate to the needs of the Na- 
tion at the most reasonable cost. 
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We are pleased this morning to have with us the distinguished Sec- 
retary of Defense, Charles KE. Wilson, and Mr. McNeil, who is the 
Comptroller, Adm. Arthur W. Radford, Chairman of the Joint Chiefs 
of Staff. Also present are the Secretary of the Army, Robert T. 
Stevens: Chief of Staff of the United States Army, General Ridgway ; 
Secretary of the Navy, Robert B, Anderson; C hief of Naval Opera- 
tions, Robert B. Carney; and General Shephe rd, Commandant of the 
United States Marine Corps; Secretary of the Air Force Harold E. 
Talbott: and General Twining, Chief of Staff for the Air Force. 


PREPARED STATEMENTS 


The prepared statements of these various witnesses with the ex- 
ception of Admiral Radford have been furnished to the committee, 
and will be inserted in the record following Secretary Wilson’s pres- 
entation, and made available to the press. 


NEW LOOK AT DEFENSE PICTURE 


Senator Frrouson. Secretary Wilson, we would like to hear from 
you at this time, and if it is all right with you and the other members 
of the committee, I would like to have you complete your statement 
before examination starts. Is that all right with you? 

Secretary Winson. Yes, sir. 

Senator Fereuson. Are there any objections from the committee on 
that point? If not, you may proceed. 

Secretary Witson. Chairman Ferguson and members of the Senate 
Appropriations Committee, I am glad for the oppertunity again to 
appear before this committee and to present in some detail the new 
concepts underlying our Se ae national security program as they 
are reflected in the fiscal year 1955 budget for the military functions 
of the Department of Defense. 

When I appeared before you last May, I presented the budget re- 
quest for fiscal year 1954 as revised by the new Defense team. At that 
time, I indicated that “during the summer and fall of 1953, it is 
planned to take a new look at the entire defense picture. This will 
involve an intensive and detailed study of all aspects of greg 
forces, missions, Weapons, readiness levels, strategic plans, and s 
forth—and will provide the basis for the fiscal year 1955 budget.” 

I also stated at that time that the force objectives outlined in the 
fiscal year 1954 budget were interim goals and were subject to what 
ever changes might be indicated by the forthcoming review. As I 
now come before you, I can say that this intensive study has been 
made, and that it has resulted in great and encouraging progress in re- 
orienting our military program for maximum effectiveness and 
efficiency. 

PRESIDENTS STATE OF THE UNION MESSAGE 


In his state of the Union message early in January and in his more 
recent budget message, President Eisenhower has well stated the 
basic philosophy under lying our whole national security program. 
He stated that: 


Since our hope is peace, we owe ourselves and the world a candid explanation 
of the military measures we are taking to make that peace secure. As we enter 
this new year, our military power continues to grow. This power is for our 
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own defense and to deter aggression. We shall not be aggressors, but we and 
our allies have and will maintain a massive capability to strike back. 

He made six essential points which underline the more important 
considerations in our defense planning, the substance of which I would 
like to reemphasize. 

Senator Frreuson. I notice on the sheet “Confidential until re 
leased by Senate Appropriations Committee.” 

There is nothing in here as far as security is concerned ¢ 

Secretary Witson. That is right. It is just a courtesy. 

Senator Frerauson. I saw that particular point and I wondered if 
the following was to be stricken out. Go ahead. 


NUCLEAR WEAPONS 


Secretary Witson. First, while we are determined to use atomic 
power to serve the usages of peace, we will take full account of our 
large and growing arsenal of nuclear weapons and the most effective 
means of using them against an aggressor if they are needed to pre 
serve our freedom. We would propose sharing with our allies cer 
tain knowledge of the tactical use of such weapons. 


KCONOMIES IN USE OF MANPOWER 


Second, the integration of new weapons systems into military 
planning creates new relationships between men and materiel which 
emphasize airpower and permit overall economies in the use of man 
power. 


REASSEMBLY OF STRATEGIC RESERVE FORCES 


Third, these new concepts require maximum mobility of action upon 
the part of all of our Armed Forces, and therefore require the re 
assembly of our strategic Reserve forces as dictated by world condi- 
tions and their maintenance in a high state of readiness to cope with 
any possible acts of aggression. 


USE OF TRAINED MANPOWER 


Fourth, our national defense must rest on the most economical and 
mobile use of trained manpower. Since a professional corps of 
trained officers and men is the teacher and leader of our Armed Forces, 
we must take steps necessary to create conditions of morale and secu 
rity which will retain in the career service the required number of 
long-term personnel. 


SHIP CONVERSION TO MOBILIZATION 


Fifth, the foundation of an effective defense program, which must 
be maintained at a high level of readiness for an indefinite period of 
time, is an industrial mobilization base which can be converted swiftly 
from partial to all-out mobilization if that unhappy course of action 
is forced upon us. 


STRENGTHENED PLAN OF CONTINENTAL DEFENSI 


Sixth, the President placed ampere on a strengthened plan of 


continental defense, which includes provision for improved early 
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warning of enemy attack and the men and materiel to man the radar 
outposts, interceptor, and guided-missile squadrons and other units 
of our air, naval, and land forces devoted to this task. 

These basic concepts I have just noted are the foundation of the 
defense program which I am presenting today. This program, 
unanimously recommended by the Joint Chiefs of Staff and approved 
by the President following consideration by the National Security 
Council, is built around new military plans made in the light of world 
conditions as they presently exist and taking into account available 
manpower and our national resources. It is intended to make and 
keep America strong and secure in an age of peril. 


DEVELOPMENT OF MILITARY STRATEGY 


Now I would like to say a few words about what has been termed 
“the New Look” because I think there is a lot of confusion about it. 
The long range plans of the Joint Chiefs of Staff, on which this 
budget is based, represent the careful and continuing work of our 
militar y planners to develop the military strategy necessary to carry 
out agreed national policies. The key to our ‘military planning is 
found in our national policies. Accordingly, the military strategy 
recommended by the Joint Chiefs of Staff as necessary to carry out 
our national policy was developed with full consideration of the over- 
all national interest. The Chiefs of Staff and their assistants deserve 
a great deal of credit for their outstanding work during the past few 
months. 

While these plans were developed by the new Joint Chiefs of Staff 
appointed last August, a review of our military strategy was indi- 
cated and would have been undertaken no matter who our Chiefs of 
Staff might have been. The shooting in Korea ceased last July and 
has been followed by an uneasy armistice. The military forces of 
the North Atlantic Treaty Organization have been importantly built 

up and our own overall military power greatly increased. Various 
new weapons have become available in increasing quantity and still 
newer ones are in the offing. It has become clear that the threat to our 
security will not reach a peak at any particular point in time, but will 
continue unabated over an extended period of years. 

The New Look is a natural evolution from the crash program that 
was adopted following the beginning of hostilities in Korea at a time 
when it was feared that this might become the opening phase of a 
new world conflict. The military, plans and programs now being put 
into effect are geared to improving our State of preparedness over an 
extended period of time. They provide a level of military strength 
which can be supported by this country not only for the next few years, 
but for as long as may be necessary. They are of course predicated 
on the international situation as we see it today; should it change we 
might have to revise our plans. The plans for 1955 which specifically 
must be finalized at this time are the basis for the budget requests now 
before you. 

COST OF NATIONAL SECURITY 


The cost of national security will remain high for many years. This 
cost must be bearable not only in the sense that the burden can be car- 
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ried without wrecking our economy but also be within the limits of 
what can be sup yorted without re tarding the future growth of our 
country. Over the long pull, economic strength is an indispensable 
prerequisite for military strength. We must not fail in our efforts to 
achieve an ever-increasing economic strength for the free world. This 
strength, together with our faith in our free society, is the real source 
of our military power. 
The military programs evolving from the New Look provide for the 
rapid integration of new weapons as they are proven and become avail- 
able. They reflect the new relationships between men and material 
created by these new weapons. 


ESTIMATED EXPENDITURE RATE 


The amount of the new funds which are being requested from Con- 
gress for the Department of Defense was importantly influenced by 
the new military program. Our estimate of the expenditures that 
must be made during fiscal year 1955 was influenced both by our new 
military program and the commitments previously made under earlier 
appropriations. The fact that we are still in the buildup stage In some 
of our military activities requires expenditures at a somewhat higher 
rate than will be true when the program levels off. This is the reason 
that expenditures for fiscal year 1954 will exceed new money author- 
ized for fiscal year 1954 by approximately $7 billion, and the expendi- 
tures we estimate for fiscal year 1955 will exceed the new funds re- 
quested for that period by approximately $6.6 billion also. The esti- 
mate of the expenditure rate for fiscal year 1955 is approximately $4 
billion less than the estimated expenditures for fiscal year 1954, 
amounting to a reduction of a little less than 10 percent. 

The civilians in the entire Defense Department—and by that I 
mean to include the Army, Navy, and Air Force—have a great respon- 
sibility in regard to the rate of expenditures planned to carry out our 
military programs. Right here I would like to speak of the splendid 
way in which they have cooperated with each other and with the men 
in uniform. This is greatly contributing to the important progress 
that is being made. 

Our duty is to provide a sound defense for this country, and the 
Defense Department must achieve this by obtaining more combat 
effectiveness for every dollar spent. Considerable doubt has been ex- 
pressed in some quarters as to the feasibility of this objective. I 
would like to explain how we are going about this, how it relates to 
military planning, and why I am sure we can do it. 


ECONOMY IN MILITARY AFFAIRS 


There are three distinct methods of achieving economy in military 
affairs. First, there is economy in planning (what some planners call 
“economy in forces”). By this we mean adopting a strategy based on 
the use of selected force elements and weapons systems best suited to 
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security needs. This is primarily the job of the Joint Chiefs of Staff 
who, on the basis of stated national policies, objectives, «nd resources, 
evaluate the capabilities of potential aggressors and devise the most 
effective strategy to meet such conditions. In this they select the types 
of forces and weapons which can provide the greatest military effec 
tiveness within the available manpower and resources. 

Second, there is economy in programing. By this we mean the 
provision of the proper support forces and resources, such as man 
power, materiel and bases required to maintain the degree of combat 
readiness and effectiveness necessary to implement the strategy we 
have adopted. It is in this area where the logistic and manpower 
planners spell out the detailed military requirements of men and 
materiel which in the end determine the money to be requested. 

Economy in programing also means the achievement of a proper 
balance among all the various elements making up a military pro 
gram. Men, materiel, bases, activation of new organizational units, 
training rates, activity rates, deployments—all must he projected 2 
and 3 years into the future and must be kept in balance. 

Third, there is economy in operation. This relates to the execution 
of the plans and the accomplishment of the programs that have been 
laid out and are reflected in the annual budgets. This is the area 
which has received the most public attention and at which most of 
the criticism of waste and inefficiency has been directed. It is impor 
tant, yet it is really just 1 of the 3 general means of achieving greater 
economy. This third classification of important areas in’ which 
greater economy can be effected—economy in operation—particularly 
requires the interest and cooperation of hundreds of thousands of men 
and women in the services. Steps are being taken to encourage and 
cultivate this important type of cooperation. 

It is in this third category that we have perhaps been criticized the 
most in the Defense Department because so many hundreds of thou- 
sands of men and women—literally millions of them—have been in 
and out of the services. Each of them has seen some waste—some 
waste of their own time or of someone else’s time, some waste of ma 
terial, or something or other that they realize could be done better. 

Therefore, when we say that our objective is to achieve more defense 
for every dollar spent, | would like to emphasize that we —— to 
do this by making intelligent savings through economy in forces, 
eConomy In programing, and economy in operations. 


ECONOMY IN FORCES 


Economy in forces is reflected in the carefully considered and unani- 
mously agreed long-range plan of the Joint Chiefs of Staff, of which 
the fiscal year 1955 phase is reflected in this budget. 


EBOONOMY IN PROGRAMING 


Economy in programing is receiving the concerted and conscientious 
effort of the military and civilian members of the Defense team in ex- 
amining and validating the planning factors and procedures used in 
the computation of manpower, materiel, and construction require- 
ments and in determining peacetime stock levels and war-reserve re- 
quirements. These reserve requirements include both trained 
personnel and plans for quickly training others, both stockpiled ma- 
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terial and capacity quickly to achieve mass production of great quan- 
tities of all military products required. We are also carefully and 
continuously examining the gearing together of all componerts and 
the balanced buildup of all i requirements. 










ECONOMY IN OPERATION 






Economy in operation is likewise receiving the day to day and month 
to month attention of all of us. The Defense team, both military and 
civilian, is working hard to improve the organization, procedures and 
methods of the whole Defense Establishment and to stir up greater 
interest in these objectives farther down in the organization. Much 
progress has already been made. The Office of the Secretary of De- 
fense has been reorganized and the administrative structures of the 
three Military Departments are being carefully examined with the 
purpose of simplifyi ing them and making them more flexible, respon- 
sive, effective, and efficient. All of these efforts are helping to achieve 
every intelligent economy that can be realized through improved 
management and administration in the better control of men, ma 
teriel, and money. 















INTERIM AIR FORCE GOAT 








Phe fiscal year 1954 budget provided for maintaining the combat 
units of the Army and Navy at approximately 1953 levels, and estab 
lished an interim goal of 120 Air Force wings pending review of all 
force objectives by the new Chiefs of Staff. The fiscal year 1955 
budget incorporates the new force objectives and continues a rapid 
buildup of air strength, and the creation, maintenance, and full ex 
ploitation of modern airpower. Our military planners and those of 
other nations of the free world agree as to the importance of airpower. 
This is a logical result of the application of the “economy in forces” 
principle I have just described. You will see in this budget, therefore, 
some greater emphasis on both Air Force and naval airpower. The 
budget calls for a continuing increase in expenditures for airpower in 


fiscal year L955. 














STRENGTH 





ANTICIPATED AIR FORCI 











By July 1, 1957, we plan that the Air Force will be organized into 
137 wings, of which 126 will be combat wings, together with necessary 
combat-support units plus Air National Gu: ard and Air Reserve units. 
The air arm of the Navy will include 16 carrier air groups and 15 car 
rier antisubmarine warfare squadrons; all fleet air units will be supple 
mented by appropriate combat-support elements. 

Chairman Briocrs. I do not want to violate your agreement here, 
but the Secretary refers to combat wings and then he refers to air 
groups. For the purpose of the record, what do you mean by an air 









group so we may get the picture / 

Secretary Witson, The Navy and the Marines speak of them a lit- 
tle differently than wings. If you do not mind, I can explain it to 
you later 

Chairman Bripees. Thank you. 

Secretary Witson, The Marine Corps will have three air wings and 
appropriate combat-support elements; and the Naval and Marine 
Corps Air Reserve will reach a high state of readiness. 
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ADDITIONAL EFFECTIVE FORCES 


While this budget places proper emphasis on airpower, there is still 
the need, and there will continue to be a need, for increasingly effective 
land, amphibious, antisubmarine and other forces. We aim, through 
full recognition of the capabilities of new weapons and techniques, and 
effective planning for Ready Reserves of both men and materiel, to 
build up the capabilities of Army, Navy, and Marine forces. 

Army forces at the end of June 1955 will be organized into 17 divi 
sions, 18 regiments, and regimental combat teams, and 122 antiaircraft 
battalions, together with appropriate supporting elements. This is a 
reduction of 3 divisions from the high level achieved during the Korean 
war. It isthe same number of regiments and regimental combat teams 
and is an increase of five in the antiaircraft battalions. The present 
planning includes an increase in the number of National Guard divi- 
sions from 25 to 27. The National Guard antiaircraft battalions will 
also be increased from 101 to 112. It is contemplated that a number of 
these National Guard battalions will be on site as part of the forces for 
continental defense. The exact number and phasing of these units will 
depend on studies and field tests now being conducted by the Army. 

Great progress will continue to be made in expanding the number of 
antiaircraft battalions equipped with NIKE guided “mnissiles. This 
strengthening of our antiaircraft capabilities reflects part of the em- 
phasis in the 1955 budget on improved continental defense. 


NAVY FLEF1 


At the end of June 1955, the active fleet of the Navy will consist of 
1,080 ships, of which 404 will be major combatant types—aircraft 
carriers, cruisers, destroyers, submarines, and so forth—and 676 will be 
mine warfare, amphibious warfare, patrol, and auxiliary vessels. This 
will reduce the active fleet by 49 ships, only 4 of which will be major 
combatant types. The Marine Corps will maintain 3 combat ready 
divisions with necessary supporting elements, the same as they have 
now. 

DECREASE IN TOTAL MANPOWER 


As we increase the striking power of our combat forces by the appli- 
cation of technological advances and new weapons and by the continu- 
ing growth of airpower, the total number of military personnel can 
be reduced. At the end of December 1953, there were approximately 
3,402,900 men in our Armed Forces, 1,481,200 in the Army, 765,400 in 
the Navy, 243,800 in the Marines and 912,500 in the Air Force. By 
June 30; 1954—this coming June—this total number will be decreased 
to about 3,330,000, and on the basis of the pli in underlying this budget, 
military personnel at the end of June 1955 will be reduced to about 
3.047,000—1,173,000 in the Army, 689,000 in the Navy, 215,000 in the 
Marine Corps, with the Air Force increasing to 970,000. Between 
December 1953 and June 1955, therefore, the Army forces will be re- 
duced approximately 308,200, most of the reduction coming out of 
other than combat units. Navy forces will be reduced by 76,400, and 
Marine forces by 28,800. The Air Force will increase by 57,500. I 
should like to point out that, whereas a year ago the Air Force con- 
sidered that 1,200,000 men were the minimum requirement for a 
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slightly larger program, on the basis of better planning and pro- 
graming, it now finds that it can achieve the same 126 combat wings 
that were in its earlier plan with less than 1 million raen. This change 
is a tribute to the military and civilian officials in the Air Force who 
are addressing themselves seriously and conscientiously to the con 
tinuing task of achieving increased effectiveness of the Air Force and 
at the same time achieving economy in manpower and materiel. 

Let no one assume that this problem of increasing effectiveness with 
lesser manpower is one which can be solved by easy and pat solutions 
or by any one big move. It requires thousands of things done well. 
The present high rate of military personnel turnover under our pres- 
ent system is a very expensive way of doing business. The possibility 
of reducing this turnover offers opportunities for great savings and 
improvement in morale. If we can create the conditions wherein 
more people will decide on military careers as their life work or at 
least encourage longer periods of service, it too will help us to build 
a stronger organization for less money. This is particularly true on 
account of the skills and experience required to operate and maintain 
the complicated military weapons we have now and the even more 
complicated ones we will have in the future. These technical develop 
ments require a higher order of training and mentality on the part of 
many of the men in the service. ‘To the extent that more men and 
women can be attracted to adopt military service as a career, turn 
over will be reduced and efforts to increase efficiency coe economy in 
manpower will pay off both in effective military strength and cost. 
It is my hope that progress along these lines w ill enable us to show a 


somewhat lesser requirement for military and civilian personnel in 
budgets for fiscal year 1956 and subsequent years. In approaching 
this problem, we are concerning ourselves with all matters which con 
tribute to improved morale, including fringe benefits and those things 
that add dignity and security for men and women who have chosen 
military service as their careers, 


UNEXPENDED CARRYOVER FUNDS 


Before discussing the new money we are requesting for fiscal year 
1955, I would like to call your attention to the matter of unexpended 
carryover of fiscal year 1954 and prior year funds. We entered the 
current. fiscal year with an unexpended balance of funds of about $62 
billion. By next June 30 we estimate that this unexpended balance 
will be reduced to $51.6 billion—$14.2 billion, Army; $13.5 billion, 
Navy ; $23.6 billion, Air Force; and approximately $300 million inter 
service activities. These funds will carry over for expenditure in 
fiscal year 1955 and to some extent thereafter. 


BUDGET REQUEST 


In the budget before you, we are requesting $29,842 million, not 
including $1, 108 million for milit: ary public works—largely Air 
Foree—which is proposed for later transmission. Of this $29,842 
million of new money, $8,211 million is for Army, $9,870 million for 
Navy, $11,200 million for Air Force, and $561 million for interservice 
activities. The largest component of this latter amount is for retired 
pay of military personnel. This new money, together with our esti 
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mated carryover, will make the following amounts available for ex- 
penditure during fiscal 1955 and subsequent years : Army, $22.4 billion ; 





. — 
Navy, $23.4 billion; Air Force, $34.8 billion; and approximately $000 
million for interservice activities—a total of $81.5 billion. That will 
be the credit we will have in the bank. If the Congress acts favorably 
on the request for $1.1 billion military public works proposed for later 
transmission, this will increase the funds available for expenditure 
in fiscal 1955 to over $82.6 billion. On the basis of estimated expendi- 
tures during fiscal 1955 of $87.6 billion, and making allowance for 
funds which will lapse at the end of that year, we estimate that the 
unexpended balance to be carried into fiscal 1956 will be reduced to 
approximately $44 billion. 
























SHIPBUILDING AND CONVERSION 





In arriving at the amount of new funds requested, the most careful 
consideration has been given to unobligated and unexpended balances 
available from prior years. The effect on fund requirements of the 
program changes has also been taken into account. It will be noted 
that no new authority for Army major procurement and production 
is requested. The cease-fire in Korea importantly changed this re- 
quirement. On the other hand, the budget provides new obligational 
authority for naval shipbuilding and conversion programs of $1.1 
billion. This will result in a small stepup in the level of shipbuilding 
in the years immediately ahead in order to meet the problem of a 
large part of the fleet becoming obsolete at one time due to the fact 
that a substantial part of it was built during World War II. The 
budget also provides $50 million to initiate new construction for the 
Military Sea Transportation Service, and is the initial step in a pro- 
gram to modernize the ships of this essential function which serves 
all three departments. These programs will result in a somewhat 
higher level of shipbuilding expenditures after fiscal 1955 than the 
roughly billion dollar level being maintained in fiscal years 1954 and 
L955. 


AIRCRAFT PROCUREMENT 





New obligational authority of $4.4 billion is requested for the budget 
category of aircraft procurement, of which about $2.5 billion is for the 
Air Force and a little over $1.9 billion is for naval and marine air 
programs. In the case of the Air Force, this request, together with 
about $1.6 billion of unobligated funds available from fiscal year 1954 
and prior appropriations, will permit the Air Force to place new con- 
tracts to the amount of $4.1 billion for aircraft of the latest and most 
advanced types. This will be in addition to an estimated unexpended 
balance of $12.6 billion for planes under contract but undelivered at 
the end of fiscal year 1954. It will contribute to the maintenance of 
a healthy aircraft industry and at the same time will permit the Air 
Force to build up to 137 wings in an orderly manner by July 1, 1957. 
The necessary base construction and manpower training program will 
be kept in balance with the combat aircraft production buildup. 

New authority requested for naval and marine aircraft will permit 
the Navy to place orders for $1.9 billion of modern aircraft in fiscal 
year 1955. These funds, together with over $5.5 billion of planes 
financed but undelivered as of June 30, 1954, will provide a substanti- 
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ally improved state of modernization for naval and marine air forces, 
and improve the readiness of the Naval Air Reserve. 


MILITARY PERSONNEL COSTS 


New obligational authority for military personnel costs of about 
$10.7 billion is $600 million less than provided by the Congress for the 
current fiscal year. It reflects the economies which have been made 
in this area, in the program to reduce stock levels for easy to get items, 
and the lower personnel strengtis. 


OPERATION AND MAINTENANCE 


New funds for operation and maintenance of airplanes, ships, mili 
tary installations and equipment, also show a $600 million reduction 
to a little over $9 billion. Funds are requested to maintain the 
research and development program at approximately the same level 
as during the current year and to expand and improve the reserve 
component program. 


MILITARY PUBLIC WORKS 


Approximately $1.1 billion for military public works is proposed 
for later transmission. Most of these funds will be required in con 
nection with the Air Force build up to 137 wings and in connection 
with the expanded program of continental defense. 

Last April we estimated that expenditures for the current fiscal 
year would be approximately $43.2 billion. Our present estimate of 
expenditures for this year is a little over $41.5 billion, or roughly $1.7 
ee less than our estimate of last April. This reduction represents 

) part savings that have been achieved as a result of a program of 
vise spending initiated since last Tantaey: and in part because of the 
cessation of hostilities in Korea. 

Expenditures for fiscal year 1955 based on the budget now before 
you are estimated at a little less than $37.6 billion, a reduction of 
almost $4 billion from the estimate for the current year and over $6 
billion from the expenditure peak in fiscal year 1953. Practically all 
of the reduction from the current year will be in military personnel 
costs, in operation and maintenance, and in those areas of major pro 
curement and production such as vehicles, ammunition, production 
equipment and some other major items where the capital investment 
will have already been made for new equipment and a substantial 
portion of required mobilization reserves. On the other hand, 
penditures for a number of major programs will remain at approxi- 
mately the current level and others, particularly in the electronics 
and guided missile areas, will be increased. 


ANTICIPATED EXPENDITURES 


For example, expenditures for complete aircraft and concurrently 
procured spares on the part of the Army, Navy and Air Force will 
total $8.3 billion, approximately the same general level as in 1954 
These aircraft procurement expenditures alone will account for 22 per 
cent of our defense expenditures in 1955 compared with 20 percent in 
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1954, 17 percent in 1953 and 12 percent in 1952. Expenditures for 
shipbuilding will be approximately $1 billion, the same level as in 
the current fiscal year. Similarly, expenditures for military public 
works of $1,650 million and research and development expenditures 
of $1,350 million will continue at approximately current levels. 
Planned expenditures for Reserve components—National Guard and 
other Reserve forces, will increase by approximately $100 million as 
the program to create more effective Reserve forces receives greater 
emp 1asis. 


AMMUNITION PROCUREMENT AND ACCOUNTABILITY 


Upon assuming responsibility as Secretary of Defense a little over 
a year ago, 1 found that the stocks on hand of some critical items of 
ammunition, as well as the location of some of these stocks, was less 
than satisfactory. It was evident that the assembly of information 
on this program was inadequate for proper management decisions and 
that the responsibility for the program was so diffused as to prevent 
a cleancut determination of accountability. Steps taken by the forme 
Secretary of Defense, Mr. Lovett, in the latter part of 1952, and the 
steps we have taken since that time have gotten the ammunition situa 
tion in hand. Actions have been taken within the Army to simplify 
procedures, and John Slezak, currently serving as Under Secretar) 
of the Army, has been designated as the focal point of responsibilits 
for ammunition. While progress has been made, there is still work 
to be done in further clarifying the lines of authority and accounta- 
bility and improvement in the flow of essential information. 

During the fiscal years 1951 through the request contained in the 

1955 budget, approximately $13.5 billion will have been available for 
the procurement of ammunition and explosives. In fiscal year 1951 
expenditures for ammunition were $402 million; in 1952 they in- 
creased to $1,357 million; and in 1953 to $2,344 million. In the current 
fiscal year ending next June 30, we anticipate the expenditures for am- 
munition will be almost $3.4 billion; and in the fiscal year 1955 about 
$1.9 billion. Thus, as of June 30, 1955, approximately $9.4 billion will 
have been spent for ammunition and the carbon and there will remain 
unexpended funds of approximately $3.7 billion after allowing for 
certain funds which will lapse during the period. 

The high rates of ammunition production during the past year have 
provided us with substantial stocks of all major items of ammuni 
tion, and mobilization reserves are being accumulated. With the 
cessation of combat consumption of ammunition in Korea, mobiliza 
tion reserves of many important types have been accumulating rapidly. 
In order to maintain an effective mobilization base and avoid the early 
necessity of shutting down production completely, ammunition pro 
duction schedules are being modified so that active production lines 
will be maintained for a longer period than would otherwise be pos 
sible without accumulating excessive reserve stocks. 


KOREAN WAR FUNDS 


I would like to mention at this point the funds provided in the fiscal] 
year 1954 budget for the Korean war. When we presented the re- 
vised fiscal 1954 budget last year, we included approximately $2.2 
billion to provide fully for combat operations in Korea and for the 
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cost of equipping additional Republic of Korea divisions. We stated 
that these funds would not be used unless required, and appreciate 
the confidence shown by the Congress in providing these funds without 
imposing restrictive provisions in the Appropriations Act. Although 
the buildup of the ROK divisions is progressing as planned, and cer 
tain additional costs are involved in maintaining our forces on a 
combat alert basis, in Korea, I am pleased to inform you that virtually 
none of the $2.2 billion you provided for Korean costs will be obligated 
during the ec urrent fiscal year. The availability of these amounts has 
been taken into account in determining the new funds required for 
fiscal year 1955. 

There has been some concern with respect to the announced plan for 
withdrawing two divisions from Korea. It should be remembered that 
we moved a Marine division over there during the last month before 
the armistice; we moved additional men out of Japan into Korea; and 
a magnificent job has been done in training and equipping Republic of 
Korea forces. When I was there in December 1952, there were 10 
Korean divisions in the line and 2 in training. Our present plan is 
for 20 fully-trained and equipped Republic of Korea divisions, and we 
are well along to achieving that objective. Our air and naval forces 
in the area are sizable and highly trained. 

I am sure the budget now before your committee is a fundamentally 
sound one. As we continue our work in preparing for operations in 
fiscal year 1955 and give the detailed estimates further consideration, 
it is possible that we will be able to make minor adjustments in some 
areas. In one broad area it has already been possible to make adjust 
ments in the amounts being requested. I have directed the depart- 
mental witnesses to call any such items to the attention of the com 
mittee during the course of the hearings. 

The task we have set for ourselves in accomplishing the objectives 
of this budget is not an easy one. It will require taking some courses 
of action which will require shifts in production and employment, 
relatively minor in comparison to the total defense production but 
important to those directly affected. In some areas of major procure 
ment and production, such as vehicles and ammunition, production 
schedules have been or will have to be sharply curtailed: in other 
materiel areas, schedules will have to be reduced in order that an 
active production base can be maintained as long as possible into the 
future. The whole construction area continues to be examined and 
reexamined, and work is being scheduled so as to give priority to con 
struction for continental defense, necessary overseas installations, and 
only the most essential construction projects in the continental United 
States which are necessary to our new program. We are continuing 
to examine our research and development program on a selective basis 
with careful administrative control to make sure that there will be no 
across-the-board reductions, but that adequate support will be given 
to the most urgent and promising projects. In conformance with the 
planned re sductions in military personnel in the Army, Navy, and 
Marine Corps, training and other facilities will have to be adjusted 
to maintain a high level of facility utilization. Civilian personnel 
will be reduced wherever practicable. Many of these actions will 
require hard decisions and various groups will undoubtedly put pres- 
sure on you and on us to continue the activities in which they are 
interested, even though they are not now needed. Yet if we are going 
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to make every dollar count for defense and achieve sound fiscal and 
economic objectives, we will have to withstand these pressures and we 
will need your help in doing so. 


ADEQUACY OF MILITARY STRENGTH 


In conclusion, I would like to reaflirm my strong conviction that the 
military program upon which this budget is based is soundly con- 
ceived. It pone nts the considered judgme nt of the Joint Chiefs of 
Staff, the National Security Council, and the President. It provides 
for military strength which will be adequate for the security of the 
United States in cooperation with other nations of the free world 
under the conditions that we foresee today. It involves the con 
tinuing reexamination of our military position and the world situa 
tion. It is our firm belief that by exercising sound economy in forces, 
in programing for their materiel and manpower requirements, and in 
the day-to-day and month-to-month operations in carrying out these 
plans, we can continue to properly and adequately provide for our 
national security for the foreseeable future at a cost which is within 
our economic capabilities. 

Senator Frrcuson. The Chair will pass his examination of the Sec- 
retary of Defense at the present time, and I will ask the chairman of 
the full committee, Senator Bridges, if he has any questions. 


FOREIGN AID 


Chairman Brees. Mr. Secretary, last fall persistent reports de- 
veloped in the country and in high sources in Government on a plan 
to bring the foreign-aid program and the national-defense program 
under one overall budget. Many people, including Members of Con- 
gress, were disturbed over the possibility of the estimates for foreign 
aid, or mutual-defense assistance, being camouflaged in the budget. 
I notice you have not mentioned it at all, and as far as I can determine 
it is not included in your budget. 

Has that idea been dropped, or is it to be mentioned later ? 

Secretary Witson. I do not think it ever was our idea, Senator. We 
think the items should be kept separate, but they ought to be adminis- 
tered together. In other words, if we need ammunition for our for- 
eign commitments, and we need some ourselves, we ought to put that 
together and plan the whole business, and follow it together. The De- 
fense Department, speaking for myself and my associates, stands 
ready to do what you gentlemen want us to do. In other words, what 
the President and the rest of you think is the most effective way to 
do it. Secretary McNeil here has been considering the problem for a 
long time. We cannot handle the program with the most efficiency 
and the least appropriated money by acting like it was a completely 
separate operation. When the military-assistance program places an 
order, they ask the Army to handle it. Under the present system it is 
as though you were actually buying through another concern. You 
have to have an awful lot of extra credit to take care of the extra time 
it takes to handle it. 

We think there are ways of improving it, and with a certain amount 
of appropriated money we can get what is actually required. 

As far as I am concerned, I think excess funding and requests for 
money too far out ahead lead to frozen plans and “inefficienc y in ex- 
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penditure. It is just like an individual that has extra credit in the 
bank; he may spend it a little more freely than he would if he had 
to be careful about the amount of money available. We are working 
on the problem and studying how best to do it. I am sure that we 
will have a recommendation from the other side of the family, the 
military assistance side of it, on how to technically set it up. 

Chairman Brinvees. Then from your comments, we would be led 
to believe that the statements and publicity and comments that were 
made last year on this came largely from Harold Stassen and his or- 
ganization, and that you were not immediately concerned, except as 
carrying out the policy if it was put into effeet, rather than proposing 
it. Is that the status of it? 

Secretary Wiison. Senator, as the Secretary of Defense, I already 
had a big job. I was not reaching for any more assignments unless it 
was really the sound thing to do, and everyone w anted me to do it. 
If that is what they want me to do, I will undertake it, and organize it 
the best I can. 

Chairman Brivcers. The idea did not come from you or your Depart 
ment? 

Secretary Witson. No, sir. 

Chairman Brinces. It came from elsewhere. 

Secretary Wiison. The idea that Mr. McNeil has had for a long 
time of a plan for reducing the amount of funds we ask for as early as 
we ask for them and to make possible more effective administration 
of the program with better accounting. That has been in the process 
for a long time. I would be glad to “have him speak to the point if 
you like. 

Chairman Briers. I would be glad to hear him. 


SEPARATE PROGRAM FOR DEFENSE AND MILITARY ASSISTANCE 


Mr. McNett. I think the impression that there would be just one 
consolidated eee was probably a misunderstanding. We 
have felt that the program should be presented and identified sepa 
rately for defense and military assistance. However, as Secretary 
Wilson just mentioned, once the appropriation has been made and 
identified by Congress for defense and military assistance, we do 
need, and there is a proposal en route to you now, which would give 
us authority to consolidate certain of these funds so that in the 
administration of them they can be handled as a single program. 


ACHIEVEMENT OF NEW LOOK 


Chairman BrincEs. Now, Mr. Secretary, I notice one of the ways in 
which you plan more defense for less money in the so-called New Look 
has to do with the economy in the use of personnel, which I think is 
one of the sound parts of your program. Would you want to give 
the committee more information on how you are achieving that? I 
do not know that you have available the information now, but would 
you have furnished for us during the hearings here, if nobody has it 
available now, the overall cost of maint: uning a GI, a marine, an ai 
man, and a seaman, and by that I mean the cost of their pay, their 
clothes, their equipment, their food, their supplies, and the overall cost 

44991542 
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per year of supplying one? That would give us a little picture as we 
approac h the savings on personnel. 

Senator Haypen. Would you mind asking him, Senator, to give the 
same information with respect to civilian personnel, because I suspect 
that there are instances where military personnel is usec at a greater 
cost to the Government than if a civilian was employed. 

(The information referred to follows :) 


Estimated cost in fiscal year 1955 for maintaining military and civilian personnel 


MILITARY PERSONNEL 


Aly Overall 
Force average 


M ilitary personnel costs (pay and allowances, cloth 

ing, subsistence, permanent change of station 

travel, and other military personnel costs $3, 183 $3, 424 $2, 795 3, BE $3, 32) 
Operation and maintenance of posts, camps, s 

nd related equipment 12, 852 


Votal 6,173 


his amount excludes the ; major procurement such as ships, tanks, aircraft, and other heavy 


equipment, It is estimated tl it costs approximately $2,300 to supply and maintain a man without in 


cluding charges for the operation of aircraft, ships, and other heavy equipment 
CIVILIAN PERSONNEL 


Average salary (includes overtime, holiday, and other special rates $3, 875 


Secretary Witson. We are conscious of those points. If you would 
like to have this information we will certaimly get it for you. From 
ny own point of view, it does not help me much, because we need the 
Navy, Marines, Air Force, and Army people just the same. The im- 
portant thing is to get our Defense Department, including the Army, 
Navy, Marines, so that all the people in there understand what their 
duties and responsibilities are, and too many people down in the oufit 
do not waste their time poorly administering poorly defined policies. 
In other words, the people know what they are expected to do and can 
promptly get at it ins stead of too many of them talking over what 
ought to be done. We had reduced civilian personnel by 150,000 peo- 
ple the last time I looked at the figures. We have done ‘it: rather 
quietly, without any mass layoffs, and with no great hardships to indi- 
viduals. We have eliminated jobs and committees and when someone 
quit or moved or died, we have not replaced him, unless we had to. 
That is the way industry handles its business. 

Senator Frerauson. Is that civilians / 

Secretary Witson. Yes; over 150,000, 

Senator Feravson. That would be United States citizens. 

Secretary Witson. That is what I am talking about. That is not 
the indigenous personnel that we have talked about. I do not like to 
brag about laying people off. That is not the way most of it was done. 
We just did not hire new ones. So we did it rather smoothly, I think. 
Maybe it is all right for me to say a good word for the Defense De- 
parment once ina while. 

Chairman Brinees. [ think so, sir. I for one am very delighted 
that you can operate with less personnel because I think that is one of 
your greatest expenses. 

To follow that up just a moment, are you manning the ships of the 
Navy, and are you supporting the Air Force wing with less supporting 
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personnel than before’ In other words, have you developed an effi- 
ciency in use of manpower ¢ 


MANNING TABLES 


Secretary Witson. We call that “tables of organization” or “man 
ning tables”, if I understand what you are talking about, and we have 
made a special study of that. The study indicated that 160,000 jobs 
were not needed or could be combined with other jobs, so we have elimi- 
nated 160,000 positions. Before the study was made the manning 
tables indicated these positions had to be filled. Now we recognize 
that we do not have to do it that way. 

Chairman Brinces. I read in a paper over the weekend that the 
Air Force had eliminated military personnel from kitchen duty in 
a certain Air Force base, and substituted civilians. Is that part of 
the program or is it experimental ? 

Secretary WiLson. complies the Air Force in my statement 
today by citing the good job they have done since they realized last 
spring that there was a job there todo. To begin with, some people 
criticized us because they felt the manpower limitation was hurting 
the Air Force. The only limitation on them was 960,000. I would 
like to point out that they accepted the task, and when they really 
worked at it, their military strength was reduced to 912,500 at the 
end of December 1953. So they made important progress in elimi 
nating the jobs that were not contributing to Air Force strength and 
by concentrating on combat effectiveness and on things that were more 
important. The program had gotten somewhat out of balance 
Earlier we had a certain program geared to a fixed D-day to have 
everything ready. The things that were easy to do like increasing 
manpower, the types of mz teriel that were easy to get were up there, 
but other parts of the program, such as airbases and airplanes, were 
not. For instance, you could have the janitors and the grasscutters 
and the cooks and so on pretty easy, but the trained pilots and the 
planes for them to fly were something different. When they went 
over the whole business and put it into balance, they did quite a job. 
I think they are entitled to have it mentioned. 

Chairman Briners. I would like to ask the Air Force in this cor 
nection, was this a change for economy ? 

Secretary Tatsorr. That is an experiment in just one spot where we 
are trying it. 

Chairman Briners. That is what I wanted to know. 

Now, Mr. Secretary, it is indicated from what you have said here 
that you have reduced the manning level of personnel on ships and the 
number of personnel assigned to an Air Force wing by a table of 
organization, is that correct? Is that one of the savings ? 


TILEORY ON PERSONNEL ASSIGN MENT 


Secretary Witson. We are working at it both ways. The tables of 
organization and other manning tables are one approach and we have 
gotten that worked over carefully. Then in addition, we are work 
ing day to day on a case by case basis all through the organization. 
We have to have the help and interest of thousands of people to really 
make the organization more effective. It is awfully hard to get around 
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and see these things. Secretary Talbott has made a great point of 
doing a lot of traveling and getting out and seeing what is going on. 
You cannot audit the whole business from the P entagon through paper 
work. You have to go out and see the activities that are going on. 
Do the people really have enough to do or not. 

Chairman Brivees. That is one of the big savings, in personnel, both 
civilian and military. 

Secretary Wi:son. I hope you will not be too impatient about it, 
because what I am talking about takes time. We have to improve the 
attitude we have in the Defense Department and improve the desire 
to get the job done well. Actually no man really lhkes to waste his 
time. He will do it and collect the money, but he would rather feel 
that he is earning the money he is being paid. He would like to feel 
that his personal efforts are not being wasted, whether he is a janitor 
or a top technician, a private or a general. He would like to feel that 
personally his efforts are being appreciated and that he is accomplish- 
ing something. I am willing to bet on that in the case of the great 
majority of men and women in this country. It is what makes the 
country great. 


FURTHER DISCUSSION OF KOREAN WAR FUNDS 


Chairman Bripers. Mr. Chairman, just one more set of questions 
here at this time. 

Mr. Secretary, you mentioned that virtually none of the $2.2 billion 
provided for the Korean war costs for the current fiscal year will 
be obligated. Are these funds clearly identified in the Army budget? 


Mr. McNett. Yes, sir, they can be identified. 

Secretary Wiison. The shooting stopped in Korea at the beginning 
of the budget year. We were very careful about that and Secretary 
Stevens was very anxious not to place the contracts and make the 
move until the last minute that we could put it off. That was the 
understanding we had last spring. 

Chairman Briners. These particular funds for the Korean war 
account to a large degree for the unexpended, unobligated balance 
in the Army procurement production funds; is that correct? 

Secretary Srevens. It is a major item. It is not the only item. 

Chairman Briocrs. What is your proposal regarding these funds? 

Secretary Witson. Spend them instead of asking for new funds. 

Mr. McNett. I think I can answer that. In a number of accounts, 
as you proceed with the hearing, you will find that we have taken 
into account the amounts that were not obligated in this year. When 
ever they were of the continuing type of appropriations they were 
taken as a credit on our new request. When they were of the annual 
appropriation type, and there is an excess of a billion dollars in that 
category, they will lapse on June 30. 

Chairman Bripers. Mr. McNeil, the point I want to get at is this. 
You had $2.2 billion in these Korean war items. You have explained 
that part of them are continuing and part have lapsed. Is there not 
some way we can use those funds to reduce the current request for the 
fiscal 1955 budget ? 

Mr. McNet. In the case of continuing type funds we did apply 
them to the credit to reduce the amount requested, 
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Chairman Brivees. You have already done that. What parts of 
them are set up in that way / 


UNOBLIGATED FUNDS 





Mr. McNeit. In the case of the Army there will be a little over $4 
billion in the procurement and production account that will not be 
obligated on June 30. ‘Therefore, the request for new funds is for 
zero in the budget before you, although the Army will have a $1.9 
billion procurement program next year. In the case of the Air 
Force there is $1.6 billion for aircraft which will not have been 
obligated by next June 30. The new buying program in fiscal 1955 
is a little over $4 billion. The new request for aircraft procurement 
is the difference of about $2.5 billion. ‘That is the way these unobli- 
gated funds have been applied all the way through. 

Secretary Winson. At the beginning of fiseal 1954 we had an un- 

expended carryover of $62 billion. At the end of June 1955 we 
figure it will be only $44 billion. That is $18 billion reduction. 
About $14 billion of that is due to the fact that we are spending 
money faster than we are asking for new money. There is roughly $4 
billion of annual funds that will lapse in the 2 years and not be 
spent. Some of this money you are talking about—I do not know 
how much at the moment without the figures here—will get into that 
category. The money that was for physical goods and so forth, 
what Secretary McNeil calls continuing money, we will go ahead and 
spend for the kind of things we need. 

Chairman Brivess. In other words, you have this all set up and 
programed so that this money cannot be used for the purpose which 
I have raised — is that the point ? 

Mr. McNett. I do not believe I understood your question. 

Chairman Bripges. My point is that if you had $2.2 billion, part 
continuing and part lapsing, could not your budget be so organized 
that part of the $2.2 billion could be used to reduce your budget re- 
quirements for next year ? 

Secretary Wixson. There is another point. I think I get what you 
are thinking about. If this money that by law will lapse, if we had 
enough flexibility so that we ourselves could reassign it, and it looks 
like there is going to be $2 billion that will lapse, and we had the 
flexibility, you could take the $2 billion off our new money request. 

Mr. McNet. Perhaps your question was addressed to the Army 
procurement account, where something in excess of $4 billion will not 
be obligated by June 30. The Army procurement plan for next year 
will not be in that volume. Was that the point that you had in mind? 

Chairman Brinees. It comes down to a simple thing of $2.2 billion, 
clue to the stopping of the Korean war, a substantial part of which has 
not been obligated. My question was simply, and you partly answered 
it, was that taken into account in presenting your new budget, and did 
you apply it so that you asked for less new money, or is there some way 
here that we can still use it for reducing your request for next year. 

Secretary Witson. If you wanted to make some kind of bookkeeping 
adjustment, and as long as you give us the credit in advance—just 
like you have the line of credit in a chain of banks—here is a bank 
where we will lose the credit because we did not spend the money. If 
vou made it flexible enough, as long as we have this amount of new 
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funds that we can spend for the pegent of our plan, then how you 
do it would not make so much difference to us. 


EXPIRED FUNDS 


Mr. McNeu.. In other words, $1,134 million of annual type money 
in the Army not obligated by June 30 could by certain language be 
applied. If you do not do that, it will automatically expire. 

Senator Fereuson. How much will expire ¢ 

Mr. McNetz. $1,134 million. 

Chairman Briers. This Korean war cost of $1,134 million is still 


to be taken into account. That will either expire and go back into the 
Treasury, or we could reappropriate it. 


Secretary Wiison. That is right. 

Chi airman Brioces. Thank you, Mr. Chairman. 

Secretary Witson. One of the points that I think is worth mention- 
ing is that we are not spending money just because we have the author- 
ity to spend it when it is not needed to develop our military program. 
[ think we have pretty well stopped that. It is no credit to anyone 
in the services, and we all look at it that way, to spend money just 
because we have the authority to do it. We are only doing it when 
we get something we need for it. 

Senator Fercuson. Senator Hayden. 


\RMED SERVICES MORALE 


Senator Haypen. Mr. Secretary, it seems to me that morale in the 
armed services is as important as money. I want to refer to a state- 
ment that the problem of attracting more men and women to adopt 
military services careers is being carefully studied. I have been 
alarmed at the reports that come to me about the number of com- 
missioned officers and noncommissioned officers who normally you 
like to have stay and the civilians have left the service. I want to 

tate very frankly that in my judgment Congress is responsible for a 
comedian able part of that. We have listened to complaints of local 
tradesmen and made it more difficult for them to get supplies they 
need at the post exchanges. There are things of that kind that we 
are partly to blame for. I would like to know what you are doing 
with respect to this problem of improving morale and retaining the 
trained men in the service. Without that our experience in every war 
has been that we have not had enough men of military background 
in time of emergency to properly train the men we bring into the 
service. 

Secretary Witson. We are all working on it. We have a number 
of minor bills and things that we are going to ask to have passed to 
try to improve this situation. 

Senator Haypen. All I can say is that I think the armed services 
have been perhaps too timid in their resistance to plans that have been 
proposed in Congress that really have crippled you with respect to 
morale. I hope you stand up and fight. 

Secretary Witson. I do not think the boys are very timid. It is the 
pressure groups that you gentlemen listen to that make us the trouble, 
io be frank about it. 





rs 


In 
ar 
by 
th 
ca 
sl 


al 


ef ot 


ante 


~~ of 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 aT 


Senator FERGUSON. Senator Cordon. 
Senator Corpon. I have no questions. 
Senator Frreuson. Senator Maybank. 


NATIONAL GUARD AND RESERVE FUNDS 


Senator MAyBank. I would like to ask Mr. Wilson 1 or 2 questions. 
In your statement you laid a lot of stress on the necessity for Army 
and Navy career individuals and I thoroughly agree with you. But 
by laying that stress on that way of thinking, Mr. Wilson, what about 
the Reserves and the National Guard? Are you doing everything you 
can’ I notice these appropriations for the guard are not enough 
since they have done away with the 2 divisions in Korea and since we 
are going to reduce the Regular Army some 300,000. Do you not 
think we ought to do a little more with the National Guard and 
Reserve wherever you can ?/ 

Secretary Witson. We are working on that, and you have a very 
good point. The practical point is how we get the men who have 
been trained in the Army particularly—and the same thing is true of 
the other forces—men who served out their 2 years to join up with some 
reserve unit. I am talking particularly about the drafted men, but 
there is also a problem with respect to noncoms and officers. 

Senator Maynank. Are you having much success with that? I 
have been thinking a lot about that. 

Secretary Witson. We have never quite worked up a “Federal” 
Reserve plan. We found out when the Korean war broke out and 
we called a couple of National Guard divisions into service that they 
were not ready for combat. 

Senator Maypanxk. That is what I heard. 

Secretary Witson. Also it put an undue load on a couple of States 

local communities to take away many able-bodied men. It also 
gave them an exposure to casualties out of proportion to the whole 
population of the country. As the war went on in Korea, and we 
had replacements and turnover as the men’s time expired, we actually 
filled those guard units with people from all over the United States. 

Senator Mayrank. | know that. I was talking about the peace 
time situation. 

Secretary Winson. You have your finger on a very important 
matter, and that is how do you soundly work out this Reserve problem. 

Senator MaypanK. So we can keep it going. 

Secretary Witson. So that the young men in the 20 to 30 year age 
groups, and who according to the laws of the country, are ae 
for 6 more years of service if nee ded, can be tied into a unit somewhere. 
We must know where they are, they must go to camp periodically, 
they must get good training, yet at the same time they must be able to 
go about their business in productive civilian employment and they 
still must. be available as effective reserves. 

Senator Maypank. And properly trained. 

Secretary Witson. They have already been very well trained. 

Senator Maypank. We are going to have to keep on training them 
because of the new methods and weapons. 
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Secretary Witson. We will have to look them over once in a while 
to see if they are still physically fit and whether they are still 
available. 


PROVISIONS OF REORGANIZATION AC 


Senator Maysank. You have the authority to make an Under Sec 
retary for the Reserve and National Guard in the law we passed in 
the Reorganization Act. lam correct in that; am I not? 

Secretary Witson. Would you please restate your question. 

Senator Maypank. I think under the Reorganization Act you have 
the authority as Secretary of Defense to create an Assistant Secretary 
of Defense for Reserves and National Guard. 

Secretary Wuson. If I have, I am not conscious of having that 
authority. 

Senator Maybank. I would like to find out from someone whether 
you do. I was told that; that is why I asked you. I introduced a bill 
that was sent down to your Department to create one. The Legisla 
tive Counsel advised me that you could do it if you wanted to do it, 
and I wondered why you had not done it. 

Senator Frravson. Could I ask the Senator to have the Legislative 
Counsel give us the citation that permits it? 

Senator Maysank. Mr. Smith wrote it for me. 

Secretary Witson. Senator, I will take another look at it. Assist 
ant Secretary Hanna is working on the matter intensively. I know 
that. 

Senator Maypank. I understood he was. My purpose was to have 
omeone with that designated title so that the Reserve components of 
the Army, Navy, and Marines would have somebody they could turn 
to without going through the other Secretaries who are so busy. Is 
that all he does ¢ 

Secretary Wiison. He is handling it now. 

Senator Maypank. He would have other things to do also. 

Secretary Witson. Yes. ‘There are some real problems there due to 
the old conventions and procedures of the National Guard, and there 
ure some nice political problems in there, too, that I do not know too 
much about, but I know they are there. 

Senator Maypank. I think in the interest of the National Guard it 
is So necessary to have a good Guard, and we have one, and to expand 
the Guard we do have, and particularly the Reserve officers and the 
reservists themselves, they tell me that they do not think all is being 
done that should be done. 

Secretary Wirson. There is no legislation that I know of that forces 
«man to join a National Guard unit. These men who have been well 
trained and are the age group that we have to depend on are on the 
loose, so to speak. If they do not want to join up with the Guard units 
in their own State, there is no way of doing anything about it now. 
We have to keep talking that over until we decide on what is the fair 
and right thing to do for everybody. 

Senator Maynank. I hope you will look into the law that I cited. 
| might be incorrect but I was told that. 

Secretary Witson. If we cannot solve this problem we are talking 
about, an Assistant Secretary on the Reserves would not help me 
much. 
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Senator Maynank. Then the reservists and the National Guard 
would feel they had some place to go. It would be sort of a practical 


thing for them. 
Secretary Wiison. I would not underestimate that. It might help 


to develop the whole business a little faster. 


TURNOVER 
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Senator Maypank. That is what I] meant. And you said you had 
130,000 people that were laid off. 

Secretary Witson. 150,000. 

Senator Maypank. A good many were laid off from arsenals and 
navy yards, or are they included ¢ 

Secretary Witson. It was just a natural process of turnover. 

Senator Maynanxk. But there have been reductions? 

Secretary Witson. They have not been replaced. 

Senator Maynank. The other day I noticed in a Washington news 
paper an article to the effeet that some 1,000 would be laid off shortly, 
as I recall, so that 150,000 would include that ¢ 

Secretary Witson. No, they would be some more. We do not think 
we are through with it. 

Senator Maynank. Of that type? 

Secretary Witson. Everywhere, clerks and all. 

Senator Maypank. I understand, Mr. Wilson, but that would 
clude that type of personnel ¢ 
Secretary Witson. That is right. 





REDUCTION IN RECRUITING OFFICERS 































Senator Maysank. What about your recruiting officers; what have 
you done about those? Have they been reduced! In some com 
munities each agency of the Government has a recruiting officer 
Have they been reduced any’ The reason I = that is that every 
time we have General Hershey up here each year, there is some con 
flict with respect to recruiting people that he is after. 

Secretary Wurson. The advantage of recruiting is in a couple of 
things. 

Senator Mayank. I am thoroughly familiar with the advantages, 
and it should be done because if a fellow wants to join the Marines 
wr Navy, he should be permitted to. I am not against the plan, but 
I am wondering if the offices are reduced since you are not recruit- 
ing as many as you did. 

Secretary Wirson. I think we are doing it more effectively. We 
are anxious to do more recruiting and have fewer people drafted. 

Senator Maysank. I thoroughly agree with you. I have no more 
questions right now. 

Secretary Srevens. Could I say one thing, Senator Maybank, and 
that 1s I have an Assistant Secretary of the Army for Manpower and 
Reserve Affairs who is very active in that Reserve area. So our Army 
Reserve people are not without a place to go. They have a very defi 
nite place to go. 

Senator Maynank. Is that all he does? 
Secretary STevens. No. 
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Senator Maysank. The thought I had in mind was to have a sort 
of sentimental value or whatever you want to term it. This is the 
National Guard Secretary who has nothing else to do but Reserves. 

Secretary Srevens. We have the National Guard Burean whieh is 
statutory, and also the Chief of Staff has a Special Assistant on Re- 
serve Affairs. I think in the Department of Army we have a place 
for them. 

Senator MayspanKk. May I ask Secretary Anderson if he feels that 
the same exists with him?’ Secretary Stevens said he had an Assistant 
Secretary that handled National Guard and Reserve affairs. 

Secretary ANperson. From the secretarial level, the Assistant Secre- 
tary for Air handles personnel matters, but within the Bureau of Per- 
sonnel we have a separate man assigned, Admiral McManus, to Reserve 
problems. 

Secretary Wiuson. We have the listening post, but we still do not 
know what to do about it. 

Senator Maynank. That is right. Lam trying to find a way to help 
you. 

Secretary Witson. That basically comes about because there is no 
Federal Reserve. 

Senator Frrecuson. Senator Smith. 

Senator Smiru. | would like to ask Secretary of the Army Stevens 
a question along the lines of Senator Maybank’s question. Is the 
man handling the Reserve Program a reservist himself? 

Secretary Stevens. Yes. His name is Hugh S. Milton. He was 
a very noted war Reserve officer with an excellent war record. 

Secretary Anprrson. The Assistant Secretary is a naval reservist. 

Senator Smiru. Is the man handling it a reservist ? 

Secretary ANprerson. No, he is a regular officer. 

Senator Smirn. I am strongly in favor of maintaining a strong, 
modernized active fleet capable of protecting our interests in foreign 
waters and guaranteeing the security of our extensive coastline. I 
would like to be assured that the program under the New Look will 
provide sufficiently for a modernized fleet of sufficient size to accom- 
plish these objectives. 

Secretary Wi:son. You notice we are asking for something like 
a billion dollars to go ahead with the modernization of our fleet. I 
would like to have Secretary Anderson speak to the specific military 
point, or Admiral Carney. 







































SHIPBUILDING PROGRAM 





Secretary ANpERSON. Senator Smith, we have a slightly enlarged 
shipbuilding program that we are asking for in this budget over the 
shipbuilding program that we had last year. I would be glad to give 
you the list of ships if you would like to have it. 

Senator Smrru. I would like that for the record, if you please. 
Secretary AnpreRson. Yes. 
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(The information referred to follows :) 






Shipbuilding programs 







r . ‘ Fiscal year, 
New construction 1954 105% 























Numer of Number of 
SHIPS tye type 

CVA Aircraft carrier, attack 1 I 
DD Destroyer ; 5 

SS Submarine, attack 1 2 
SSN Nuclear power submarine 1 
LSD Landing ship, dock 2 - 
LST Landing ship, tank 2 8 
AM Minesweeper, 165-foot ' } 

AMCU Mine, hunter ! 





vo 
£ 





DE Escort vessel (ocean escort) 
AE Ammunition ship 
AKA Cargo ship, attack 












Total... 







CONVERSIONS 










DE to DER Radar picket escort vessel debe 
Liberty hull conversicn to auxiliary radar picket ' 
CVAtoCVA Attack aircraft carrier (canted deck con version) ; 
CVEtoCVHA Assault helicopter transport I 









CVAte CVA Attack aircraft carrier l 
SSto8SSG Converted submarine ! 
DE to DE Escort vessel (gas turbine 

















Total 


SERVICE AND OTHER SMALL CRAFT 









Landing craft, mechanized, MK VI 


LCVP Landing craft, vebicle and personnel. 8, 100 








LCU Utility landing craft $40 
YC Open lighter 2, 340 
YRBM_ Submarine repair, berthing and messing barge S00 
YFN_ Covered lighter (non-self-propelled). 1, 680 
YOGN Gasoline barge (non-self-propelled) _. 500 
YON Fuel oil barge (non-self-propelled) 800 








Total service and other small craft tonnage 







MILITARY ADEQUACY 






Senator Smirn. Would you say they would provide sufficiently for a 
modernized fleet of sufficient size to accomplish the objectives set up 
by Secretary Wilson? 

Secretary Anperson. I would like for Admiral Carney, if he may, 
to give you his impression of the military adequacy. 

Admiral Carney. It is less than what we would need to obviate 
block obsolescence, but we consider that certain of the types are still 
in a stage of transition, and that this is a good start in the direction 
of modernization. 

Senator Smiru. Secretary Wilson, I am particularly interested in 
the shipbuilding program for fiscal year 1955, which I should think 
should give some indication of the rate of expansion and moderniza- 
tion of the fleet. I realize that the major part of the operating fleet 
was constructed during World War II, and that the rate of obso- 
lescence of our ships due to overage and later technical developments 
must be of some concern to the Navy. In light of this, can you assure 
this committee that your construction and conversion program for 
fiscal year 1955 is adequate to cope with the factor of obsolescence 
and adequately provide for a modern fleet ? 

Secretary Wiison. Yes. 
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Senator Smiru. Perhaps as much as anyone else I realize the ver) 
precarious position the shipbuilding industry of this country is in 
due to a sad lack of commercial business. I also realize that the 
Navy shipbuilding program is not sufficient to assure reasonably) 
constant workloads in private naval yards. I would like to know, 
however, just what policy the Navy does follow in granting construc- 
tion work to private yards, both new and repair work. 

Secretary ANpERSON. Would you like for me to answer . the 
question ¢ 

Secretary Witson. Yes. 













NAVAI 





CONSTRUCTION IN PRIVATE YARDS 





Secretary ANDERSON. Senator Smith, in regard to new work, the 
Navy takes into consideration the fact that we ‘feel that we must have 
as much of a potential as possible in the event that the emergency 
should require it. This potential is particularly important in the 
larger type of combatant ships. The simpler types of ships are 
not quite as difficult a problem. We feel that in a time when there is 
not sufficient shipbuilding, naval, private, commercial, and otherwise, 

» keep the levels of employment as high as desirable, as you have 
salented that we must review our program, program by program, 
each time it is developed, and take into consideration the elements of 
cost, the elements of maintaining a potential of shipbuilding and 
ship design, the elements of dispersion and such other elements as we 
think should be weighed in the national interest. 

Senator Smirn. Have you come to any conclusion as to how the 
1955 ship construction program will be apportioned among private 
and naval shipyards, providing of course you get the program that 
you have asked for? 

Secretary Anperson. No, Ma’am; we have felt that we should not 
arrive at = h a conclusion until the program was more nearly formal- 
ized then by the Congress. 

Secretary Witson. Senator Smith, I have some figures here that 
I think you would perhaps be interested in. The actual expenditures 
in fiscal 1951, $369 million; in 1952, $581 million; in 1953, $925 mil- 
lion: in 1954, $935 million; tentative estimate of actual payment out 
for fiscal year 1955, $875 million. The new money we are asking for 
is $1,150 million, so we are counting on that coming up all the time, 
you see. 





APPORTIONING OF SHIPBUILDING AND REPAIR WORK 





Senator Smriru. As I understand it, Mr. Secretary, until you know 
just how much you are going to get, you make no plans for apportion- 
ing the shipbuilding and repair work between private and Federal 
yards? 

Secretary Witson. The plans must be very tentative until we find 
out what we are really authorized to do. I suppose there are people 
in the Navy who have ideas about it, but they are not formalized. 

Secretary Anperson. That is correct, sir. 

Secretary Wirson. As soon as we get the money appropriated then 
we are going to finalize the plans within the time that they should be 
done. I do not think the amount of money appropriated ought to be 
influenced by where the ships are going to be built, myself. 
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Senator Smirn. Mr. Chairman, I have several questions that I 
would like to ask Secretary Anderson. If he.is coming before the 
committee another time, I will wait. If not, I would like to do it at 
this time. 

Senator Frreuson. He will appear on the justifications. That is 
your intention, is it not ? 

Secretary ANpEeRSON. Whatever is the pleasure of the committee 
and Senator Smith. 

Senator Smrru. Want to be sure to get some questions to him. 

Secretary Witson. We have a very full crew here, if you will ::otice. 

Senator Frrauson. Will it take long / 

Senator Saurru. It will not take long. 

Senator Frrauson. You may proceed. We intend to come back 

t 2:30 if you want to pass at the present moment. 

Senator Smiru. | would be glad to. 

Senator Fercuson. The next is the Senator from New Jersey. 

Senator Henprickson. Mr. Secretary, you said that your problem 
with the National Guard is that none of the units were ready for 


combat. is that correct / 





TRAINING OF GUARD UNITS 





sec retary Winson. I do not mean to go quite that far, but by the 
very nature of how they are recruited on a volunteer basis, and who 
goes in and how it is handled means that in some cases or in most 
cases these young men who have had this training and who are in the 
right age group are not joining the guard units in their States. We 
can encourage them to do it, but there is no way we can obligate then: 
to do it under present legislation. We have no Federal reserve that 
we can put in and call them back every year for a summer camp re 
view or what not. So there is a problem there that we all have to 
put our minds on and say how are we going to handle this one. 

Senator Henprickson. It would appear then you must find some 
incentive to urge these boys to go in. 
Secretary Witson. An incentive or obligation. 





IN EXPEND.TURES 





INCREASE 





Senator Henprickson. The next question I have to ask I would 
direct to Mr. McNeil. In the Secretary’s formal statement on page 5, 
he said: 








This is the reason that expenditures for fiscal year 1954 will exceed new 
money authorized for fiscal year 1954 by approximately $7 billion, and the 
expenditures we estimate for fiscal year 1955 will exceed the new funds requested 
for that period by approximately $6.6 billion also 

[ wonder, Mr. Secretary, if you would amplify on that a little bit ¢ 

Mr. McNeu.. Yes. In the initial stages of buildup, such as we went 
through in 1951 and 1952, you have a situation like this: In fiscal year 
1951, about $48 billion was appropriated. In that year we had ex 
penditures of over $19 billion. The following year $60 billion was 
authorized and checks written for about $39 billion. During that 
process you build up a substantial volume of orders. In undertaking 
production, lead time is always greater in the process of getting a new 
item into production than it is later. Therefore, there was probably 
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a very good reason for having a very substantial financial backlog o: 
excess in the beginning of the program that is not needed once pro 
duction is under way. So during this current year and next year 
we will be writing c hecks in an amount greater than the value of new 
appropriations. ‘The figure that Secretary Wilson used in the meas 
ure of that reduction in advance financing. 

Senator Henprickxson. Thank you, sir. 

Secretary Wison. It is making good on commitments that were 
previously made. In other words, contracts were let for this and 
that and plans made to build something or other and they are now 
getting built. We have to pay for it. So we are paying out.more 
money than we are asking for in new appropriations. Sooner or 
later they ought to approximately meet. In other words, as we get 
down to a level-off position as against the buildup stage and our 
forces are ready and trained, then the new money we ask for each 
year will be for replacement and modernization and ought to be ap 
proximately the same as the money we are paying out. 

Senator Henprickson. Thank you, Mr. Secretary. 

Secretary Wiison. At the moment we are asking for considerably 
less money as we pull the two things together. We are working on 
both ends of it, and they will come together. 

Senator Henprickson. I have no more questions, Mr, Chairman. 


PUBLIC WORKS FUNDS 


Senator Maypank. Mr. Chairman, may I ask one question in con 
nection with that? 

Mr. Wilson, you referred to the so-called public works bill of $1.1 
billion that you are going to send down shortly. 

Secretary Wiison. Yes. 

Senator Maysank. Are you going to ask for a deficiency / 

Mr. McNem. The total mentioned in the budget was thirty-odd 
billion—$29.8 billion is the request before and $1.1 billion is the 
amount to be requested later for public works. So in effect the 1955 
budget is coming to you in two parts. 

Senator Maypank. That is what I wanted to make clear. In other 
words, you will come back for a deficiency to take care of that $1.1 
billion provided the budget thinks it is justified. 

Mr. McNew. It would ‘normally be submitted to you almost imme- 
diately after the House formally acted upon the 1955 authorization. 

Senator Maynanx. I am awfully glad to hear that, because there 
have been times here when we had an authorization and it would be 
another year before the money would be asked for. In other words, 
you will have the appropriation bill here with the authorization bill. 

Mr. McNet.. That is right. 

Secretary Wiison. I might say it seems to me that public works 
are handled quite differently. Sometimes I have had a feeling that 
we get overnegotiated on that public works business. It comes about 
three times before we really get at it. 

Senator Mayrnank. I agree, Mr. Secretary, and I want to compli- 
ment you this year for coming for the appropriation at the same time 
as the authorization. If you need the authorization, it is not neces- 
sary to wait until the next year for the appropriation. 

I have no more questions. 
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Senator Ferguson. We will recess now until 2:30 and Admiral 
Radford, do you have your statement reé ady ¢ 

Admiral Raprorp. Yes. 

Senator Ferauson. As soon as we finish with Mr. Wilson at 2: 30 we 
will take your statement. 

Admiral Raprorp. Yes, sir. 

(A recess was taken.) 

AFTER RECESS 


NATIONAL GUARD AND Reserve Units 


STATEMENT OF DR. JOHN A. HANNAH, ASSISTANT SECRETARY OF 
DEFENSE (MANPOWER AND PERSONNEL) 


Senator Ferauson. The committee will come to order. 

Mr. Wilson, do I understand that Dr. Hannah is here? 

Secretary Witson. Yes. Senator Maybank was asking some ques- 
tions about the Reserves this morning. 

Senator Frreuson. I would like to ask some questions, too, and then 
I will turn him over to Senator Maybank. 

Senator Maysank. Mr. Secretary, you understand what I want to 
do is to help. 

Secretary Wiison. I understand that. 

Senator Mayank. I realize that what you said is a fact about the 
nonfederalization. 

Secretary Witson. The Reserve set up for each service is somewhat 
different. The Reserve on the Federal basis has many units designed 
to train individuals rather than units as such. These are different in 
concept from combat units which are trained to serve as units, like the 
organized divisions of the National Guard. I thought Dr. Hannah 
could come over here and report to you where we are now in our 
studies of the Reserve setup. 

Senator Ferauson. Doctor, would you give us the picture now on 
the Reserves or on the National Guard? Are they combined or are 
they separate ¢ 

Dr. Hannan. No; they are separate. Actually the National Guard 
by statute and tradition has been an important part of the overall 

reserve program of the Army. Of course, the Army also has Army 
Reserve units as well as National Guard in its overall program. I 
think I can clarify the matter by briefly pointing out that last summer 
the President asked the Director of the Office of Defense Mobiliza- 
tion to make a study of the overall manpower situation and to give 
particular attention to the problem of mobilization. He was to take 
into account the needs of the military forces and the civilian economy. 

On the 6th of January, Dr. Fleming forwarded the report to the 
President. He pointed out among other things that in his opinion 
there was no adequate and effective Reserve program at the present 
time. 

Senator Mayspanx. With that I agree. 

Dr. Hannan. On the 8th of January, the President replied, agree- 
ing in general with the recommendations, and calied upon the Defense 
Department to develop an adequate and effective Reserve program. 
The report was to be in his hands for presentation to the National 
Security Council by the 1st of April. 
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In mid-January, we set up a task force in the Defense Department 
with Major General Wensinger of the Marine Corps as chairman, 
with Admiral McManus representing the Navy, General Hall, the Air 
Force and General Van Brunt, the Army. The Coast Guard was 
invited to participate and was represented by Admiral Hirshfield. 

Senator MayBank. You are to report on April 1/ 

Dr. Hannan. That is right. This is to be in the President’s hands 
on April 1. 

Senator Mayseank. As I understand, then, you will have a report 
on April 1. Should there be additional funds appropriated ¢ 

Dr. Hannan. I cannot answer that question accurately because this 
task force report came to me on Friday. 

Senator Mayspank. As you say, they said there was not an adequate 
Reserve program. Did I understand that? 

Dr. Hannan. That is correct. 

Senator Maypank. Without blaming anybody. 

Dr. Hannan. That is right. 

Senator Marsan. But if they should find an adequate Reserve 
force is necessary, I assume that additional funds will be necessary ? 

Dr. Hannan. That is right. 

Senator Maypank. And you will not ask for it this year? 

Dr. Hannan. That is right. 

Senator Frravson. Mr. McNeil, how much is in here for Reserves 
for this kind of a program ? 


RESERVE FORCES POLICY BOARD 


Dr. Hannan. While Mr. McNeil is getting the information, the 
reason | could not say positively what changes we will propose in the 
Reserve, is that the report just came to me on Friday. The Reserve 
Forces Policy Board, which is by statute set up as adviser to the Secre- 
tary on reserve matters, is meeting tomorrow to consider the Task 
Force’s report. By the end of this week we will have their recom- 
mendation, and the recommendations of the services. Then we will 
prepare a final report, taking into consideration all the recommenda 
tions. 

Senator Maysank. I am certainly glad to know that. I only hope 
that simultaneously you will come up for any funds if they are neces 
sary. 

Secretary Wutson. Secretary McNeil says we have $710 million 
in our request for fiscal year 1955, 

Senator Frrevuson. Is it possible that would cover any further re 
quest for this year ¢ 

Secretary Wiison. It might or might not. I just wanted you to 
know that we took the thing very seriously. The President asked us 
to do it. I would not put too much emphasis on the April 1 date, 
except that he just wanted us to get the job done. 

Senator Maynank. Before Congress recesses we will know what is 
necessary with respect to funds for a reserve program. As I under- 
stand it, Mr. Secretary, you brought your friend here because he has 
charge of it, and you believe there will be something additional 
necessary / 
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Secretary Wiison. The way we have it set up, the reserve business is 
part of his overall personnel and manpower responsibility. 

Dr. Hannan. In the manpower and pe ‘rsonnel field there are two 
concerns of top priority. One is to do what can be done to make the 
services sufficiently attractive to reduce this tremendous turnover that 
we have, and increase the number of men that will make the military 
service a career. The other project is to come up with an adequate 
reserve program, realizing that what we have is not good enough. 

Senator Frrevson. Do you have the fringe benefits that you recom- 
mend pretty well worked out? 

Dr. Hannan. Yes. 

Senator Frrcuson. When will you give them to the committee? 

Dr. Hannan. We are dealing primarily with the Armed Services 
Committee. Some of the measures are in their hands, 


REENLISTMENT BONUS 


Senator Frrcuson. Are you considering the question of a bonus in 
relation to number of years in service ¢ 

Dr. Hannan. What do you mean by bonus? 

Senator Frreuson. If they remain in so long, they will get a bonus. 

Dr. Hannan. A reenlistment bonus? 

Senator Fercuson. Yes. 

Dr. Hannan. That is one of the considerations. 

Secretary Witson. Actually our present laws give a bonus for the 
ones that get out. 

Senator Frercuson. Yes. What did you have last year for this 
Reserve program ¢ 

Mr. McNet. $665 million for the current fiscal year, but we will 
not use all of it. 

Senator Frreuson. Is this an annual appropriation ? 

Mr. McNet. ,Yes, sir. 

Senator Frrauson. So it will go back to the Treasury. 

Mr. McNen, Yes, sir. 

Senator Frercuson. Do you know what that carryover is? 

Mr. McNew. Probably less than $60 million. 

Senator Frerevson. So there is an additional amount in when you 
talk about the $710 million. 

Mr. McNem.. Yes, in anticipation of an expanded Reserve program. 

Senator Frrcuson. Is there anything more, Dr. Hannah, that you 
wanted to add? 

Dr. Hannan. I will go in as much detail as you wish. 


INADEQUACY OF RESERVE FORCES 


Senator Maysank. I appreciate the Secretary bringing you down 
because you are familiar with it. I presume other members of the 
committee have heard the same thing, th: at, the Reserves have been let 
down, so to speak, not by you or by the Secretary, but over the period 
of years. You confirm that report to me when you believe yourself 
that the task force believes the present setup is ins idequate. 

Dr. Hannan. Yes, not as efficient as it might be. 


44991—54 
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Secretary Wirson. I recognized that Senator Maybank wanted to 


be constructive and I wanted to do everything I could to help inform 
you. 


Senator Fercuson. Thank you, Doctor. 

Dr. Hannan. Thank you, sir. 

Senator Frercuson. Senator Thye, do you have any questions? 

Senator Tuy. The only question that occurred to me while we were 
discussing this Reserve question is that there is an increase this year 
over that of last year. This year you are recommending $710 million 
against $665 million. 

Secretary Wirson. And the $665 million is not all used so the effec- 
tive amount that we could use this year would be around $600 million, 
and we would have another $110 million in fiscal 1955, which is 18 
percent increase. 

Senator Ture. In general it will not necessarily include a greater 
number of men in the Reserve. What you are trying to do is establish 
a program that will be an inducement for them to continue in the 
program, and therefore that you are going to present us with an over- 
all program that will show the inducements, and so forth, for the con- 
tinuance, is that correct ? 

Secretary Wiison. That is right. We are trying to work out an 
overall procedure for procuring the right kind of people for the 
reserve in the right numbers, and keeping up their training. 


POLICY ON PREVIOUS DEFERRALS 


Senator Taye. Of course, that is a question in itself. You are now 
going back and taking some that had been deferred. So you have 
created some problems in using them for us in Congress. I think 
that this is about as good a time to raise this question as any time, 
that is, that there were some young men that were deferred when 
they reached the age of around 21, and then in the Selective Service 
Act, if they expected a family, they were to notify the draft board, and 
if they failed that was their pmnceesnlaiee: Now they are being called 


in, and they are being classified as 1-A, subject to call in the next 
2 or 3 months. These same young men are today the husbands and 
the fathers. They have acquired businesses of their own, whether 


it is the grocery man or the oil station operator or the farmer. Now 
they are ‘faced with the question of induction into the service and it 
means that they will have to dispose of their business at considerable 
sacrifice. You have the question of a dependent there, both wife and 
child. What is going to be the answer to that problem? I have four 
specifically that are within an area of not over 10 miles apart that 
ure today classified 1-A, and they have been deferred until October, 
but they are apt to be called. You are not going to have any greater 
military strength if they are taken in for the reason that you are 
voing to have a dependency to support and take care of. They were 
the young men that were deferred 4 years ago when they were first 
of an age to be called in service. There is a problem if we could get 
a little clarification on it which would help me greatly in some of the 
mail I have on my desk at the present time. 

Dr. Hannan. Senator, of course, the whole matter of deferment, as 
you know, is handled by Selective Service. 

Senator Tyr. I realize that. 
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PRESENT DRAFT CALLS 


Dr. Hannan. By statute, of course, these men retain eligibility for 
draft up to 26, or if they are deferred for one reason or another, 
the period of vulnerability i is extended to 35. They are vulnerable to 
age 35 if the reason for the deferment ceases to exist. Actually draft 
calls are much lower now than they were last year. They are running 
about 18,000 a month, and will continue at that Worl for the balance 
of this fiscal year, when they will be increased somewhat. The men 
who have been in the services have a period of Reserve obligation of 
8 years from the time they originally entered the service. So if a 
man is on a 4-year enlistment, he has a 4-year Reserve obligation. If 
he is inducted for 2 years, he has a 6-year Reserve obligation. 

Senator Tuy. That is the reason why I qualified my question by 
stating it is a little different than that of the Reserve. But because we 
are discussing the overall general policy, this is a question that has 
to be taken into consideration, and that is the reason I raised it. 

The fact is that the selective-service boards in the respective counties 
and the State selective-service administrators, as well as General Her- 
shey, do have this one problem. If the policy is to go back now and 
reexamine all the previous deferrals, and then pick them up and ask 
them to enter for a period of service, and if they have dependents and 
they do have—the ones I am specifically now concerned with have a de- 
pendent, not only a wife, but a child, and in two instances the ex- 
pectancy of a second child—and they have these obligations in both 
business and farm management. If they are called in this October, 
we are going to have to appropriate money to take care of that de- 
pendent family. 

Therefore, we are faced with an entirely different question. If we 
are going to defer and then go back and reexamine and pick them up 
3 or 4 years later, after they have established themselves, there is no 
end to the problems that you and those of us serving in Congress are 
faced with, because you can fully appreciate the attitude and the irri- 
tation that is created in a community when this young family man is 
picked up after he has been deferred for 4 years. 

Dr. Hannan. The selective-service boards were authorized prior 
to the 25th of last August to consider dependent children as grounds 
for a deferment. Those that acquired children after August 2 5 are 
no longer deferred unless they had presented to their boards befor e 
August 25 a doctor’s certificate that they were fathers of unborn 
youngsters . 

QUESTION OF WISDOM OF POLICY 


Senator Tuyr. There lies the question that we are faced with, and 
it is a policy that we will have to establish a firm decision on, because 
when we defer at the time they are 20 and defer them for 3 or 4 years, 
and then go back and reexamine and say, “You are going to be out of 
our reac he ‘unless we take you this year, so this year we are going to 
take you,” but you have given that young man 4 years to acquire a 
dependent that he has as well as the business obligations, and the 
indebtedness he may have incurred in establishing the business respon- 
sibility, and we just absolutely pick him up and put him in the serv- 
ice and leave all this problem in the wake of his departure from his 
job or his business or from his home. I am just wondering whether 
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we have been wise in that policy in the past, and whether we are wise 
in rescreening and rechecking and picking up these deferrals that we 
granted 4 and 5 years ago. That is the problem that I am trying here 
to get an answer to. 

Secretary Wiison. The Defense Department has a very simple point 
of view. We would like to have the men available that we need to 
fili our military requirements. Second, we would like to see the job 
done with the least dislocation for the young men and women of our 
country. Third, as far as the selective service part is concerned, you 
men prescribe the conditions and General Hershey does the job. 

Senator Ture. But the policy, however, is est: ablished on the level i in 
General Hershey’s field because he can either say, “I will pick you up” 
or “I will defer you.” He may send out a directive as he did last year 
and say that anyone that has not a child as a dependent up until 
August 19, then you are subject to call. But if you have, then we will 
defer you. Therefore, that is a directive whic h he, the Administrator 
of Selective Service, has a discretion over. We do not have it. We 
simply give him a period of years that he may call a young man, but 
we do not say what he is going to do with the deferment, or what he 
is going to do with the dependency in the later years. 


EXECUTIVE ORDER 


Dr. HANNAH. Senator, as a matter of fact, this 19th of August rul- 
ing was published as an Executive order in response to a lot of public 
clamor that objected to the substitution of parenthood for service. 
There was much discussion on the problem by many people in the 
Government and finally the solution was covered in Executive order 
by the President. It is not a matter within the province of the 
Defense Department. 

Senator Ture. I will grant you that. However, you have the man- 
power question on which you promulgate and formulate policies. 

I thank you, Mr. Chairman. I will not press this any further. 

Senator Fercuson. Dr. Hannah, you indicated that you were going 
to try to work out the problem so that you would have longer reen- 
listment, and you were going to try to work out incentives for these 
reenlistments that would save money in the long run; that is correct, 
is it not ¢ 

Dr. Hannan. That is correct. 


REDUCTION IN DRAFT REQUIREMENTS 


Senator Fercuson. That would also enable you to reduce the draft 
requirements, would it not? 

rr. Hannan. Yes. 

Senator Fercuson. Or would it? 

Dr. Hannan. Yes. The problem is now that with the very low rate 
of reenlistment we have to draft men to take the place of men in the 
service who fail to reenlist. Because of the long training time that 
is required to prepare these men for effective service we only get from 
15 to 17 months of actual effective service out of every 2-year dr aftee. 
If we could increase the number of careerists in the military service 
from half a million to a million, we could greatly reduce the number 
of men that we have to draft. 


2 len oe seve 


APRA Ie ns 


REIN ll CA LRT > 


be) te Da a A ey Sali 


eel 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 35 


Senator Fercuson. Would you obtain for the committee detailed 
information on the annual dollar value of these benefits or incentives 
that you are working out in relation to all grades of personnel and all 
ranks, including the tax relief benefits that you are going to suggest 
or that are on the books now, so that the committee would have a pic- 
ture of not only the salaries but all of the incentives? 

Dr. Hannan. We would be very glad to do that, Mr. Chairman. 
I might point out, however, that in this matter of making careers 
more attractive or making the service more attractive as a career, 
there are many things involved be yond reenlistment bonuses. There 
is the whole matter of housing and medical care for dependents, limi- 
tations on the transportation ‘of goods from one place to another, and 
various others. 

Senator Frercuson. Those are known as fringe benefits. 

Dr. Hannan. Yes, sir, that is right. 

(The information referred to appears on pps. 137 to 142.) 


FRINGE BENEFITS AS INDUCEMENT TO REENLIST 


Senator Tuyr. While the chairman is listening to a question that 
is being raised there, going back to that fringe benefit that you might 
grant as an inducement to reenlistment and continuation in the serv- 
ice, there you do have a little expense, but if you take up these now 
older young men that have the families you have the same identical 
effect, except you have it with the draftee. That is the reason I raised 
the question here. If you take 4 of which I know I have now on my 
desk, you have a wife and 1 child in each instance, and a second child 
within a matter of months, and you are going to have that as a part 
of a family dependency. 

Dr. Hannan. We agree wholeheartedly. If we are going to draft 
people and get only 2 years of service, we would much ‘rather have a 
single man. 

Senator Ture. That is what is concerning me as we go back and re- 
examine the earlier deferred Selective Service registrants, and we are 
taking them now, and we are assuming the obligation of their fam- 
ilies. I am quite certain we will have to look after that family to a 
certain degree. They will certainly come in for certain benefits. 

Secretary Witson. I would like to point out another thing, and 
that is this: If we do not get these people that enlist, we cannot pos- 
sibly mainte ain a Military Establishment of 3 million-plus men, be- 
cause there are not enough young men coming of age each year in the 
country to maintain a force of 3 million people composed of men who 
serve only 2 years. We have to take some of these people that are 
in a married status, I suppose, or get more single people or married 
people that are willing to make the service a career. It is a real prob- 
lem, and between us we have to work on it. We will take the people 
that Selective Service and you gentlemen under the laws you pass 
make available to us, and we will ‘point out the need. 

Senator Ture. I would sooner see a career soldier than an Army 
recruited from your Selective Service with a change every 18 months. 

Secretary Witson. Yes. 

Dr. Hannan. So would all of the Services. 

Senator Ture. Therefore, I am glad you are working out some 
inducement within the program itself. 
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NATIONAL GUARD VOLUNTEEHS 


Senator Fercuson, Dr. Hannah, do some of these people who come 
through the draft for short duration continue in the National Guard ? 
Can they fill in their 8 years in the National Guard ? 

Dr. Hannan. They can as volunteers. The difficulty with our Re 
serve program is that by statute there is obligated Reserve service, but 
we have great difficulty in getting men after they have left the service 
to participate in Organized Reserve activities. That is one of the 
problems that this new Reserve program considers. It may be difficult 
for us to get enough men actually training with the Reserve on a 
volunteer basis. 

Senator Frerauson. Members of the committee, I assume that is a 
live quorum call, and that we cannot be put on the roll at all. We 
have to answer in person. It indicates that they are going to vote 
following this quorum call so there is nothing else we can do but go 
over. 

Secretary Witson. We will just wait until you come back, Mr. 
Chairman. Do you think you are through with Dr. Hannah? He is 
working on this problem right now and he would like to go back to 
the Pentagon and get back to work. 

(A short recess was taken.) 

Senator Frrauson. Will you have Dr. Hannah furnish me an an 

swer for the record on that question that I have given him / 

Secretary Witson. Yes, sir. 

(The information referred to follows :) 


ASSISTANT SECRETARY OF DEFENSE, 
MANPOWER AND PERSONNEL, 
Washington, D. C., March 20, 1954 
Hon. Homer Frreveon, 
United States Senate 

DeaR SENATOR Fercuson: This is in response to your request of March 15, 
1954, concerning the opportunities of Negro personnel to serve in National Guard 
and other Reserve units located in the Southern States. 

Neither the Department of Defense nor the National Guard Bureau attempt 
to dictate policies to National Guard units concerning the membership of such 
units within the several States. Since these organizations are controlled by 
the local State governments they are subject to the laws and customs established 
by and in those States, and to attempt to overrule the State governments in such 
matters could serve no useful purpose and might operate to the detriment of 
national defense. 

Concerning the assignment of Negro personnel to Army Reserve units, the 
following was forwarded to the Commanding Generals of the Armies located 
within the Zone of the Interior on May 5, 1953, from the Office of the Adjutant 
General, Department of the Army: 

“1. The number of personnel completing active duty with an obligation to 
serve in a Reserve component as required by the Universal Military Training 
and Service Act will increase during 1953-54. Included among these qualified 
individuals will be an increasing number of Negroes, officer and enlisted, some of 
whom will seek assignment to vacancies in Army Reserve units for early fulfill- 
ment of their Reserve obligation. In this connection, the Army Reserve unit 
program envisions the support and participation of any eligible personnel 
regardless of race. 

“2 In some areas the assignment of eligible Negro personnel will present 
difficulties since neither National Guard nor Army Reserve units are available 
for their participation. In other areas the number, type, and distribution of 
existing designated Army Reserve units are inadequate to provide vacancies for 
qualified Negro applicants. These assignment difficulties should be minimized 
by integration in Army Reserve units located in areas where local community 
conditions permit. In areas where local conditions render impracticable the 
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niegration of Negroes in existing Ileserve units, Army commanders may request 
activation of units to which available Negro personnel may be assigned. 

“3. The steps taken in the assignment of Negro personnel to Army Reserve 
units will be in the interests of equality of treatment and opportunity without 
fanfare or adverse community reaction.” 

In addition, it should be noted that sufficient annual credit may be earned 
by Army reservists to reduce their Ready Reserve obligation by attending the 
annual 2-week active training tour. Subject to budgetary and strength limi- 
tations, this provision is applicable to all Army reservists whether or not they 
are assigned to or otherwise affiliated with an organized Reserve unit. 

The Department of Defense and the military departments will continue to 
strive toward integration in the Reserve components to the maximum extent 
practicable. 

The opportunity to be of assistance to you is appreciated. 

Sincerely yours, 
JAMES F.. COLLINS. 
For JOHN A. HANNAH. 


RELIANCE ON NEW WEAPONS 


Senator Frrauson. Mr. Wilson, I had several questions that I 
wanted to ask you before you left in relation to what we were talking 
about with respect to the New Look on the military and defense policy. 
I want to ask the question as to whether or not the United States is 
placing sole or exclusive reliance on the new we: apons. 

Secretary Witson. The answer to that is “No.” 

Senator Frrauson. What has been said does not bring us to the 
conclusion that exclusive reliance—but that is only part of the whole 
picture, is that correct ? 

Secretary Witson. Just an evolutionary movement. There is noth- 
ing radical. It is not a great big jump. It is not all or nothing. 


CONSULTATION WITH CONGRESS ON RETALIATION 


Senator Frrevson. The next question, and I think the President 
has answered it, but I wondered what your answer is—I think he 
answered it in relation to Indochina—that Congress would be con 
sulted on the question of retaliation. Is that correct ? 

Secretary Witson. I think the President’s statement is clear, as I 
understood it. 

Senator Ferquson. In other words, if there is to be a declaration of 
war, there is no intent to change the constitutional provision that that 
is the job of Congress ¢ 

Secretary Witson. I am sure that was the meaning of it. That 
would be my interpretation of it. 


CONSULTATION WITH ALLIES 


Senator Frrauson. There has been a lot of talk about the question 
of whether or not we can make such a policy without our allies. Do 
you assume that in our policy in connection with the common defense 
of ourselves and our allies that our allies would be consulted ¢ 

Secretary Witson. I am sure that in all cases where their interests 
were involved they would be consulted. 

Senator Frerevson. Was Mr. Dulles, in your opinion, speaking 
about what has been called recently brush fires—I suppose a better 
name would be wars involving particular areas or smaller areas— 
when he was talking about massive retaliation ? 
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Secretary Witson. I have not talked to Secretary Dulles since he 
came back from Berlin. 

Senator Frerevson. You saw the statement that he made to the 
policy committee in New York. Or will America meet each one of 
these situations looking at her interests and the interests of the world ? 

Secretary Witson. I am sure that is so. Whatever the situation 
that came up, we would take a good square look at it and see what 
was the right thing for our country to do. 


NATIONAL DEFENSE BUDGET 


Senator Frrcuson. 1 want to ask you in relation to the budget. 
Some people have indicated in the press that this is only an economy 
budget and not a national defense budget. What is your answer to 
that? 

Secretary Witson. It is a national defense budget first, but no mili- 
tary strategy can be developed in an economic vacuum. The resources 
available to the Nation are always part of a top military strategy. 

Senator Frrcuson. So that this is a military national defense 
budget. 

Secretary Witson. That is correct. 

Senator Fercuson. But naturally you have to consider the question 
of how it is going to be paid for and when it is going to be paid for. 

Secretary “Wison. There are other people that are in a little better 
position to worry about that, including the members of your com- 
mittee. This is a military program that we think is a good one for 
our ceuntry. 

AMMUNITION SITUATION 


Senator Fercuson. You spoke of ammunition this morning, and you 
indicated that it was unsatisfactory sometime back. Is it satisfactory 
at the present time / 

Secretary Witson. I am sure that it is. The figures that I gave you 
this morning, showing the dollars expenditures—I did not want to 
get into too many figures on too many different kinds of sizes of ammu- 
nition, so the dollars are the best overall factor I could use—and the 
cost is not going up as compared to where it was in 1951. The difficulty 
there was that a production did not get going quickly enough. $400 
million in 1951, $3.4 billion or something like that in this fiscal year. 
That is eight times the production. Possibly we are producing a little 
too high a rate, but since we did have that problem in getting in a pretty 
low position we are probably erring now on the side of trying to build 
it up rapidly. Secretary Stevens and I, and the Chief of Staff of the 
Army, General Ridgway, have been talking about it. Rather than to 
cut it too rapidly as soon as the Korean war was over, we thought we 
would take advantage of the situation, since we had production going 
at a good rate and we were not shooting it up any more and we would 
restore our reserves. ‘That is where we are. 


RESERVE AMMUNITION 
Senator Frrcuson. How expensive is it to store this reserve of am- 


munition? Have you anything in the budget ? 
Secretary Wixson. I do not think we have a separate figure on that. 
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Senator Frreuson. If it is possible to obtain that, would you let us 
have it? 

Secretary Witson. Yes. 

(The information referred to follows :) 

On the basis of the best estimate that could be made, it appears that approxi- 
mately $85.5 million are included for the storage, care, and preservation of am- 
munition during fiscal year 1955. Of this amount, about $32.5 million is for 
storage and $53 million is for care and preservation. Approximately $6.5 mil- 
lion of the total amount is required for the peacetime operating stocks and $79 
million for mobilization reserve stocks. 


RATE OF AMMUNITION REPLACEMENT 


Senator Frrauson. What rate of replacement is there on ammuni- 
tion? I realize it depends on the kind. 

Secretary Witson. We now have or shortly will have more ammuni- 
tion that we ever had in the history of the country in peacetime. I 
have not got the figures with me but it is approaching that. We 
thought we had a terrific lot of ammunition that was carried over 
from World War II. If you want the specific figures, I will take the 
trouble to get them, but that is substantially where I think is it. I 
am very conservative about figures. I always like to have them right. 


AMMUNITION DETERIORATION 


Senator Fereuson. How rapid is the deterioration of ammunition ? 

Secretary Wuson. It is not a very rapid deterioration. It has 
chemicals in the explosives that pretty well protect them. 

Senatod Frreuson. You have ways of preserving them. General, 

can you give us some idea? 

General Reway. It is very stable, I would say. In most times I 
think you can figure 20 years as the useful life. Some of the illuminat- 
ing fuses in mortar and artillery shells are very much less than that, 
as we learned in World War IT. 

Senator Frrauson. They are the small amount of ammunition. 

General Ripeway. Special types of ammunition. 

Secretary Witson. They have other chemicals in there that tend 
to deteriorate. 

Senator Ferauson. In other words, by buying this surplus, we have 
not been wasting the taxpayers’ dollars. 

Secretary Witson. We did not think so or we would not do it. 


OBSOLESCENCE 


Senator Maysank. I would like to ask the Secretary if you have 
surplus things in the Army, Navy, and Air Force that you do not 
need. I hear reports all the time that they have lots of old wornout 
different types of things, with a lot of copper and aluminum in there, 
and they ought to be eliminated because of the shortage of copper, and 
so forth. 

Secretary Wirson. There is always a big problem in the military 
services on this question of obsolescence, and also on ordering years 
ahead of time. 

Senator Maypank. I was speaking only of the obsolescence. Judg- 
ing from what we hear on the Banking Committee about stockpiling 
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and shortages that we all know exist on certain things that are off 
the record, if there are any obsolescent things in the Army and Navy 
with materials in them that can be used, it would certainly benefit 
the taxpayers. Things have gone sky high as you well know on that 
type of material. 

Secretary Witson. We are working at it all the time; particularly 
Secretary Thomas in Logistics and Supply has been going over it. 
We certainly do not want to build new warehouses to house the ma- 
terial which we need, and have in the other warehouses obsolescent 
stuff that would be better thrown away. 

Senator Maypank. That is right. 

Secretary Wiison. The disposition of that material has been a 
little touchy. You have to step up and say it is no good and sell it and 
get rid of it, and then if somebody makes a little profit on final liqui- 
dation of the sc rap, or finds a little piece that can be dismantled and 
put back, we sometimes get critic coed over that. 

Senator Maysanx. You cannot help that. 

Secretary Wizson. We cannot help it. I am sure we are going to 
have the courage to step up and make a decision and do what 1s right. 

Senator Maypanx. I think you would because of your business 
background and your Secretary’s background; you do it and if there 
is a little compl: Lint about it, it is just too bad. 


SURPLUS PROPERTY DISPOSAL 


Secretary Srevens. We have an estimate for the current fiscal year 
of disposing of $1.2 billion of what we call surplus property. 

Senator Maynank. I understood you had some and I understood 
the Navy had it, too. 

Mr. Anperson. Yes, sir. 

Senator MaysanKk. Take the bull by the horns and do it, because 
you are good businessmen. If you get any criticism, that is just too 


bad. 


UNOBLIGATED BALANCE 


Senator Fereuson. May I ask with respect to the unobligated bal- 
ance at the end of this year, I understand it is $4 billion as far as the 
Army is concerned on procurement and production. Is that a cor- 
rect figure ? 

Secretary Wirson. Yes. 

Senator Fereuson. How much will you need out of this 1955 appro- 
priation for that account ? 

Mr. McNem. There are no new funds requested by the Army for 
that purpose. We will use about half. 

Secretary Srevens. $1.9 billion is the estimate of the program. 

Senator Fercuson. What happens to the balance? 

Mr. McNew. If left alone it would be carried over and applied 
against the 1956 request. 

Senator Ferevson. Do you know why Congress should carry that 
when we have the statement of the Secretary that it is not really good 
business to have these large sums appropriated? It is one of those 
things if you have the money laying on the barrelhead somebody will 
want to use It. 
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off Secretary Wiison. We stated where we did not use it we thought it 
vy was at least to our credit. When the Korean war was stopped, the 
fit Secretary of the Army held up the things and we are getting the pro- 


Lat gram into better and better balance. 
Senator Fereuson. I realize in the past we gave you money to run 
‘ly the Korean war. 


it. Secretary Wixtson. That is right. 
a- Senator Frerauson. Even though you had reasons to believe that it 
nt might end. You have not spent that. 


Secretary Wixtson. That is right. 
Senator Frrevson. I know Congress appreciates that. But here 


a we have an item of about $4 billion and it looks as if $1.9 billion of 
id that, or let us say $2 billion will be used. What might Congress be 
i- able to do with the other $2 billion ? 

id Secretary Witson. I think we ought to talk it over and see exactly 


what ought to be done. 
Senator Frreuson. Will you go over that with us and let us know 


0 what might be done ? 

t. Secretary Witson. Yes. 

38 

e RETURN OF DIVISIONS FROM KOREA 


Senator Frrauson. Mr. Wilson, the evidence so far shows we have 
brought back two divisions from Korea. Have those divisions been 
discharged so that we have two divisions less ? 


r Secretary Witson. We just talked about the program. Actually 

no one has come back. 

1 Gieneral Ringway. One division of the two is due in New York on 
: the 22d of April sir. I do not recall the date of the other division 
that goes into Seattle. Both will return this fiscal year. 

, Senator Fercuson. In the present fiscal year ? 

General Ripaway. Yes. 


Senator Ferauson. They will still be in existence? 
General Ripnaway. They will be out of existence by the end of 
this fiscal year. 
DIVISIONS IN KOREA 


Senator Ferguson. How many Army divisions are there now in 
Korea? They areallthere. You have not brought them back? 

General Rineway. There are eight Army divisions in the Far East 
Command. 

Senator Frereuson. And the other two are now being brought back 
and one will be here in April? 

General Ripeway. Two out of the eight are being returned; yes, 
sir. I do not think they have initiated the movement, but they will 
very shortly, sir. 

Senator Fercuson. Is it a military secret as to the number of Korean 
divisions in Korea ¢ 

General Riweway. I think not, sir. 

Senator Ferguson. How many are there? 

General Ripneway. There are 20 altogether, and some are not combat 
effective at the moment. 
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Senator Fercuson. Can you give us the number that are combat 
effective ¢ 

General Rmeway. I would say 18 out of the 20 are. 

Senator Fercuson. The others are partly so? 

General Rweway. Due to recent activations they would not yet be 
ready. 


Secretary Wiuson. They are in training. 
DIVISIONS IN EUROPE 


Senator Frrcuson. Is it classified information as to the number of 
divisions we have in Europe? 

General Ripeway. No, sir. 

Senator Fercvuson. How many? 

General Ripeway. Five, sir. 

Senator Frrevuson. Are divisions at the present time with the new 
weapons the same size as they were previously ¢ 

General Ripeway. We have reduced the Infantry division approxi- 
mately 1,300 spaces in approximately the last 15 months. That has 
dropped the Infantry division from 18,800 to 17,500 in round numbers. 
As the Secretary of Defense pointed out, we have those tables of 
organization under continuous intensive review, and we will probably 
make further reductions in the not too distant future. 


NAVAL PERSONNEL 


Senator Frercuson. I want to ask the Navy, with the increased fire- 
power do you need the same personnel ? 

Admiral Carney. Yes, sir. We are planning to maintain substan- 
tially the same air stre sngth which is a larger percentage strength of 
the total. We will maintain that within the planned personnel 
reductions. 


MARINE CORPS DIVISIONS 


Senator Frerevuson. How many Marine Corps divisions will we 
have ? 

Secretary Wurson. Three. 

Senator Frrcvson. And how many air wings? 

Secretary ANnperson. Three. 

Senator Fercuson. Three in the Marine Corps? 

Secretary ANDERsON. Yes. 

Senator Fercuson. That is at the present time statutory; is it not? 

General Sueparp. Yes, sir. 

Secretary Witson. There was a question about it this morning. 

Senator Frercuson. Yes, on the wing and unit. 

Secretary Wrrson. A wing unfortunate sly does not mean the same 
thing. That is one of the ‘troublesome businesses we always argue 
about. A Marine wing has more airplanes in it than a land-based 
Air Force wing. 

Senator Frercuson. Are those military secrets? 

Secretary Anperson. If the chairman likes, we will furnish you a 
copy of an analysis of the wing. 

Senator Frerauson. Do you call them wings or units? 

Admiral Carney. We speak of groups for the carriers and wings 
for the Marine organizations. 
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Senator Frrcuson. You will furnish those. 

Secretary ANDERSON. Yes, sir. 

(The information referred to follows :) 

Each Marine air wing consists of 9 combat squadrons, 3 helicopter squadrons 
and other necessary squadrons, service and support units to provide a well- 
rounded capability for air tactical operations. Because of the requirement tha’ 
the Fleet Marine Forces be prepared to conduct a wide variety of combat opera- 
tions, including amphibious assault operations, the Marine air wings must be so 
organized as to support properly these varied operations. 

The current aircraft allowance for a Marine air wing is 270 combat aircraft 
and 126 direct-support aircraft. The combat element consists of fighter, attack, 
all-weather, photographic, and electronic aircraft. The direct support element 
includes fixed-wing helicopter transports, trainer and observation aircraft, as well 
as utility helicopters. 


SHIP CONVERSION AND CONSTRUCTION 


Senator Maypank. I would like the Secretary to answer two ques- 
tions. As I understand, the Navy is quite satisfied from what I heard 
here today that the appropriations are sufficient to renovate the World 
War II ships out of mothballs and go on with your construction pro- 
gram. In other words, you think it is suflicient for this fiseal 1955? 

Secretary Anperson. If you talk in terms of absolute desirability, 
all of us know that a great many of our ships were built during World 
War II and each year they get older and older. What we have at- 
tempted to do this year is to develop what in our combined judgment 
was a reasonable program of conversion and new construction. 

Senator Maypank. That was agreed upon by the Joint Chiefs of 
Staff as well as the Secretary ? 

Secretary Anperson. It was agreed upon by Admiral Carney. 

Senator Maynank. How about you, General? I read some articles 
in the papers, I do not know whether they are correct or not, that you 
were a little concerned about the reduction of the Army. 

General Ringway. In what respect? 


SOUNDNESS OF PROGRAM 


Senator Maypank. By the so-called reduction in funds for the 
Army. I did not say you said so. I said I saw some articles in the 
paper that the Army was concerned that they have been cut too much. 
Are you perfectly satisfied that the Army has sufficient funds? 

General Ripeway. That would be a pretty broad statement. 

Senator Maysank. Maybe it is too tough a question. 

General Ripeway. I accepted it. 

Senator Maypank. You were consulted ? 

General Rwweway. Yes, sir. 

Senator Maysank. And you agreed to these funds insofar as the 
Army was concerned. 

General Ripeway. It was not quite a question of agreeing to funds. 
It was a question of force levels, and then the costs followed. 

Senator MayBank. Were you satisfied with the force levels? 

General Rrpeway. I accept this program as a sound one. 

Senator Maypanx. You accept it, but are you not satisfied? 

General Ripeway. I am satisfied now, sir. 

Senator Maysank. I just wanted to get the record perfectly clear, 
because I read some statements that the Army was a little disappointed 
that it had been too much of a reduction. 











44 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


General Riveway. I think perhaps this would clarify it, Senator. 

Senator Maysank. That is all I would like to have is clarification 
so when I vote I know I got you and the Secretary of the Army in 
agreement on the appropriation. 

General Ringway. I would like, if | may, Mr. Chairman, to make a 
little bit better answer to Senator Maybank’s question. It has been 
my unvarying position that when a career military officer receives 
from proper superior authority a decision, that regardless of his 
views previously expressed, he accepts that decision as a sound one, and 
he does his utmost within his available means to carry it out, 

Senator Maypank. Yes, but at the same time you have the con- 
fidence of the people in this country, not only you but the Secretary 
as well, and you then believe it is a sound decision and you carry it out. 

General Ripeway. I certainly do, sin 

Senator Mayspank. And you are satisfied that there are sufficient 
funds. 

General Riveway. I accept this decision as a sound one and am put- 
ting everything we have behind its execution. 

Senator Maypank. I brought it up because the chairman brought up 
the question of the New Look, and that we read different statements and 
editorial comment by Secretary Dulles and others which sort of 
tended in some peoples’ minds to think we were sort of leaving every- 
thing to atomic power, rather than the regular three branches of serv- 
ices with the unification we put into effect. When I say some peoples’ 
minds, I speak only of the editorial comment. I read an article today 
about this leaving too much to atomic warfare. But you are satisfied, 
and you agree that the Army appropriation would be sufficient under 
the circumstances that we are up against today. 

General Rineway. I accept this program as sound. 

Senator Maypank. I did not ask you if you accept it. I can under- 
stand that as a distinguished military man you are, as you said in 
prefacing your remarks, a career officer will accept orders from above 
and you accept them, you accept the amount of money and the reduc- 
tion of the Army. But you do not recommend that ? 

General Ringway. The time for recommendation is past, sir. 

Senator Maysanxk. I understood that, but did you recommend it to 
the Joint Chiefs of Staff? 

General Rineway. I believe, Mr. Chairman, that I would like to sub- 
mit to you the propriety of answering these particular questions in 
executive session. 

Senator Maynank. You do not have to submit it to the chairman. 
Frankly I am looking for information. If you do not want to answer 
it, that would be all right with me, because it might be embarraasing. 

General Ripeway. I can answer in executive session. 

Senator Fercuson. You ask to have it in executive session, and we 
will have it, but you leave your previous answer that it was a sound 
decision. 

General Rmeway. What I said is that I accept this 1955 budget pro- 
gram as a sound decision, and I have no doubt of the Army being : able 
to solve the problems which that program entails. 

Senator Frreuson. Any detailed explanations that you may wish to 
make you may have the opportunity in executive session to do that. 

Senator Smith, you may examine. 
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MODERNIZATION OF NAVY 


Senator Smiru. Mr. Chairman, I would like to ask Admiral Carney. 

This morning you mentioned something to the effect that the pro- 
posed shipbuilding program for the coming fiscal year is not sufficient 
to prevent block obsolescence, but was a substantial step in that di- 
rection. Can you elaborate on this a little and tell us what would be 
necessary to modernize the Navy and prevent: block obsolescence ¢ 

Admiral Carney. My principal concern relates to two types, the 
destroyer type and the submarines, both of which were built during 
the war, and both of which will reach their effective life in large num 
bers in certain types soon. The submarines are considered to be the 
shortest lived of all the various types. 

Senator Frereuson. Would you speak a little louder, please ? 

Admiral Carney. I said my concern related to two particular types, 
the destroyer type and the submarines. Both of those types were 
built in large numbers during the war and large numbers of them will 
become obsolescent at the same time. Of the two types, the submarine 
is the shorter lived, and will present the problem at an earlier date. 
So this program does not go into requests for those two types in 
sufficient numbers to obviate the obsolescence of the types. We are 
asking for a certain number of destroyers in this program and also 
submarines. The submarine at present is undergoing a change in the 
concept of its operations and in the concept of the type to be built. 
I would expect the ensuing years to come up with a very considerable 
increase in the number of submarines and in the ensuing years we will 
have to come up with larger numbers of destroyers. But for the 
moment, and in the evolution of the types, the numbers that we ask for 
in this program I think are adequate. 

The other part of the program of conversions is designed to make 
use of hulls that are still useful and to incorporate in them the newer 
weapons, the newer equipments that we have. We get a workable 
ship at less cost that way. 


BLOCK OBSOLESCENCE 


Senator Smiru. You think, then, Admiral, that all that is being 
done is sufficient to prevent the block obsolescence in the future? 

Admiral Carney. As I said this morning, Senator, it is a start in 
that direction, but it will require continuing and possibly increasing 
appropriations in subsequent years. 

Senator Smirn. And you are making plans for that very thing? 

Admiral Carney. Yes, ma’am. We are studying that very care 


fully. 


ADEQUACY OF SHIPBUILDING PROGRAM 


Senator Smiru. Secretary Anderson, this morning you and Secre 
tary Wilson gave something in explanation of the adequacy of the 
1955 shipbuilding and conversion program, or the policy of awarding 
contracts to private industry. Do you have anything further to say 
on that than what you said this morning ? 

Secretary ANprerson. I can only emphasize what I said this morn 
ing to the extent of saying that we do realize, Senator Smith, that 
taken as a whole there is not enough shipbuilding, commercial, Navy. 
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and private, to keep all of the yards in the United States at the de- 
sired workload levels for a continuous period of time. We therefore 
feel that in each of the procurement programs that we must give con- 
sideration to a number of factors, including cost, the nec essity for 
timely completion, the need for maintaining a balanced and dispersed 
industry, the maintenance of design capabilities, and the maintenance 
of as satisfactory as possible shipbuilding potential for an emergency. 

Senator Smrru. If I understood Secretary Wilson correctly this 
morning, he said that the Navy would have to wait until you know 
how much money you were going to get before you could nake any 
plans as to the allocations of ships and the re pairs of ships. 

Secretary Anperson. Yes, ma’am. We do have the matter under 
study that we do not think we would be justified in making specific 
allocations until we know something about the program Congress is 
going to permit us to have. 


DESTROYER CONSTRUCTION IN PRIVATE YARD 


Senator Smiru. Mr. Secretary, I am particularly interested in the 
award of a contract for the construction of 3 destroyers under the 
fiscal year 1954 program. In this instance it was my understanding 
that the award was made on the basis of maintaining the mobiliza- 
tion capacity of a private yard when in fact the yard in question was 
not the lowest qualified bidder. Will you please explain why it was 
of paramount importance to maintain the mobilization capacity of 
this yard over other yards of similar capabilities ¢ 

Secretary ANperson. Yes. When the original request for proposals 
was made on the carrier, we received bids from the Newport News 
See Co., the New York Shipbuilding Co., and the Bethle- 
hem yard at Quincy. The difference between the bid by Newport 
News Co. and the bid of the Quincy yard was in the neighborhood of 
$28 million. We felt that the Quincy yard was an important yard to 
our shipbuilding potential, both because it was 1 of the 3 yards on 
the eastern seaboard that is capable of making all types, including 
the large types of combatant surface ships, and because it does main- 
tain a design staff, which is the erux of the whole Bethlehem Ship- 
building Co. complex, which includes not only that yard, but a number 
of others. We felt that this yard was necessary to our potential, but 
that we could not justify spending $28 million differential which 
would have transferred the award of the carrier from the Newport 
News yard to the Quincy yard. 

Accordingly, we took a look at the workloads in the various yards 
along the eastern seaboard and found that if the Quine y yard did not 
have some additional work that by December of this year their work- 
load would have gone to zero. We first discussed with them the pos- 
sibility of allocating some ammunition ships which were not then put 
out for bids, but the volume of work that was entailed in the ammuni- 
tion ships was not enough to keep a yard with a design staff and their 
construction size 1n operation. 

It was at that time that we examined into the Bath workload situ- 
ation and found that the Bath yard, without any additional work 
load would maintain a relatively level and slightly increasing work- 
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load over this fiscal year. We discussed the matter with the Bath 
yard, and then made the decision of taking the three destroyers from 
the Bath yard to the Quincy yard, and aw: rarding to the Bath yard an 
LST ship which is in the neighborhood of 13 or 14 million dollars. 

We then discussed with the | Quincy yard the question of whether or 
not the award of the destroyers would keep the yard and the design 
staff in operation and required them to decrease their initial proposal 
by $1 miliion per Ps so that the difference which we paid was a dif- 
ference of about $614 million. That difference, of course, Senator 
Smith, can only be construed as a premium which we were willing to 
pay in inlet to keep the facilities of the Quincy yard of the Be thle 
hem Steel Corp. in business as a potential mobilization asset. 

Senator SmirH. You gave the Bath yard a contract for about $14 
million instead of the $48 million they had been the lowest bidder on. 

Secretary AnpeErson. It would have been $46,400,000. 


QUESTION OF AWARDS TO LOW BIDDERS 


Senator Smiru. Mr. Secretary, if by good management and low 
overhead rates a company is able to submit the low bid, what assur- 
ance may that company have of receiving Navy contracts for ship 
construction when past experience has revealed that awards are not 
always made to the low bidder ? 

Secretary Anprrson. Senator Smith, again I say to you that we 
do have a great appreciation of the fact that the Bath yard made 
every effort and was the low bidder. In our Sothasinns with Mr. 
Newell on this subject, he pointed out to me that they had approached 
their problem both from the standpoint of their management and 
from the standpoint of their workers, of trying to be as low as possible, 
and they were proud of the fact that they had been low and justifiably 
so. We felt that we were not in the position, and I do not feel now 
we are in the position, to make the commitment for future work to 
the Bath yard specifically, but nevertheless, we realize its importance 
not only as a yard, but as a yard which has demonstrated the capa- 
bility of building ships economically. We will keep that in mind in 
making allocations of shipbuilding in the future. 

Senator Smrru. Mr. Secretary, it seems to me that there can be 
little difference in the cost of materials going into the construction of 
a major type ship. There may be some difference in labor costs, 
depending on the location of the shipyard, but this should not be 
great and therefore if the bids of two or more different companies 
vary extensively it must be due to higher overhead rates. Do you 
not consider such a variation a reflection upon the efficiency of 
the yards submitting the higher bid? 

Secret: ry Anperson. I would not want to be critical of a specific 
yard, because I think each company would approach the matter of 
making proposals probably differently. I do think that there is some 
difference in labor costs. If there is the difference in material cost 
I am not entirely aware of it. Certainly in the yards which have 
substantial design staffs, there would be overhead costs or design or 
engineering cost, however, it might be classified. It would not be 
comparable with those which had a smaller or no design staff. 

44991—54——4 
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COMPARISON OF SHIPBUILDING YARDS 


Senator Surrn. Do you consider the yard receiving the bid for the 
three destroyers in question in the 1954 program to be more or less ef- 
ficient than the other yards bidding on the same contract, particularly 
as compared to the yard submitting the lowest bid. 

Secretary ANperson. Again, Senator Smith, I would not try to make 
a specific analysis of the efficiency with the facts which I have at hand. 
We are simply of the opinion—and it was a very considered one—that 
because of the design capability of the Quincy yard, because of the 
contribution which it made during the Second World War, that we at 
this time needed to kee p the | ote ntial in existence, 

Senator Smirn. Mr. Boiesae is it not true that the overhead rate 
on the bid of Quincy was nearly twice as great as that of Bath? 

Secretary Anverson. That I do not remember, Senator; as far as 
the analysis of the specific bids are concerned, I think that would be 
something which would be privileged so far as individual companies 
are concerned as a matter of public record. But IT would be glad to 
make it available to the Senator. 

Senator Smirn. I think it should be made available to the committee 
for the record. 

Does the successful yard build a better ship than any other in your 
estimation ¢ 

Secretary Anpverson. If by that we mean would the Quincy yard 
build a better ship than the Bath yard, I would certainly say not 
necessarily so. It was not upon that basis that we made the decision, 
but rather upon the basis of keeping the potential alive in the Quincy 
yard. 

Senator Smiru. It is true, is it not, that the record shows that the 
Bath destroyer is built quicker, more economically, and better than 
any other yard? 

Secretary Anperson. Senator, I would not dispute the question. I 
do know that with us Bath has a very fine reputation as a builder 
of destroyers. 

Senator Smiru. If the purpose in making the destroyer award was 
for the purpose of maintaining the mobilization capacity of the yard 
receiving the bid, would it not have been appropriate to divide the 
construction of these ships among three different yards ? 

Secretary Anperson. Senator Smith, the analysis which we have 
of the situation was to the effect that it would require the three ships 
to keep alive the potential of both design and construction, which was 
in the Quincey yard. As I indicated earlier, our first approach to 
the problem was to try to award some ammunition ships which were 
a much simpler type in an effort to keep it alive. We reached the 
conclusion that was not sufficient to keep the design and construction 
staff in existence. 

CARRIER CONSTRUCTION 


Senator Smirnu. It is my understanding that the Navy was pre- 
pared to absorb some differential in connection with the construe- 
tion of the carrier in the 1954 program. However, it was found that 
the differential was so great between the lowest bidder and the other 
two bidders, it was believed imperative to award the contract to the 
lowest bidder, as vou have already said. Considering the award of 
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the carrier to the lowest bidder a saving of $28.3 million was made 
for a percentage of 19.3. Had the destroyer contract been awarded 
to the lowest bidder, a saving of $644 million would have resulted 
for a percentage saving of 12.2 percent. Was it this relatively small 
difference in the percentage of saving that influenced your decision 
or whomever made the decision in making these contracts? 

Secretary ANpreRson. No; I think so far as dollars are concerned, 
that we were influenced not by percentages but by the magnitude of 
the overall cost. 

Senator Surru. In other words, you were paying a subsidy to keep 
the Quincy yard open. 

Secretary ANperson. Certainly we were paying a premium for it. 

Senator Saurru. Mr. Secretary, I would like to have you provide the 
committee with a report of all instances in 1953 and 1954 when ship 
construction contracts were awarded to other than the lowest respon 
sible bidder, to whom such awards were made, and the reasons there- 
for. Also, please provide the names of the lowest responsible bidders 
in these instances. 

Secretary ANpERSON. We will be glad to. 

(The information referred to follows :) 

The only such award was the one made to the Quincy, Mass., es ard of 
the Bethlehem Steel Co. for three destroyers at a fixed price of $53,022,000. 
This award was made on February 2, 1954. The firm submitting the lowest 
quotation was the Bath Iron Works, whose price was $46,476,960. The reasons 
for making this award have been given in the preceding testimony. 


RELATION OF CONTRACT AWARD WITH ECONOMY IN GOVERNMEN'I 


Senator Smirn. I have just one more question. In view of the 
pledge of the Eisenhower administration for more economy in Gov 
ernment, and in view of the pledges of the Pentagon of more defense 
per dollar, I would like you to tell me how the award of the three de 
stroyers to Quincy at an added cost of six and a half million dollars 
to the American t: ixpayers constitutes economy in government and 
more defense per dollar. 

Secretary ANpDERSON. Senator Smith, I do not know what it would 
cost to allow a yard of the size of Quincy to go out of business and to 
then have an emergency in which we would be required to rehabilitate 
and put back into operation and reassemble the craft and design capa- 
bilities. We felt that it would be a substantial cost. Certainly there 
may be differences of opinion as to the desirability or appropriateness 
of the action which we took. Nevertheless, weighing the fact that 
we felt that we should keep the Quincy yard alive as a potenti: al in 
this time of uncertainty, we felt that we could better afford a six and 
a half million dollar differential in cost than to allow the Quine y vard 
with its design and construction capabilities to close. There is no 
doubt but that it is costing the American taxpayer six and a half 
million dollars more. It isa premium. It is one that we arrived at 
in the best considered judgment that we had. I hope that it was the 
right decision. 

Senator Smrru. In other words, you rewarded the yard who had the 
high overhead at a sacrifice of the lowest qualified bidder. That is 
all, Mr. Chairman. 

Secretary Witson. I would like to comment a little bit. 

Senator Frercuson. You may proceed. 
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Secretary Wiutson. Our Government has spent not ten million but 
billions of dollars in establishing a mobilization base in this country 
for our military requirements and our possible military requirements 
if we are so unfortunate as to get into a war. This particular one 
here was one we struggled with, Secretary Anderson analyzed all 
the factors in it. It is the kind of compromise we hope we do not 
have to make very often. Nevertheless, all factors considered, all I 
can say is that we gave it serious study and careful thought, and we 
did the best we could with it. 


POLICY ON REQUESTS FOR BIDS 


Senator Smrru. Mr. Secretary, may I ask you why you ask for bids 
if you are not going to pay any attention to them in the final decision ? 

Secretary Wizson. I do not think you ought to take this case as 
establishing a policy that we are always going to do it this way. Part 
of this difficulty comes about through the fact that things like ships, 
airplanes, and all these complicated things that we are building for 
our modern military requirements take a lot of time. There is a time 
factor in it. Unless we plan on a somewhat longer basis we do not 
do as well as perhaps we might. One of my criticisms—and I do not 
mean to be too critical about it, because I know how it happened— 
is that when I look over the program down here and try to look 
out ahead, my greatest criticism is that there were no very well 
defined plans on how we preserve our mobilization base when the 
orders run out. This ship business is one of them, but we have plenty 
more of them to worry about. 

I called it the crash program, and I do not mean that critically. 
We had a program and we dived into it as a Nation, and we set up a 
lot of businesses and we spent, as I say, billions of dollars creating 

capacity and getting equipment together, and in many cases we have 

no agreements or plans on how we maintain that mobilization base. 
We are going to be looking right down the gun on the ammunition 
thing before too long, because we created a lot of capacity. We even 
pushed some more up not too long ago because we did not know for 
sure how long the Korean war would last, and we certainly did not 
want to be short of ammunition. 

Shipyards are a little extra difficult because while they are dual- 
purpose units as between commercial and military, we happened to 
get caught where with a drop in the civilian requirements for ship- 
building at the same time that we did not have as much military re- 
quirement as we would like to have, and we tried to give everybody 
what they would like to have to keep their yards up to capacity. 


MAINTENANCE OF MOBILIZATION BASE 


The only explanation of this is that it is a combination between a 
purchase at the lowest amount and an honest effort to maintain this 
mobilization base which has cost the Nation billions of dollars. We 
could have put the new big carrier up there. That would have cost $28 
million more. So we tried to compromise the thing the very best we 
could. We feel indebted to your friends up at the Bath Iron Works 
because they are a good outfit, and are going to continue to be one. 
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They have a little extra credit in the bank with us, if you want to look 
at it that way. 

Senator Smiru. There is not much satisfaction in being a good 
operator, is there, Mr. Secretary ? 

Secretary Wiison. I have had that experience a few times when I 
lost the business. 


COMPARISON OF QUINCY AND BATH PLANTS 


Senator Tuyr. Mr. Chairman, might I get some information that 

do not have? The Quincy plant was running out of its contracts 
so that without these 3 destroyers that were involved in the contract 
the Quincy plant would have been shut down when ? 

Secretary Anperson. December of this year they would have been 
out of work. 

Senator Tuyr. You mean they would have been out of work 
December 1954? 

Secretary Anprrson. Yes, sir. 

Senator Tryr. And the Bath Iron Works is the other plant in ques- 
tion, and that was the low bidder. Am I correct in that? 

Secretary Anprerson. Yes, sir. 

Senator Tuyr. Was that the other plant that was the low bidder? 

Secretary Awnperson. Yes, sir. 

Senator Tuyr. What is their status? When will they be out of 
work ? 

Secretary Anprerson. May I show the Senator these charts? 

Senator Frreuson. Yes. This is security, and that is the reason 
he has to show you off the record. 

Senator Ture. If that is an answer that should not be made here, 
then I shall not ask for it. 

Secretary Anperson. It is all right. 

(Discussion off the record.) 


PLANT SUBSIDIZATION 


Senator Tuyr. With the uncertainty, then, Mr. Secretary, of the 
world situation you just had a positive feeling that in order to main- 
tain that crew of skilled workers and to keep that plant in operation, 
you would have to sacrifice a certain amount as a subsidy in the 
difference between the two bids on that contract ? 

Secretary Anperson. Yes, sir. 

Senator Tre. That is primarily what you were faced with. In 
other words, it is just a question that we know that we are subsidizing 
this plant, but we have to do it. 

Secretary Anperson. There is no doubt in our minds but what we 
were paying the premium. We paid the premium because we felt 
that the national interest was such that we should keep the Quincy 
yard with its design and construction staff alive. 

Secretary Witson. Do you have any figures there showing the size 
of this Quincy yard? This is not a little one. 

Secretary Anpverson. I do not have those figures with me. 

Secretary Wison. ee many people have ‘worked at it at times? 

Secretary Anperson. I do not have those figures. I can furnish it. 
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(The information referred to follows :) 


The peak World War II employment at the Quincy Shipyard was 31,617 in 
February 1943. Employment at the Quincy yards in February 1954 totaled 
5,835 people 


NEED FOR COMPLETE AND FULL AISSWER 


Senator Thye. You see, Mr. Secretary, it involves this, that were 
I the Senator representing that area, I would have to have without a 
question in my mind a satisfactory answer that there was neither 
friendship nor anything else that could have entered into the final 
decision in the letting of this contract. That is the No, 1 thing I 
would have to have clear in my mind. 

Secretary Wixson. I do not think anyone has raised that question 
with Secretary Anderson. 

Senator Ture. I grant you that. Iam speaking now as if 1 were 
the Senator representing that area; that is the first question I would 
have to have clear in my mind. 

Then the second would be that I would have to have a complete and 
full answer, because I would have to be prepared to answer my con- 
stituent, and I had to be certain that I had a clear answer that could 
not in any sense be torn down in a future time, and when I did not 
want it torn down, and that would involve me, and why did I not put 
up a fight here. That is the reason why the Senator from Maine 
must have these questions because it must be proven without a doubt 
that you took into consideration the entire defense problem that you 
would be faced with because we are not certain what the world situa- 
tion will be 1, 2, or 3 years from now, and you could not in any sense 
chance the closing down of a plant so important, if in the event the 
world situation compelle -d some action other than what you now know 
of in the next 15 months or 2 years. That was the decision that you 
had to make and that was the reason why you subsidized the plant, 
rather than to see it go to the lowest bidder. 

Secretary Witson. I understand your point and I understand 
Senator Smith’s position, and we want to be as helpful as we can. I 
think that I might say that where this is involved in something we 
were talking about a while ago, about this block obsolescence, and 
whether we were ready to pus sh ahead, if we immediate sly stepped our 
program up, we might build some more obsolescent ships and we 
might have some more block obsolescence a little later on. Our pro- 
gram is laid out so that we knew sooner or later we will build extra 
ships and we do not dare take a unit like this out of production. 

Senator Smitn. Being the businessman you are, Mr. Secretary, 
would you not think that some effort should be made to bring the 
Quincy yard down to the Bath price? 

Secretary Wixison. I am sure that Secretary Anderson did make 
that effort and was partially successful. 

Senator Smiryu. With the overhead at the rate it is? 

Secretary Anprerson. We made an effort to bring it down as low as 
we could, Senator Smith. The difference originally between the 2 
yards was more than $9 million. We required the Quincy yard to 
reduce their price by $3 million. 
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Senator Smirn. Mr. Secretary, | must say it is very difficult for me, 
and Tam sure it will be for all the other Senators to talk about econ 
omy in this administration and more defense for the dollar when we 
know we are spending $614 million as you are with the overhead as 
it is in Quincy. 

DECISLON DIFFICULT 


Secretary Witson. | do not want to open up any new problems, 
but we are not paying the same kind of money many places for things 
because we have to take the capacity that exists. Also within reason 
we have to give consideration to the people. If this business had been 
placed at Bath, which we would have hked to have done, they would 
have had to hire additional people there beyond their present working 
force. That ismy understanding. We would have had another group 
of people with nothing to do at all, and we would have collapsed the 
facilities and the management besides, because with nothing they 
even lose their engineering and their top management. It was a diffi- 
cult decision. We have to look at it a little broader than just the 
straight out-and-out thing of money for the particular item. We 
have done that many, many other places in the record of the Defense 
Department. 

Senator Fereuson. Are there any other questions / 

Senator Smirn. Not at this time. 

Senator Frrauson. Senator Thye ? 

Senator Tryp. No. 

Senator Frercuson. It is almost 5 o'clock. I think what we will do 
at this time is to recess for Admiral Radford tomorrow morning at 10 
o’elock in this room. 

Admiral, I wish you would decide who you want here. As I under- 
stand it, you have a statement to make in the public hearing. 

Admiral Raprorp. Yes, sir. 

Senator Frreuson. Then you have an off-the-record briefing of 
several hours. 

Secretary Winson. The admiral tells me his statement is 20 minutes. 
1 do not know whether you would like to have that and then have the 
briefing which is a separate thing, and cannot be a public one. 

Senator Ferauson. That is right. 

Secretary Witson. So if you want to finish up the public hearing, 
we can do it in 20 minutes. 

Senator Frerevuson. We only have three Senators left, and I would 
rather have them here so they could make up their minds. 

Secretary Witson. Yes, sir. 

Senator Frercuson. But I will do this with the admiral’s statement. 
I will release it at this time as a p. m. release tomorrow so that if the 
admiral desires to make any changes in it, he can do it, but the press 
will have it for p. m. releases tomorrow. That will be a protection 
if you do, because of the test imony here, want to make any alterations 
or additions, you can do that. 

We will insert, at this point in the record, the prepared statements 
of Secretary Stevens, General Ridgway, Secretary Anderson, Admiral 
Carney, General Shepherd, Secretary Talbott, and General Twining. 
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(The statements referred to follow:) 


STATEMENT OF SECRETARY OF THE ARMY Rosert T. STEVENS IN CONNECTION WITH 
THE DEPARTMENT OF THE ARMY BupGet ESTIMATE FOR FiscaL YEAR 1955 


INTRODUCTORY REMARKS 


I appreciate the opportunity of appearing again this year before your com- 
mittee to discuss the Army’s annual budget request. Having, as I do, a profound 
respect for the elective office in this free democracy of ours, I consider it not 
only a solemn duty but a real privilege to cooperate with committees of the 
Congress and with individual Members as well. As I enter into my second year 
as Secretary of the Army, I should like to give you some account of the Army’s 
activities during my first year in office and to lay before you some of the problems 
and considerations that face us in the future. 

The most important single event of the past year for the Army, and indeed 
for our entire country, was the termination of hostilities in Korea in July of 
1953. While the bloodshed has ceased, we face a period when international 
tensions continue high—a period which the President has called one of “uneasy 
peace.” The Army is confronted with serious problems which we have not 
previously had to face except in time of war. 

In dealing with these problems, we in the Army must approach them within 
the framework of the entire Department of Defense, for the Army is, after all, 
but one of the members of that organization. The Army’s role in national 
security is one which we share with those who have fought and who are prepared 
to fight again on land, on the sea, and in the air. The Army, therefore, strongly 
favors the development of a more powerful Air Force and a Navy which is 
increasing its effective air strength and continuing to modernize its fleet. All 
of us are on the same defense team together. 

Since this is the first occasion upon which General Ridgway and I have 
appeared together before this committee, I should like to pay tribute at this point 

» his leadership in the Army, and to the spirit of support and cooperation which 

e inspires in his subordinates and in all those who work with him. My close 
association with General Ridgway during these past 7 months has strengthened 
my faith in the Army’s system of training and developing senior officers. This 
country is indeed fortunate in having as Chief of Staff of the Army today a man 
of General Ridgway’s character, integrity, and ability. 

I should now like to present some general comments with respect to major 
issues and areas of concern to the Army today. 


FISCAL YEAR 1955 ARMY BUDGET 


The Army program for fiscal year 1955 which I am here to discuss with you 
today will require the obligation of funds in the amount of approximately $10.4 
billion. This amount will be met by the $8.2 billion of new funds requested by the 
President and by the application of prior year funds which will remain available 
for use. The budgeted request of $8.2 billion in new appropriations is $4.7 billion 
less than the amount appropriated for the current year and $5.2 billion less than 
that appropriated for fiscal year 1955. 

The $8.2 billion request as submitted and discussed with the House Appropria- 
tions Committee has been adjusted during the past few weeks through our con- 
tinuous efforts to reduce to the minimum our dollar needs. Due to a changed 
program for ROTC graduates, there will be an increase in the miiltary personnel 
Army appropriation to support, in part, an increased military end strength of 
the Army resulting from the call to active duty of all ROTC graduates. However, 
through other adjustments to the MPA and the M. and O. appropriations, we are 
reducing our fund requirement in the net amount of $133 million. Thus, we are 
reducing our appropriation request from $8.211 billion to $8.077 billion. 

Additionally, through improved management of the Army stock-fund opera- 
ticn, we are offering again this year a reduction in the capitalization of the 
fund in the amount of $250 million. The reduction of this fund was $285 
million at the end of fiscal year 1953. The amount of $250 million can be 
returned either to the Treasury or reauthorized for transfer to general appro- 
priations by the Appropriations Committees of the Congress for continued availa- 
bility during fiscal year 1955, in which event a further reduction in our request 
for new obligational authority can be made, bringing our request to $7.827 
billion. 
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Actual expenditures by the Army during fiscal year 1955 are expected not 
io exceed $10.2 billion according to present plans anc barring unforeseen develop- 
ments. This rate of expenditures will be considerably below the current planned 
rate of $14.2 billion for fiscal year 1954 and the $16.5 billion rate which obtained 
in fiscal year 1953 when we were still at war in Korea. These reductions have 
been made possible in part by the termination of hostilities in Korea ; by decreases 
in the procurement and production of har@ goods; by reductions in military per 
sonnel and curtailment of the civilian personnel force; by a reduction in inven 
tories—“living off the shelf ;” and by savings in transportation, construction, and 
maintenance costs. 

An identical trend is occurring with respect to the unexpended balances which 
will exist at the end of the current year and at the end of fiscal year 1955. Wor 
example, we estimate that by the end of fiscal year 1954 the unexpended balance 
will be $14,164 million (of which about 70 percent is already obligated) and by 
the end of fiscal year 1955 there will be a drop in this balance of almost $3 billion 
to a total of approximately $11.5 billion (of which some 80 percent will have been 
already obligated). Over 60 percent of these balances occur in the areas of major 
procurement, military public works, and research and development, all of which 
possess a long lead-time characteristic. The remaining 40 percent represents 
balances which accrue for 2 reasons: First, there is the lag which inevitably 
exists between incurring an obligation and its liquidation. The goods and serv- 
ices which the Army receives during the latter part of any fiscal year are paid, 
in many instances, after the beginning of the new fiscal year. The second reason 
is that reductions in programs such as those which I have enumerated above 
result in deferring obligations or, where necessary, “deobligating” funds. 


STRENGTH AND FORCES 


The budgetary requests which I have just outlined are based upon a begin- 
ning military strength of 1,407,200 personnel and an ending strength of 1,172,700. 
This reyresents a reduction of some 234,000 military personnel during the fiscal 
year 1955. During the hearings before the House, I discussed an end position 
of 1,164,000 for fiscal year 1955 which was based upon a plan to call to active 
duty a total of 2,200 ROTC graduates for a 2-year period with the remaining 
graduates reporting to active duty for 90-day training periods and then revert- 
ing to an active role with a Reserve component in their community. It has 
since been decided to call to active’ duty all ROTC yvraduates during fiscal year 
1955, with a resulting increase in end strength of 8,700 personnel for a new 
end strength of 1,172,700. 

Army forces will be reduced from the present 20 divisions to 19 by the end 
of fiscal year 1954 through the return of two divisions from the Far East to 
the United States for release from the Federal service and by the activation 
of an additional armored division. The 40th Division from California and the 
45th Division from Oklahoma will be returned to State control. I might here 
point out that the equipment of the two divisions returning to the United States 
will be left in Korea and will be available for utilization of forces in the Far 
East. 

During fiscal year 1955 a further reduction to 17 divisions will occur. There 
will be no change from the current organization of 18 regiments and regimental 
combat teams, and antiaircraft battalions in the active Army will be increased 
from 117 to 122. 

Since I became Secretary of the Army, substantial reductions have occurred 
in the level of civilian employment. The total strength of 537,000 on the rolls 
on January 31, 1953, had been reduced to 450,000—a reduction of 87,000—by 
March 1, 1954. Further reductions are planned for fiscal year 1955. 


MANPOWER AND RESERVE FORCES 


Our experiences of the last decade have taught us that so long as we are 
required to maintain an Army much in excess of 600,000 men, we shall have to 
resort to induction to maintain our forces. Thus, we know that for the years 
immediately ahead we will be required to ask the Congress to authorize its 
continuance. 

Our anticipation for fiscal year 1955 is that our losses by attrition and termi- 
nation of service will exceed our numerical reduction in strength by such num- 
bers that we must induct nearly 300,000 men during the coming fiscal year. This 
we shall do at a rate of approximately 25,000 men per month. 
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There is another and very important area of Army activity which I wish 
particularly to discuss with the committee, and that is the Army Reserve pro- 
gram—a program for retaining in a semitrained status that vast reservoir of 
officers and enlisted men who have once served the Nation in war, or who are 
participants in one or another of our varied Reserve programs. These men must 
be kept in the Reserve, they must be kept interested and trained, and we must 
find a means of making the program vital and effective. 

This problem is of concern not only to the highest officials of our Government, 
but to our entire Nation, and the Army intends to find a solution. 


BASIC ASSUMPTIONS 


It will be apparent that our ability to maintain an Army capable of meeting 
our international commitments and other assigned missions with a 17-division 
force is predicated upon certain basic assumptions. These assumptions are: (1) 
that hostilities requiring the use of United States Army forces will not be 
resumed in Korea; (2) that the buildup of the Republic of Korea Army to 20 
divisions will have been accomplished by June 1954. (In this connection, I 
might point out that our plans call for supporting the ROK forces by the Army 
throughout fiscal year 1955, although it is hoped that their support will be 
assumed by MDAP thereafter); (3) that the buildup of the Japanese national 
safety forces continues as presently planned; and (4) that no additional require- 
ment is made upon the Army. 


THE COMMUNIST MENACE 


Despite the basic assumptions which T have just recited I do not believe that 
the long-range Communist menace has abated one iota. In my judgment Com- 
munist rulers remain convinced that permanent hostility exists between the 
Communist and the free world, and their basic objective continues to be an ex- 
pansion of their own sphere of power. The ultimate aim of communism remains 
the eventual domination of the non-Communist world. This thought must 
remain ever present in our minds when we consider plans for our forces for the 
years ahead. 

DEFENSE OF CONTINENTAL UNITED STATES 


Despite our commitments in the Far East and in Europe one of the Army’s 
most important responsibilities is the defense of the continental United States. 

I shall mention but one element, our antiaircraft defenses. In addition to 
gun and skysweeper battalions, we are increasing the number of NIKE 
antiaircraft battalions in being and located on site. Although in selecting these 
sites primary emphasis must be placed upon the tactical requirements for the 
protection of population centers and other vital locations, consideration must 
be given the public so as not to disturb unduly civilian communities by removing 
valuable agricultural or industrial properties from useful pursuits. 


PROCUREMENT AND PRODUCTION 


In past years one of the largest items in the Army budget has been “Procure- 
ment and Production,” the appropriation that provides for the purchase of our 
“hardware,” such as tanks, vehicles, artillery, and ammunition. This year, the 
Army is requesting no new funds for this purpose since the estimated procure- 
ment program of $1.9 billion for fiscal year 1955 will be met through application 
of unobligated balances available from prior years. 


MOBILIZATION BASE 


We are readjusting our production schedules in keeping with the new struc- 
ture of the Army and with as little impairment of our industrial suppliers as 
possible. To accomplish this we are attempting to extend over a longer period 
of time certain of our production contracts, thus continuing in operation for as 
long as possible as many of our contractors and subcontractors as we can. 

With our producers of strictly military items we have developed programs 
which will put their facilities, factories, and tools for the production of one- 
purpose items on a standby basis with tools and plants available for quick re- 
conversion or reactivation in the event they are needed. 

Money for maintenance and standby care protects our production potential and 
should be considered as the premium we pay for insurance the Nation could ill- 
afford to be without. 
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RESEARCH AND DEVELOPMENT 


The production of superior weapons and equipment for the present and for the 
P future is dependent upon intelligent research testing and development. For this 
reason, the Army has supported vigorously a forward looking research and de- 
velopment program. For fiscal year 1955 we are requesting $355 million, which 
will support a level of activity substantially the same as for the current and past 
year. Among the objectives which will receive emphasis will be the further de- 
velopment of effective weapons for antiaircraft defense in the very high and very 
low altitude zones, electronic countermeasures and communications and surface- 
to-surface missiles in support of land combat forces. 

There have been, of course, many noteworthy results achieved during the past 
several years. For example, the Honest John, a free rocket, has been ordered 
issued to troops this year. Batteries of this rocket will be utilized in a heavy 
artillery role to augment the capability of the 280-millimeter gun battalions. 
The importance of this rocket is its ability to deliver an atomic warhead, plus its 
simplicity, reliability, and invulnerability to countermeasures in flight. 


FINANCIAL MANAGEMENT 


One of the first things I did when I became Secretary of the Army was to take 
inumediate steps to develop adequate information on the dollar value of our inven 
tories of supplies and materials. To this end, six firms of certified public account- 
ants were engaged to design and install a modern system of accounting, in 
financial terms, for all bulk stock inventories in all the supply depots within the 
United States. By January 1, 1954, all the depot stocks in the continental United 
States had been placed under the system. Trial runs of statements have demon- 
strated the tremendous potentials both for improved supply management and 
for more accurate information in development of the Army’s logistical programs. 

One firm of certified public accountants is also preparing a plan to extend the 
system beyond supply depots by installing it in selected posts, camps, and stations 
within the United States by the end of fiscal year 1954. Moreover, it is contem- 
plated that the system will also be installed in overseas commands before the 
end of this fiscal year. 

During the first quarter of fiscal year 1954 the Army initiated an active program 
for the conservation of procurement funds. The major elements of this economy 
program included limitations on inventory levels of Army-owned materiel in 
depots, periodic review of inventories at supply and stock-control points, and 
maximum use of open-end and call-type contracts. 

In order to rid the Army supply system of all stocks which are excess to overall 
requirements, an intensive program is being carried on for the disposal of excess 
and surplus supplies and equipment. It is estimated that during fiscal year 1954, 
$1.2 billion worth of property, at acquisition cost, will be declared excess or 
obsolete, and of this amount two-thirds will actually be disposed of as surplus 
by the end of fiscal year 1954. This program will be vigorously continued into 
fiscal year 1955. 

ARMY REORGANIZATION PLAN 


In September 1953, I appointed an Advisory Committee on Army Organization 
to review the organizational structure of the Army in the light of the President’s 
message to Congress transmitting Reorganization Plan No. 6 of 1953. This group, 
known as the Davies committee, was headed by a civilian and included 3 other 
civilians and 1 general officer as members. The findings of the committee were 
reported to me in December and I released them for publication in January. I 
believe that the committee’s recommendations are sound and should be incorpo- 
rated in the organization of the Army, particularly as they apply to the logistical 
and supply organization where, in the committee’s opinion as well as my own, 
more effective and precise management is required. 


CONCLUSION 


I would like to take this opportunity to pay tribute to the magnificent spirit 
which I have found at all levels in the Army staff during my period as Secretary. 
I have found the officer corps of the Army is unparalleled in quality, its devotion 
to duty is superb, and the spirit of conperation which I have found throughout 
the Army Establishment everywhere has given me a feeling of renewed confidence 
in the ability of the Army to discharge whatever mission at home or abroad may 
he assigned to it. 
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STATEMENT BY GEN. Matruew B, Ringway, CHIEF or Srarr, Unrrep STATES ARMY 


I wish to express to this committee iy deep sense of privilege in taking part 
in this presentation, Which is typical of our Nation’s democratic processes in 
operation. It is in these hearings that the Army has its opportunity to present to 
the Congress and to the American people the program for liscal year 1955 whereby 
the Army plans to accomplish the many tusks assigned to it. 

Jecause of the importance of the Army to our national security—so clearly 
demonstrated in the events of recent years this budget seeks to achieve the 
maximum combat capability for the Army within the means provided by national 
policy. 

The National Security Act of 1947 states that the United States Army “shall 
be organized, trained, and equipped primarily for prompt and sustained combat 
incident to operations on land. It shall be responsible for the preparation of 
land forces necessary for the effective prosecution of war except as otherwise 
assigned and, in accordance with integrated joint mobilization plans, for the 
expansion of peacetime components of the Army to meet the needs of war.” 

This overall mission is ever uppermost in mind. 

As Chief of Staff of the Army, I am, by law, “directly responsible to the Secre- 
tary of the Army for the efficiency of the Army, its state of preparation for 
military operations, and plans therefor.” As Chief of Staff of the Army, I am 
also a member of the Joint Chiefs of Staff, who are by law the principal military 
advisers to the President, the National Security Council, and the Secretary of 
Defense However, the statutory responsibilities as a member of the Joint Chiefs 
of Staff are additional, and in no way lessen my responsibilities as Chief of 
Staff of the Army, the role in which I appear here today. 

he Army has been guided in the preparation of this budget by basic guidance 
from authoritative levels. 

While there is no magic in mere numbers of divisions, we must have a yard- 
stick, a finite factor with which to measure our Army’s strength and needs 
for the safety of the Nation, and I shall speak in terms of divisions, the most 
readily recognizable yardstick, since these are our major combat units around 
which our other forees are grouped, or which they support. 

Remember, however, that there are numerous combat organizations of great 
total numerical strength which are essential parts of the Army’s combat echelons 
and are not parts of the Army’s divisiotns. First of all, we plan to have 
18 regiments and regimental combat teams to meet commitments requiring 
less than a division foree. Then, we expect to have 122 antiaircratt battalions 
for the protection of our forces overseas and vital areas at home. Finally, there 
will be 148 other combat battalions—engineer, armor, field artillery, guided 
missile. and rocket battalions essential to the support of our divisions in battle. 

Furthermore, there is ‘another element absolutely essential to the sustained 
action of the foregoing fighting units which must receive an allocation of strength 
if the Army’s Field Forces are to be capable of carrying out their primary mis- 
sions. I refer, of course, to those service units which must be on hand in order 
that there may be passed into the hands of the troops the vast quantities of 
ammunition, weapons, gasoline, and food which are consumed in combat. This 
grouping of fighting and service elements we might refer to as combat field 
Army forces, Behind these field forces there must be, of course, sufficient sup 
port to introduce into the theater the men and munitions required by the field 
forces, These we might refer to as base support forces. 

In addition to these 2 major groupings which are necessary in the perform- 
ance of the Army’s primary missions, there are 2 other major areas of personnel 
requirements. First, there are those fixed requirements in support of other agen- 
cies of the Government, international headquarters, joint activities, Reserve 
component instructors, Alaskan Communications System, and the like. The other 
major area involves those personnel who are in a trainee and transient or patient 
status. If we subtract from the total Army strength of 1,172,700 those personnel 
required for these latter 2 areas, we find that the remainder available for organiz- 
ing into both combat units and units to support the combat units is 857,692 per- 
sonnel. Of these, 188,176, or 21.9 percent, are required for support forces world- 
wide, while 669,516, or 78.1 percent, are devoted to the combat field Army forces. 

There is nothing as good that I know of in any other first-class military organi- 
zation anywhere in the world. Remember also, gentlemen, that with divisions 
must go morale, lendersiip, and the support of the people at home. 
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CURRENT WORLD SITUATION 


I shall now present a brief analysis of the world situation in order to develop 
the background against which the problems facing the Army can best be appre- 
ciated. 

There is no supportable reason to expect abandonment of the ultimate inten 
tions of the Soviet bloc to bring about our downfall, nor any reason for expecting 
any Soviet concessions on the major problems contributing to present inter- 
national tensions. The Berlin Conference makes that clear. The strength of 
the maior components of Soviet bloc military power continues to increase. Its 
industrial capabilities continue to expand. The bloc’s overall objectives of over 
throwing the Western world and securing world domination appear unchanged. 

As a result of this continued increase in the components of bloe military 
strength, unaccompanied by an offsetting increase in Allied strength, the United 
States and its free world allies are being faced by Communist armies, navies, 
and air forces—formidable in size, modern in materiel and techniques, deployed 
in threatening posture around the periphery of the [ron Curtain from the North 
German Plain to the maritime areas of eastern Siberia. 

The menace, inherent in the existing situation, is illustrated at every signifi- 
cant point of contact between the Soviet bloc and the West. The large Soviet 
forces stationed in Germany since the end of the war comprise more than an 
occupation force. To the south, Yugoslavia would be hard pressed were the 
armies of the Balkan satellites, with Soviet logistical support, to move against 
her. If Yugoslavia fell, Italy weuld be gravely weakened. Turkey has a 
touch, ready army, but it is an army that, for geographical reasons, must face 
major threats on both the east and west. Iran and Pakistan are today prac 
tically defenseless in the face of Soviet strength in the Middle Bast. 

In the Far East, the Soviet Union has continued to hold strong balanced forces 
of all arms, basked by steadily growing local industrial capacity. North Korea 
and Communist China have demonstrated their power. Aided by the Soviet 
Union, their military forces have progressed from the status of mere masses of 
riflemen toward the status of more modern armies, better equipped, and better 
capable of meeting the forces of the free world on equal terms. 

Lastly, the growth in Soviet nuclear capabilities has come to form the basis 
for an increasing threat to the United States. 


MISSIONS AND COMMITMENTS 


Up to this point I have presented primarily the intelligence picture of the 
most critical areas from the Army viewpoint. I should like now to review 
the missions and commitments with which the Army has been charged under 
our national defense plans. These are of particular concern, since we are 
steadily reducing Army forces—a reduction through which our capabilities will 
he lowered while our responsibilities for meeting the continuing enemy threat 
have yet to be correspondingly lessened. In the long-range view, it is contem- 
plated that the execution of these missions may be modified by complementary 
means being developed within the military establishment. In the development 
of these new means we must not, however, lose sight of the Army’s missions 
and commitments of today which must properly be met if our military posture is 
to be maintained. 

In brief, the responsibilities in the Far East, Europe, and the Western Hemi- 
sphere are as follows: 

In the Far East, the Army provides forces for the United Nations effort in 
Korea to deter aggression, to assist the Japanese in maintaining the security of 
their home islands, and to maintain the security of Okinawa. Other collateral 
missions of the Army in the Far East include providing logistical, combat, and 
command support for the Republic of Korea Army; assisting, advising, and sup- 
porting development of the Republie of Korea Army and the Japanese National 
Safety Force; and providing prescribed logistical support for United States Navy, 
Marine, and Air Force as well as United Nations forces in the Far East. 

In Europe, the Army provides forces to deter aggression and, in the event of 
attack, to defend Western Europe in conjunction with our NATO allies. 

The Army provides forces to defend approaches to the Western Hemisphere, 
including Alaska, Iceland, and the Caribbean area, and to maintain the Army 
component of the Western Hemisphere Reserve. In addition, the Army provides 
antiaircraft units for defense of our vitals in the continental United States. 
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We have other general responsibilities as well as those of a geographical 
nature I have cited. First among them is the mission of being prepared to con- 
duct prompt and sustained combat operations on land, including combat opera 
tions short of general war, in support of United States policy. An essential part 
of maintaining this preparedness is an adequate and vigorous intelligence sys- 
tem Next, because the United States Army is traditionally as small as the 
world situation will permit—and because, therefore, its peacetime capability 
cannot be equal to the sudden demands of full-scale hostilities—we must main- 
tain an adequate mobilization base for general war. This includes provision for 
an adequate military industrial potential, together with the necessary Reserve 
units and Reserve personnel for rapidly building and equipping emergency 
forces. The Army provides an important additional service in strengthening the 
free world by maintaining military missions and military assistance groups in 
28 foreign countries. These agencies assist in implementing our own natiora! 
policy of maximum reliance on the indigenous forces of our allies by providing 
them with essential military training and materiel. And finally, I want to 
mention the essential civil affairs, military government services and supplies 
provided by the Army in certain overseas areas where United States military 
forces operate 

From this brief résumé of the Army’s assigned tasks, I believe that you will 
agree that there is an existing requirement for the overseas deployment of Army 
forces in significant numbers, as well as for the maintenance of forces in the 
United States to support them, to reinforce them as necessary, and, should the 
need arise, to provide a base for rapid mobilization. I believe that the presence 
of United States Army forces in sensitive areas on our security frontiers has 
contributed materially to such military stability as exists in the world today, and 
I believe that they continue to strengthen the peace. 


STRENGTH AND FORCES 


As mentioned by Secretary Stevens, we will enter the new fiscal year with a 
beginning strength of 1,407,200; finish with an end strength of 1,172,700; and 
have a man-year average of 1,308,558. The Army’s end position in fiscal year 
1955 will be a quarter million—250,300 to be exact—below that strength approved 
by the Congress for the fiscal year 1954. This reduction in strength has made it 
necessary for the Army to reevaluate its military programs, its present force 
structure, and its worldwide deployments in order to provide the greatest pos 
sible number of appropriately supported combat forces within the reduced ceiling 
of 1,172,700. The Army’s major force structure will drop to 19 divisions in fiscal 
year 1954, and to 17 divisions in fiscal year 1955. 

The Army believes that the programed distribution of strength and forces for 
fiscal year 1955 is the best attainable within the authorized end strength of 
1,172,700 personnel. 





MATERIEL AND PRODUCTION BASE 


During the past 2 years the Army’s policy has been to reduce the rate at which 
it was accumulating reserve stocks on hand, in order to keep its production base 
operating as long as possible. With a broad production base in operation and 
a moderate level of mobilization reserve stocks, the Army had reasonable assur- 
ance that its materiel readiness would increase each year while at the same time 
the production base would be capable of rapid expansion in event of war. 

The President’s budget message states the policy that we must plan for and 
finance “a strong military position which can be maintained for an extended 
period of uneasy peace,” rather than attempt to achieve full readiness by some 
“assumed date of greatest danger.” In the implementation of this policy the 
Army has sharply reduced its planned expenditures. Cutbacks and even cancella- 
tions of procurement contracts have had to be ordered and many currently active 
production lines are being placed in standby or will return to civilian production. 
This will narrow the operating production base and thereby reduce its capability 
after D-day. The Army will increase its materiel readiness at a much slower 
rate than planned earlier. However, it is important to note that, conversely, the 
remaining production lines will be kept in operation for a longer period of time. 
during “the extended period of uneasy peace.” 
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RESERVE FORCES 


To partially offset the fiscal year 1955 reduction of the active Army, the strength 
and proficiency of the Army Reserve components must be increased in order that 
the Army may be prepared to properly execute its responsibilities for the defense 
of the Nation. We are preparing plans to do just this. The continued release 
from active service of obligated reservists through fiscal year 1955 will provide 
an estimated average Reserve pool of 1,500,000. Although the great majority 
of these individuals have a Reserve obligation to fulfill, active participation under 
existing policy is voluntary and, to date, this approach has not produced the 
desired numerical strengths in training. Thus, one of our current problems is to 
utilize the knowledge previously gained by these individuals, while in active 
service, by inducing them to participate actively in the Reserve program. 

The Army is presently testing a mobilization assignment plan in one State of 
each of the Army areas. Under this plan, upon completion of 2 years’ active duty, 
each qualified obligated reservist will be given a mobilization assignment to a 
Reserve or National Guard unit, located in the immediate vicinity of his home, 
or to an active Army unit. This assignment should greatly facilitate mobiliza 
tion procedures and by thus affiliating an individual with a specific unit, we hope 
to secure an increase in the number of volunteers for active participation in 
our Reserve program, and shorten the time required after D-day to have these 
units combat-ready. 

The National Guard will end fiscal year 1955 with an estimated strength of 
325,000 officers and enlisted men who will have participated in a training program 
consisting of 48 armory drills, 15 days’ field training, and a school program 
designed to train staffs, specialists, and technicians. This structure will provide 
27 divisions, 18 regiments and regimental combat teams, 112 antiaircraft bat 
talions and numerous other combat units. Although not provided for in the fiscal 
year 1955 budget, it is anticipated that during fiscal year 1955 the National 
Guard will contribute 28 antiaircraft battalions, with their equipment perma 
nently located on site, to the antiaircraft defense of the United States. It is 
pertinent to note that of the men making up the total National Guard strength, 
approximately 70 percent are individuals with no Active Army service. This is 
in contrast to the members of the Army Reserve, who are almost all veterans 

The estimated average strength of the Army Reserve during fiscal year 1955 
is 178,000 actively participating reservists. During the past several months, for 
the first time since the start of the Korean emergency, the number of individuals 
actively participating in the Army Reserve program has shown a slight but con 
tinuing increase. 





ATOMIC WEAPONS 


An integral and increasingly important factor in any assessment of the 
Army’s overall capabilities is the contribution made possible by developments in 
the atomic weapons field. 


RESEARCH AND DEVELOPMENT AND SPECIAL PROJECTS 


Of course, atomic weapons constitute only one of the important aspects of 
the technical developments through which our Army is continually improving 
its overall military capability. Vitally significant to this effort is the Army 
research and development program. The overall objective of this program is 
the maintenance of substantial technical superiority over our potential enemies 
in order to make up for our obvious manpower inferiority. To do this and to 
maximize the Army’s contribution toward national security for minimum de- 
fense dollars, the Army must maintain a strong research and development 
program designed to keep our weapons and military force modern and ready 
for mobilization in event of any emergency. 

The Army’s research and development program is an investment for the 
future. Effectively utilized, it will produce superiority of equipment and tech- 
niques, It is a long-term program, requiring continuity of effort over a period 
of years if it is to yield maximum value at minimum cost. Many projects 
require 8 to 10 years before completion. Hence, a firm level of financial support 
is necessary over the years in order to achieve satisfactory results from sound 
program management. 
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Among important requirements in the fleld of land combat is the development 
of sufficient tank and antitank capability to overcome known enemy potential 

Another operational aren for which research and development are required 
in that of air defense, In this aren we shall extend our antinircraft eapability 
by the development of a markedly improved missile to be used with essentially 
the same ground equipment as the present NIKE system 

In order to make all of our alr defense weapons reach maximum effectiveness, 
we are concentrating a considerable effort on a progrum to develop an inte 
grated communication and direction system to solve the problem of target detec 
tion and target a gninent with systems as completely automatic as possible. 
This system will be tied in to the Air Force warning and control net at 
appropriate levels 

There are other areas of research and development activities which will 
provide for specialized weapons in airborne and amphibious operations; for 
devices to secure and utilize combat intelligence; and for chemical warfare 
materiel, Further, we are extending standardization of equipment developments 
by the United States, the United Kingdom, and Canada 


‘Veen Pron INTELLIGENCE ACTIVITIFA 


Another field of importance is Army intelligence Continuing world tensions, 
with the pomsibility of aggvressive action in arenas critical to the interest of the 
United Btates, necessitate incrensing emphasis on these activities on a world 
wide basis, In view of the present world situation, it is more important than 
ever to have complete toformation upon which to determine the most economical 
deployment of Army forces commensurate with the military situation; to mint- 
nize the possibility or advantage of surprise aggression; and to assure the mort 


effective employment of our forces should the need arise. With particular 
reference to Koren, the source of intelligence available prior to disengagement 


from enemy forces in combat was altoost entirely eliminated with the cessation 
of hostilities It must be replaced by other means which are more costly in 
tertmm of direct dollar support Adequate intelligence constitutes the funda- 
mental basia for the calculation of risks, the formulation of plans, the develop 
ment of materiel, the allocation of resources, and the conduct of operations 


CAHKER ATTRACTIVENESS 


No matter how fine ite weapons, no matter how accurate ita Intelligence, in 
the final analysis the Army is dependent upon the quality of its men, Because 
of the reductions we are making in Army strength, it becomes increasingly im 
portant for the hard core of dedicated career soldiers to be firmly established 
‘To do this we shall need men of the highest competence, serving with confidence 
that their devotion to duty will not be at an unreasonable saerifice to themselves, 
and will not Impose undue hardships on their families, Each career soldier 
must feel secure in the knowledge that, in keeping with his American heritage, 
he can serve his country, and still house his family decently, educate his children 
properly, and provide reasonably for their health and welfare, No soldier can 
give his full attention to the diffienlt and exacting duties of his profession, if 
he lacks confidence in the wiadom of his choice of careers. He should be guaran- 
teed that the benefits that existed when he chose that career are not suddenly 
and drastically curtailed at a later date. Specifically, he must be able to com 
pare his lot with that of hie civilian contemporaries and not find too great a 
disparity, His pay, added to the so-called fringe benefits such as PX and com- 
minsary privileges, housing, shipment of household goods, and dependent medl 
eal care and education, must be such that he can make that favorable comparison. 
Lacking this, the high type of men needed to lead and to sustain our fighting 
armies through long periods of adjustment and adversity will not be found, and 
when the final test comes in battle, the Nation will suffer the conseqnences. 


PRALNING ACTIVITIES 


Vigorous training is another Ingredient necessary for the development of 
effective soldiers A principal task of the Army in time of peace is the main 
tenance of an adequate training plant and a highly trained nucleus of professional 
soldiers capable of facilitating the rapid and orderly expansion required in time 
of emergency This is in fact the very heart of the Army. To refer to it as 
“unnecessary overhead or support forces” is to fail completely to understand 
its vitally essential role 
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It is essential, therefore, that our training program be continuously effective 
and geared to the production of both highly trained individuals and units capable 
of taking the fleld to win battles in the shortest possible time, and with the fewest 
casualties-—and this means vigorous, realistic training, vigorously pursued, 

This task is magnified under present conditions where our citizen-soldiers, 

inducted for a 2-year period of service, comprise a substantial part of the Army. 
or this reason our individual training requirements are constantly large. As 
a result of the biennial personnel cycle, approximately 707,000 of the strength 
of the Army at the beginning of fiscal year 1955 will be terminal service losses 
during the fiscal year, Replacements for losses through the year will be approx! 
mately 468,000 personnel, of which some 357,000 will be untrained input repre 
enting approximately one-third of the end strength authorized the Army for 
fisen! year 1955, It is therefore our determination to train our men in the most 
efficient manner in order that they may be integrated into units for the maximum 
possible period of useful service. The quicker they can be trained, the greater 
will be their useful service, 

Che Army training and school systems are designed toward this end and are 
being constantly reevaluated to determine where courses may be shortened or 
eliminated, Instruetion condensed, and other training economies realized. Tlow 
ever, progress in this direction is somewhat offset by the constantly improving 
technical developments and the acquisition of complicated equipment, requiring 
an ever increasing number of highly technical personnel skills. All of this is 
part of our modern Army which must be better trained and equipped than ever 
before in order successfully to meet a numerically superior foe. We know the 
problem, We shall improve it, 

In fiseal year 1995 we shall continue to train in a manner designed to maintain 
to the greatest possible extent the rendiness of the Army to discharge its responsi 
bilities. We shall operate 10 replacement training units and shall utilize cer 
tain selected units of the General Reserve to give each of the 257,000 new trainees 

cheduled to enter the Army 16 weeks of basic military training. Approximately 
HOO courses Will be taught in the Army school system to replace our loss in spe 
clalists and to provide higher military education for our career personnel 

In order (o review our trainwng proficiency periodically, we plan to conduct 
an balanced Held exercise program in fiscal year 1955. Field exercises are the 
periodic culminations of all prior training in a particular training cycle, and 
provide a mensurable test of unit effectiveness. This program is also our best 
peacetime method for realistically training senior commanders and staff offi 
cers, and is particularly significant in fiscal year 1955 due to the turnover of 
personnel, Lt is planned to emphasize particularly the play of atomic and other 
special weapons to develop and test new doctrine pertaining to their utilization 
and role in modern warfare. In the establishment of all our criteria for measur 
ing the effectivness of service training, we keep uppermost in our minds our 

‘uiding principle-—-that the ultimate worth of the Army to our Nation is suc 
cess in battle 


CONCLUSION 


Because of the increasing complexity of land warfare and the resultant greater 
battlefield demands upon the fighting man, the individual soldier, far from reced 
ing in importance, is emerging ever more clearly as the ultimate key to victory 

Upon his courage, upon his faith in himself and the cause he is fightng for, 
and upon his moral and spiritual strength will depend the final outcome of any 
armed struggle between nations. No machine can replace the intangible quali 
ties of the human spirit nor the adaptability of the human mind 

Man is the master of weapons and not their servant. He is the indispensable 
element necessary to achieve victory, and will remain so in the foreseeable 
future 

In any attempt to look to the future and to prepare for the tests of the future, 
the need for a strong army and the importance of ground warfare remain as 
erent as they ever were. In fact, the advent of new weapons and the increased 
importance of airpower have but given new meaning and wider scope to the 
dimensions of land warfare, without changing war’s nature and basic objectives 

As we proceed through this period of profound military change, it is well to re 
call these fundamentals, lest we lose our military bearings. Warfare is an armed 
struggle between organized groups of men, each seeking to impose its will on 
the other. The ultimate objective of the entire effort is control of land and of 
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people living on land. It takes land forces to establish those controls, which 
these forces do through their vital contribution to the winning of military vic- 
tory. It takes these same forces to maintain those controls. 

The considerations I have just mentioned shape the role of your Army. It is, 
quite simply, to achieve victory in land battle. Your Army’s record of success 
in this role is an outstanding one. It has repeatedly defeated enemy land forces 
superior in numbers, and has ever rendered loyal and devoted service to the 
American people, in peace, no less than in war. Its proud record of achieve- 
ment is one of our soundest bases for confidence in facing the years ahead. 

Given the means to accomplish its missions, the Army will proudly play its 
full part in protecting the precious heritage we Americans are determined to 
preserve. 





STATEMENT OF THE SECRETARY OF THE NAVY THE HONORABLE ROBERT B. ANDERSON, 
IN CONNECTION WITH THE APPROPRIATION ESTIMATES OF THE DEPARTMENT OF 
THE NAVY FOR FIscaL YEAR 1955 


Mr. Chairman and members of the committee, I can report that we are main- 
taining the combat forces of the Navy and Marine Corps ready for action. At 
the same time, we are giving careful attention to our business functions in order 
to insure that they conform to the best business techniques. 


THE NAVY BUDGET 


The Navy budget which I am recommending for your approval amounts to 
$9.87 billion. It is designed for the specific purpose of continuing improvement 
of the combat strength in our Navy and Marine Corps. Our budget for 1954 was 
$9.36 billion. We are distributing the funds requested for fiscal year 1955 in 
the best manner to increase our military strength and reduce the supporting 
costs. While the total funds requested for fiscal year 1955 are $500 million more 
than appropriated for fiscal year 1954, an increase of $1 billion is in the procure- 
ment area of aircraft and ships. This indicates that we have made substantial 
reductions in the supporting areas of personnel and maintenance and operation. 


MILITARY PERSON NEL 


We are constantly reviewing our requirements for personnel, both civilian and 
military in order to insure the effectiveness of our forces and to carry out the 
missions of the Navy economically. Recent reductions are feasible because of the 
cessation of hostilities in Korea and the reductions which may be made in our 
supporting forces. During fiscal year 1955, we plan to operate 1,080 ships, 9,941 
aircraft, and maintain in a ready status 3 Marine divisions with 3 Marine air 
wings. This is a reduction of about 50 ships from the number operating in 1954. 
These consist mainly of two escort carriers no longer required for Korean opera- 
tions, some auxiliaries, and other supporting vessels. As a result of our ship- 
building programs in prior years, our fleet will continue to grow in combat power 
as new units report fur active duty. We will continue to operate the same num- 
ber of aircraft, however, their battle effectiveness will be greatly increased by 
the addition of 2,760 new and modern aircraft during fiscal year 1955. 


MAJOR PROCUREMENT 


I consider that the aircraft procurement and the shipbuilding and conver- 
sion programs are two of the most important programs which the Navy has in 
our fiscal year 1955 budget. We are requesting funds to buy 1,455 new aircraft. 
While this number of aircraft is below the number required for maintaining a 
satisfactory condition of modernization in our 9,941 operating aircraft, the lower 
number is sufficient because of the funding from prior years. 

The funds we are requesting for shipbuilding and conversion are in consonance 
with the overall program for emphasis on naval, air, and amphibious forces. 
We plan to construct a new aircraft carrier of the Forrestal type, 5 destroyers, 
3 submarines, including 1 with nuclear power, 8 destroyer escorts, several amphib- 
ious ships, as well as to convert 1 Midway class carrier, 3 Hssegz class carriers, 
and some radar picket vessels. The spearhead of our naval airpower is the 
new carrier which is a vital and necessary requirement of our naval striking 
forces. Because our new aircraft are larger, heavier and use more fuel, they 
must operate from modern carriers. 
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We are also continuing to place emphasis on improving the strength of the sub- 
marines in our fleet, as indicated by the recent launching of the first nuclear 
submarine. We are now receiving new amphibious ships and antisubmarine 
vessels which further strengthen the fleet in those important areas. 

An adequate shipbuilding program is vital to the Navy and to our country. 
It is by the use of modern ships and aircraft that we are able to project the 
military power of the United States to any required area. Use of highly mobile 
forces such as our Navy and Marine Corps makes possible the reduction in the 
overall size of our Military Establishment. The mobility of these forces allows 
us to use them in any area where they may be required rather than to try to 
maintain forces in all areas, which would be very costly as well as less effective. 

The major part of the operating fleet was constructed during World War II 
and, if block obsolescence is to be avoided, a higher level of shipbuilding obligat- 
ing authority and expenditures will be required in the years ahead. 


NAVY AND MARINE CORPS RESERVE PROGRAMS 


The Navy and Marine Corps are particularly proud of the service which our 
Reserve units rendered in Korea and in the expansion of our forces in all areas. 
During the time when a large number of Reserves are no longer required on 
active duty, we are making every effort to emphasize the Reserve program. As 
our personnel are released to inactive duty and return to their homes, we want 
them to join the Reserve units and participate in the programs. It is only 
through a vigorous recruiting and training program for our Reserves that we 
can hope to provide the trained officers and men required in the event of a 
mobilization. For these reasons, we are planning to expand our Navy and 
Marine Corps Reserve programs in fiscal year 1955 as personnel on active duty 
are reduced. 


BUSINESS MANAGEMENT 


Where applicable, the Navy has adopted the best methods of business manage- 
ment used in industry. We have pioneered for several decades in developing 
new techniques in the area of business management. Such businesslike and 
servicewide operations as the use of the industrial funds in many of our large 
activities, the onsight surveys, our comptroller organization with its program 
budget and Navy-wide accounting system, as well as the clearly defined manage- 
ment functions and responsibilities of our technical bureaus and our single, inte- 
grated supply system, make it possibile for the Navy to operate economically in 
spite of widespread activities throughout the world. 

We are actively reviewing our operating and mobilization needs. As a result 
of this review, it is anticipated that we will be able to further reduce the 
numbers of items carried in the operating stock or in the mobilization reserve. 
This study will also indicate to us the best locations in which to maintain our 
stock in order to meet effectively the requirements of our fleet. By a better 
positioning of stocks, it will be possible to reduce transportation costs and reduc- 
tions in inventories will reduce storage costs. The initial results of this survey 
are already reflected in the budget for fiscal year 1955, which is now before you. 

In the request for funds before you, I consider the Navy has a thoroughly 
reviewed, well-balanced, and coordinated program and one which is fully justified. 

The officers of the Navy and Marine Corps who follow me will be prepared to 
justify our budget in detail. We will be pleased to provide any additional infor- 
mation which may be of assistance to you in your review of this budget. 





STATEMENT OF THE CHIEF OF NAVAL OPERATIONS, ADM. Ropert B. Carney, USN, 
IN CONNECTION WITH THE APPROPRIATION ESTIMATIS OF THE DEPARTMENT OF 
THE NAVY For Fiscat YEAR 1955 


Mr. Chairman and gentlemen of the committee, in my appearance before the 
Armed Services Committee of the Senate on February 3, 1954, I presented an 
outline of the Navy’s part in the defense team. I spoke of the roles and missions 
of the Navy, and how the Navy plans to meet its obligations with respect to our 
national security. I pointed out the manner in which the Navy will support 
the current national military policy of retaliatory power. And I brought 
attention to a few of the problems which we face in the attainment and mainte- 
rance of an effective naval force. 
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Since many of you gentlemen present today are members of the Armed Serv- 
ices Committee and heard my statement, it would be repetitious of me to go over 
that ground again. However, there are portions of that statement dealing with 
our fiscal year 1955 programs which I would like to repeat and reemphasize. 

In the event of a general war, the Navy must be prepared to perform three 
broad tasks: 

First, the Navy must exercise control of the seas to maintain the flow of men 
and materials to theaters of war, and the inbound flow of our supply of strategic 
raw materials. It must be prepared to counter the probable capabilities of the 
enemy to challenge our control of the seas. We must deny our most probable 
enemy the effective use of his submarines, and his growing fleet of surface sh'ps, 
and must counter his mining effort and his air threat to shipping and naval 
forces. 

Second, the Navy must land combat forces where and when they are required, 
assist in providing for their security, and assist in providing combat support to 
United States and Allied land forces, including air and gunfire support, as the 
situation may reanire, Protection of the sea finnks of our overseas forces 
against enemy forces is an important Navy responsibility. 

Third, the Navy must, by offensive operations, control the sea areas that the 
enemy wishes to use, denying him the use of these seas and permitting their 
use by our own naval forces as avenues into enemy territory. 

In developing our plans for fiscal year 19/5, we have kept before us these three 
broad tasks, the current military policy of retaliatory strength, and the capacity 
of our economy to support the Armed Forces over the long pull. Our planned 
active forces reflect a certain shift of emphasis; an increase in hitting power, 
and some reductions in other capabilities. We are maintaining the number of 
operating aircraft, Navy and Marine Corps, which we now have. Delivery of 
new and modern aircraft, and introduction of new weapons will measurably 
increase the hitting power of the naval service. In general, the reductions which 
will be required in our active fleet ships in fiscal vear 1955 will be in those cate- 
zories of ships which can be quickly recommissioned, and whose absence will 
least impair our tactical readiness. We have taken cognizance of our responsi- 
bilities with respect to continental defense, and our responsibilities for support- 
ing the Army and Air Force. We have had in mind the needs in case of a general 
emerency, as well as those things which might be required for special situa- 
tions, in which the mobility of naval power is a great asset. In this connection, 
I should like to emphasize again what I have said before, to other committees 
of the Congress, that the Navy is an essential instrument by which we project 
our military power overseas, and it is a formidable obstacle to the projection of 
enemy forces in our direction. It is significant to note that the Navy, with its 
self-contained strategic mobility, and status of sovereign territory of the United 
States. is able to launch an attack from the decks of the ships of our fleet, with- 
out asking permission of any foreign power. 

In order to discharge the Nav y’s responsibilities, we have in the past deployed 
significant forces to the Mediterranean, into the Far East, and we have main- 
tained these forces on station by a system of rotation with which you gentlemen 
are familiar. The bulk of the remainder of our forces are deployed on our own 
coasts where they undergo training and material maintenance. We plan to 
continue that philosophy of deployment in fiscal year 1955. 

The philosophy of our planning rests on the principle of maintaining the 
maximum possible ready forces, with adequate but austere logistical support, 
consistent with the quality and quantity of our personnel resources. 

In terms of dollars, the programs planned for fiscal year 1955 establish a 
requirement for new obligationa!l authority in the amount of $9,870 million for 
the Denartment of the Navy. These funds, together with those carried over 
from prior year authorizations, have been calculated to give the Navy the 
posture and capabilities I have just outlined. 

With respect to our active forces, ships and aircraft, 80 percent of our pro- 
curement is represented by procurement of new aircraft and the shipbuilding 
and conversion program. It is in these programs that we place heavy reliance 
on the attainment of our increased striking power; the new and modern air- 
eraft for our naval air arm, and the new and modernized ships for the fleet. 
The aircraft-procurement program is designed to increase materially the effi- 
ciency and effectiveness of naval aviation. The shipbuilding and conversion 
program is designed for the improvement in the level of the modernization 
of the fleet. It provides for a modest annual increment of a long-range ship- 
building program designed to keep the Navy modern, and to take advantage of 
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modern technological advances. It provides for construction of a new, large 
attack aircraft carrier, the fourth of a series which will eventually replace for 
primary attack purposes those constructed in World War II. Continued em- 
phasis on antisubmarine and mine warfare is indicated in this program by 
providing for the construction of destroyers, destroyer escorts, and mine-war- 
fare vessels. Development of our submarine capabilities continues with the 
planned construction of a third nuclear-powered submarine and two with the 
conventional diesel powerplants. In our conversion program, emphasis is placed 
on modernization of our attack carriers to provide for installation of the canted 
deck. One Midway class and three Essex class carriers are programed to receive 
this important installation. Our new continental-defense responsibilities are 
reflected in the requested conversion of an additional 6 destroyer escorts and 
4 Liberty hulls to radar picket ships. 

Another area in which our striking power is being increased is in the field of 
the guided missile. Funds in this budget provide for the procurement of addi- 
tional missiles for fleet use and for evaluation to determine the practicability 
of introducing new missiles into the system as well as improving existing designs 
and techniques. 

The pay and allowances of military personnel required by the Department of 
the Navy in fiscal year 1955 represent 30.8 percent of the total budget needs. 
The personnel plans of the Navy and Marine Corps to be supported by these funds 
reflect our continuing efforts to achieve increased efficiency in the utilization of 
manpower. Of equal concern to the Navy with regard to personnel is the element 
of quality. I dwelt at some length on this subject in my previous appearance 
before the Committee on Armed Services. It is one with which we must deal 
with increased emphasis. 

Approximately 24 percent of the funds requested are programed for the opera- 
tion and maintenance of the Naval Establishment. These are the funds that 
provide for operation of our forces, the training of our personnel, and the 
maintenance and upkeep of our ships, planes, facilities, and equipment. They 
reflect an earnest effort on the part of the Navy to provide adequate but austere 
support for the operating forces. 

You gentlemen are well aware of the indispensable contribution which our 

teserve components make to our national defense. You are also aware of the 

fact that withont them our prompt particination in the Korean war would not 
have heen possible. I am pleased to be able to say that subsequent to the low 
point in Reserve strength resulting from the recalls of reservists to active service 
for Korea, there has been a steady increase in the numbers enrolled in a drill- 
pay status. The steady growth of the Naval Reserve program is encouraging 
and we anticipate a further improvement both as to quantity and qualitv. 

In the field of research and development, we plan to continue in fiscal year 
1955 at approximately the same level as in the current year, 1954. The program 
is directed toward the development of weapons, facilities, and techniques of such 
a potential that the accommishment of the Navy’s mission to maintain control of 
the seas will be more readily assured. I think it appropriate to point out here 
that the New Look reflects recognition of the importance of the military services’ 
research and development programs. 

Those functions performed by the Navy which are of Department of Defense 
Establishmentwide significance are planned for continuation in fiscal year 1955 
at substantially the same level as in fiscal year 1954. 

No provision is made within the funds requested for requirements for the ac- 
quisition and construction of real property. That portion of the Navy’s nrogram 
will be a part of a later submission of the needs of the Department of Defense 
as a whole. 

The foregoing, gentlemen, is a thumbnail sketch of the programs of the Navy 
as now planned for fiscal year 1955. Details of the programs and their dollar 
requirements will be presented by witnesses who are to follow. 

I wish to assure you of our desire to assist in every way possible a complete 
understanding of our plans, our programs, and our problems. You may be sure 
that the Navy will exert every effort to give the Nation the maximum defense with 
a minimum of cost. 





STATEMENT OF Gen. LEMUEL C. SHEPHERD, JR., COMMANDANT OF THE MARINE Corps 


GENTLEMEN : I welcome the opportunity to appear before you, and to present 
the Marine Corps’ budget submission for fiscal year 1955, with a general state- 
ment covering the condition of the corps today, and a discussion of the programs 
which approval of our requests will permit the Marine Corps to pursue. 
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The budget estimate we have presented for fiscal year 1955 has two basic 
characteristics: First, it was prepared with the purpose of meeting every re- 
guirement levied upon the Marine Corps as an element of our military struc- 
ture; second, it has been prepared—from beginning to end—with a clear view 
of the economy requirements laid down as guidelines by the Commander in Chief 
a year ago. 

In general the budget estimate we are presenting to you today will permit 
the Marine Corps to maintain, equip, train, and support those forces which are 
now either in being or authorized. Primarily this comprises 3 combat divisions 
and 3 combat air wings, together with a limited number of combat-support units. 
lt provides only in part for the material support of the two marine divisions 
and one of our aircraft wings now in the Far East, since elements of these require- 
ments are funded otherwise. 

In addition to our combatant forces, this budget submission will support the 
vontinued execution of three other statutory functions assigned the Marine Corps, 
at about the same level of operations as in fiscal year 1954. These functions in- 
volve the safeguarding of naval stations both within the continental limits of 
the United States and overseas; the maintenance of marine detachments abroad 
designated combatant ships of the Navy; and the guarding of certain overseas 
installations and offices of the State Department. 

Finally, our submission will permit the continued expansion of the Marine 
Corps Reserve program toward those goals which will insure that the corps 
will be prepared to meet fully the mobilization requirements involved in current 
plans. 

I should now like to go back over these major aspects of the Marine Corps 
broad program for fiscal year 1955, and to tell you briefly of the highlights of 
each as they affect the budget submission which you are about to examine. 


MARINE CORPS FIELD FORCES 


First, with reference to our operating forces, primarily the 3 marine divisions 
and 8 aircraft wings. 

The 1st Marine Division and ist Marine Aircraft Wing are in Korea where 
they have been since 1950. When the truce occurred the 1st Marine Division 
had been in continuous frontline action for 20 months. Now it is guarding the 
area south of Panmunjom, on the critical approach to Seoul. 

The 3d Marine Division is in Japan. Until July of 1953 it was training on the 
west coast. At that time the Korean truce negotiations reached a critical stage, 
and it was deemed necessary that the United Nations give a firm evidence of 
strength and physical determination. So, for this purpose, we were ordered to 
embark and sail the 3d Division, with supporting air elements, for the Far East 
without delay. The division started its movement toward the docks within a 
dav after receipt of its orders; and its first units reached Japan within about 
20 days. 

I envisage that those Marine Corps units now in the Far East will remain 
there as a part of our ready forces during fiscal year 1955, unless some major 
alteration in the situation occurs. These forces will total some 54,000 men 
during fiscal year 1955. 

Our 2d Marine Division and the 2d and 3d Marine Aircraft Wings are on the 
east coast of the United States. They are engaged in a program of vigorous 
air-ground training with the fleet. One battalion from the 2d Division and one 
air squadron are on continuous duty afloat with our naval forces in the Mediter- 
ranean. They have, during the past fiscal year, engaged in realistic exercises in 
Denmark and on the coast of Greece. 

In the Hawaiian area we maintain a provisional air-ground task force, with 
the primary objective of developing further our amphibious techniques. 

I envisage that these units also will continue in their present locations and 
functions during the forthcoming fiscal year. 

It will not be possible te activate certain of the combat-support elements in our 
approved organization structure during the coming year—due primarily to per- 
sonnel reductions, which I will touch upon later. Our inability to form these 
units will diminish, in some degree, both the balance and the staying power of our 
operating forces. At the same time it will not affect either the quality or the 
effectiveness of the marine divisions and aircraft wings. It is ny hope, however, 
that we can activate these combat-support units at the earliest time that con- 
siderations of economy will permit. 
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MILITARY PERSON NEL 


As of this date there are approximately 230,000 officers and men in the regular 
Marine Corps. By the end of the present fiscal year our authorized strength 
will be 225,000. The 1955 budget submission before you provides for an end 
strength of 215,000. There will thus be a net reduction of some 15,000 men in 
our strength within the next 17 months. We contemplate distributing the re- 
maining available men with all possible emphasis on our operating forces, assign- 
ing about 62 percent of the total to that category. 

Of the remainder, 19 percent will be in training, 10 percent will man our 
various supporting establishments, while the remaining 9 percent will be in 
sick, transient, and nonduty status. 

We expect to meet our active personnel requirements through voluntary re- 
cruiting alone. Since the days of rapid expansion incident to the Korean war 
this has not invariably been the case. In that connection, the current fiscal 
year will see some 70,000 men, who came to us in 1952 via selective service, 
complete their 2 years of service. They will have to be replaced. I am pleased 
to say that already about 1 in 20 of these marines has given up his involuntary 
status, and has taken a regular enlistment in the Marine Corps. I have every 
confidence that the remainder will be replaced by voluntary recruits, enlisting for 
from 3 to 6 years. Thus, in addition to realizing a substantial dollar saving 
through the longer enlistment contracts, we will have—by this coming summer— 
a fully volunteer Marine Corps again. 


CIVILIAN PERSONNEL 


All of the broad programs of the Marine Corps would be far more difficult to 
execute were it not for the loyal and able assistance of our civilian personnel 
components. Our submission provides for the continuation of civilian employ- 
ment at Headquarters, Marine Corps, and in certain field activities—but on a 
scale reduced from last year. Our average total civilian strength as approved in 
our fiscal year 1954 budget was 17,190. This budget submission provides for an 
average civilian personnel strength of 16,621. 


READINESS 


I am sure, as I discussed our personnel strengths, that the question arose in 
your mind as to how the reductions would affect the overall readiness of those 
Marine Corps units which remain active. In spite of the reduction in strength 
the Marine Corps has been able to increase the personnel assigned to the operat- 
ing forces. This has been possible only because of the great decrease in the train- 
ing base requirements. Besides making every effort to maintain the readiness 
of the operating forces, we must insure the continued high quality of the re- 
placements which we send to our combat units overseas. These responsibilities 
require that we conduct a continuous and aggressive program of training for 
individuals and for all of our operating units, both ground and air. The sub- 
mission which we are presenting to you provides for that essential training. It 
includes our traditionally thorough 10-week period of recruit training, where we 
seek to instill the basic elements of discipline, loyalty and obedience in every 
marine. It provides for advanced combat training for marines destined for 
overseas—including cold-weather training for those replacements who go over- 
seas in the winter months. It provides for the basic education of newly com- 
missioned lieutenants, and special schools for advanced tactical and technical 
training of individual officers and men. 

In addition, both our ground and air elements will continue to take part in 
amphibious exercises with the fleet, not only to maintain the proficiency of the 
Fleet Marine Forces, but to develop new concepts in keeping with the changing 
times. 

Quite as important as training readiness is our material readiness, and this 
budget submission is devoted in large part to meeting that need. The funds 
requested will contribute to an orderly program of providing proper modern arms, 
equipment, and clothing for all of our operating forces. In addition, those funds 
will permit the Marine Corps to meet the mobilization and operational material 
requirements placed upon it by Joint Chiefs of Staff plans which are now in 
existence. 

In short, the training and material plans which our budget estimate will sup- 
port are all designed to place our existing Fleet Marine Force units in a high 
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state of readiness to execute their statutory responsibility for the conduct of 
landing operations with the fleet, for the seizure and the defense of advanced 
naval bases. In addition, these Marine Corps forces will be ready in fiscal year 
1955—as they have been in years past—to execute any other emergency combat 
missions which the President or the Congress may deem appropriate. 


SECURITY FORCES AND SHIPS’ DETACHMENTS 


Now a word concerning the 16,000 officers and men who guard our naval instal- 
lations at home and abroad, and provide armed detachments for designated ships 
of the fleet. In discussing this part of the corps, I should like to point out that 
these are operating forces, too, and theirs is also a statutory function—just as 
are landing operations. The officers and men assigned to these duties are of the 
same caliber and have the same qualification for field duty as are those in our 
combat units. In fact, a large proportion of the personnel currently serving in 
these guards and detachments have been rotated there after a period of active 
service overseas. They constitute, as they did in the urgency of the buildup in 
July 1950, an invaluable source of trained men, and when the immediate need 
surpasses that of their normal function they can be ordered to duty in Fleet 
Marine Force units. 

In fiscal year 1955 the Marine Corps will maintain guards for a total of 117 
naval activities, of which 82 will be within the continental limits of the United 
States and 35 will be overseas. In addition, we will provide guards for 4 Armed 
Forces special weapons installations for the storage of restricted materials. 

This submission also provides for the continued allocation of Marine ships’ 
detachments to a total of 42 active battleships, cruisers, and aircraft carriers of 
the fleet. It will, in addition, allow continued participation in the many naval 
and joint staffs which require Marine officers and men for that portion of their 
plans and training which involve landing force problems. 

Finally, we will provide security guards for service with the State Department 
overseas. While in actual numbers it is a small undertaking, it is still a highly 
important one. We assign only exceptional noncommissioned officers to these 
duties, with a few commissioned officers to supervise their activities. This 
budget request will support the continued provision of 84 State Department guard 
detachments—all overseas. Of these, four are behind the Iron Curtain. In all, 
a total of 6 officers and 733 noncommissioned officers are involved. 


rHE MARINE CORPS RESERVE 


Up to this time I have said little of the Marine Corps Reserve since, in a discus- 
sion of the post ire of the corps, it is hard to think of the Regular and Reserve 
elements of the corps separately. In time of crisis—as in 1950—they function 
asa single force. Nevertheless, if, in time of peace, we are to insure our readiness 
to discharge our responsibility in the event of a major emergency, we must 
depend—as we always have—upon the proficiency of our Marine Corps Reserve. 
This submission provides for a continued rebuilding of the aviation and ground 
components of our Reserve, and covers both personnel and station maintenance 
factors. During the early Korean period, the greater portion of the Organized 
Marine Corps Reserve, both ground and air, was called to active duty. In addi- 
tion, all men of usable ranks and skills from the Volunteer Marine Corps Reserve 
were called. As a result the Reserve was almost completely depleted. We are 
now proceeding with a reconstitution of this essential element of the corps. 

Up to this time this program of reconstitution and training has moved forward 
very well. So far, we have activated 232 ground units out of a programed 247, 
and 42 of a programed 47 aviation units. We now have about 25,000 men in 
our Organized Reserve and we anticipate an input of about 7,500 during the 
coming year from personnel inducted during fiscal year 1952, who are now begin- 
ning to return to civil life. These young men—many of whom are fresh from 
active service in Korea—will make a most valuable contribution to the com- 
petence of our Reserve. By the end of fiscal year 1954 we contemplate that all 
of our Organized Reserve units will have been activated, and all of our inspec- 
tor-instructor staffs will be on station at full strength. This submission will 
support the growth of the Organized Reserve from about 46.5 to 65.3 percent 
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of the ultimate goal of 64,790 by the end of fiscal year 1955. In addition it pro- 
vides for a realistic training, equipment, and maintenance program. 


RESEARCH AND DEVELOPMENT 


As you know, the Marine Corps is charged, in the National Security Act of 
1947, with a primary responsibility for development of tactics and techniques 
related to landing operations. Our fiscal 1955 submission includes a modest 
request for research and development, in order to insure that we may continue to 
produce improved means of carrying out those particular tasks that are our 
responsibility. These means embrace not only tactics, but also weapons, equip- 
ment, and supplies. Our efforts, and others carried on in response to our 
requirements, in this field have been most fruitful during the past few years. 
As an example, I recently observed the initial flight of the first true assault 
helicopter, a conveyance which the Marines conceived as an answer to the 
problem of transporting troops from ship to shore in landing operations where 
the enemy employed atomic weapons. This helicopter, which will carry 26 
fully equipped marines will give us the flexibility that is essential if we are to be 
successful in a landing attack against an enemy possessing atomic weapons. 
Other significant developments include the thermal combat boot which has 
almost eradicated frostbite in Korea, as well as our individual body armor which 
has been developed in conjunction with the Navy Bureau of Medicine and 
Surgery. In my opinion, this armor is one of the major contributions to the 
preservation of lives in combat in this entire decade. So far as human vision 
can do so, we exert our research and development effort toward the early 
achievement of such real improvements as these. 


ECONOMY 


With reference to the material programs reflected in this budget request, I 
know that you are interested in obtaining a clear picture of the relationship 
between what we have received from funds previously appropriated, and our 
remaining material requirements, as reflected in these estimates. I believe that 
my staff and I are prepared to outline our status in this area as the detailed 
examination of our submission progresses. 

And in this same regard I need not be told how thoroughly you are committed 
to a program of strictest economy in your study of the entire fiscal 1955 budget 
problem. I believe this budget submission will meet all of your criteria. Of 
this you may be assured, however; we recognize the confidence which the Con- 
gress reposes in the Marine Corps in approving its request. I know that the 
funds you approve are by no means a grant for all time, but rather that the 
approval represents only your current acceptance of our studied estimates. For 
our part, we keep our entire establishment under constant review, with the 
determination to effect savings wherever we can. 


CONCLUSION 


As a means of summary, and for your convenience, I have had prepared cer- 
tain tabulations which present pertinent personnel statistics. That statistical 
summary is attached to the copies of my statement which are available to you. 

I realize that every budget submission—by the time it reaches the Congress— 
is presented as a bare-bones minimum, below which there could only be the most 
unfavorable effects. I realize, likewise, that despite such convictions there 
seems always to be some room for further reduction. 

I will not say that our submission is perfect, or that the Marine Corps will 
collapse if our every request is not granted. I will only say that I have ob- 
served this budget develop from its very inception, and can assure you that its 
composition took place in an atmosphere of the sternest frugality. Bach ele- 
ment of it has been prepared with mature consideration of the essential require- 
ments of our national security in these critical times. Each element reflects 
sober attention to the necessity for husbanding our wealth and our resources. 
From any point of view, I believe that the 1955 Marine Corps budget request is 
a sound national investment. 
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Summary of the personnel requirements of the United States Marine Corps provided 
for by the fiscal year 1955 budget 
1. MILITARY PERSONNEL 
iain ss . piieuncpemniennaties — rs os 
Percent 
+e Na a ee eee of total 
Officers Enlisted Aggregate Miusine 
| Corps 
A. ACTIVE DUTY | | 
Fleet Marine Force 8, 802 | 107, 827 | 116, 629 54.3 
Security forces 411 | 12, 805 13, 217 | 6.1 
Ships’ detachments 285 | 2, 686 | 2, 971 1.4 
Subtotal onerating forces 9,498 | 123.3'9] 182.817 | 61.8 
Training activities 5, 023 35, 808 40, 831 | 19.0 
Supporting establishment. -_.. 2, 546 19, 460 | 22, 006 10. 2 
Transients, patients, prisoners 1, 688 17, 643 | 19, 351 9.0 
Total. . 2... 18, 755 | 196, 250 215, 005 | 100. 0 
- j= - 
Begin strength fiscal year 1955 18, 828 206, 193 225, 021 | 
End strength fiscal year 1955 18, 755 | 196, 250 215, 005 
Average strength (man-years fiscal year 1955) 18, 780 | 201, 220 220, 000 |. 
RB. MARINE CORPS RESERVE 
Organized Reserve | i 
Nonaviation 2, 450 32, 865 | 35, 315 |_.-- 
Aviation 1, 440 5, 545 6, 985 |. 
- as a alae piedendibeds ia 
Total... 3, 890 38, 410 42, 300 | 
Begin streneth fiscal year 1955 : 3, 340 27, 210 30, 550)... a 
End strength fiscal year 1955 3, 890 38, 410 | BG leis danced 
Average strength 3, 615 32, 810 36, 425 | 
Volunteer Reserve: 
Nonaviation 17, 273 | 77, 785 | 95, 058 | 
Aviation _. 6, 410 9, 455 | 15, 865 |_.-- 
Total... eet 23, 683 87, 240 110, 923 |....-- 
Begin strength fiscal year 1955__.- b 22, 060 90, 240 | 112, 300 |_-. 
End strength fiscal year 1955_ ..- e 23, 683 87, 240 | 110, 923 | 
a enn jee econ [eons SS eee 
Average strength. ._- a aie 22,872 | 88,740 111,612 |.-.--.- 
2. CIVILIAN PERSONNEL 
ol ‘ — ili dnsiniicheachetlcen-ccdlsiadetb itis a “ 
IVB Others Aggregate 
Field: | 
Begin strength, fiscal year 1955-- eictaiacienah ile . | 3, 435 11, 648 15, 083 
End strength, fiscal year 1955 " ; 3, 432 11, 595 15, 027 
Averag® strength, fiscal year 1955 a 5 H 3, 433 11, 616 15, 049 
Departinental: 
Begin strength, fiscal year 1955.................- 1, 566 6 1, 572 
End strength, fiscal Pear 1955. ._................ ab 1, 566 6 1, 572 
Average strength, fiscal year 1955 as 1, 566 6 1, 572 


STATEMENT OF SECRETARY OF AIR Force Haroitp BE. TaLsorr 


Mr. Chairman and members of the committee, in June of 1953 I appeared before 
this committee and proposed an interim program for the Air Force. The budget 
presented on that date included funds sufficient to continue an orderly buildup 
of the Air Force during the survey of the total Defense Department structure. 

The new Joint Chiefs of Staff have completed their examination of the force 
levels required for the three services. The request for $11.2 billion which has 
been presented to the Congress as the Air Force 1955 budget estimate is neces- 
sary to achieve the Air Force portion of the program approved by the Joint Chiefs 
of Staff, the Secretary of Defense, and the President. We are presenting the 
first portion of a 3-year program which has as its objective the attainment of a 
137-wing structure by June 30, 1957. This phased buildup of the Air Force over 
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a 3-year period makes it possible to plan ahead and permit efficiency in procure- 
ment, manning and training, and construction programs. It establishes a firm 
point of departure and a goal which we can attain in an orderly manner. In 
accordance with the present concepts of the Joint Chiefs of Staff, this goal is one 
which must be maintained over an indefinite period of time. I believe that this 
goal can be reached and supported within the limits of the economic pattern as 
set by the National Security Council. Changes in the international situation 
may, and perhaps will, cause readjustments in our planning as we continue to 
evaluate enemy capabilities in relation to those of our own forces. 

The Air Force we are building must continue to be the most powerful in 
the world. Changes in equipment, modernization and in the imaginative exploi- 
tation of technological advances can be more important than changes in the 
force structure itself. I am sure that it appears clear to you that airpower— 
and especially the offensive power of the Strategic Air Command—is the key- 
stone to our modern military strategy. Our earnest hope for peace finds its 
greatest support in the massive striking power of our Strategic Air Force, 
coupled with the growing capabilities of our air defense. Even the most daring 
aggressor must pause when faced with the knowledge of our growing offensive 
and defensive air forces. The quality of this air force must be maintained at 
a level second to none. Our surface forces must be protected and supported by 
friendly airpower if performance of surface tasks is to be assured. 

In moving forward in the orderly buildup of our American airpower, efforts 
have been concentrated on improving combat capability, Analyses of require- 
ments and operations are continuing. In the process of adding 12 wings to 
the Air Foree during the past year, we have been able to bring economies and 
increased effectiveness into our personnel and materiel programs. 

Our aircraft requirements and production schedules are being given constant 
study. We have eliminated some aircraft from the program but no aircraft 
for the combat units of the 143-wing program were eliminated before the goal 
of 187 wings was accepted. At the same time, continuing analysis of require- 
ments made possible the deletion of some support aircraft, and the improvement 
of production schedules. 

Additional experience in jet engine operation has proved that these engines 
have a longer life than originally estimated. A substantial reduction in the 
planned procurement of jet engines has been the result. 

The resources saved by these actions have enabled us to direct the establish- 
ment of a second source for production of the new Boeing B—52 eight-jet heavy 
bomber which will replace the B-36. In addition, we have scheduled earlier 
quantity production of the new supersonic jet fighter, the North American F—100. 
Greater combat capability at an earlier date than anticipated under our old 
schedules will result from replacement of aircraft now having marginal per- 
formance characteristics for modern air war. 

Substantial savings have been made in both military and civilian personnel. 
A programed reduction of military and civilian personnel in the Air Materiel 
Command has been found possible. We have a project called Native Son designed 
to replace military personnel overseas with civilians of countries in which our 
air units are located. This project promises to decrease the military personnel 
required by the Air Force overseas a total of some 43,000 before July of this year. 

These personnel savings, and the anticipation of further similar savings, have 
made it possible for the Air Force to program 115 wings by June 30, 1954, with 
only 955,000 officers and airmen. Earlier programs called for 960,000 military 
personnel to support 110 wings, and 1,031,000 to support the 115 wings. 

The 148-wing program established a requirement for a sharp increase in pilot 
production to 12,000 pilots per year. The more gradual buildup made possible 
adjustments in the pilot training rate. In order to achieve a pilot inventory 
sufficient to support the 137-wing program, it is necessary to increase from our 
present rate of 7,200 to 7,800. This reduction in pilot training from the 143- 
wing rate and a similar situation in technical training has permitted a redue- 
tion in programed requirements of 36,000 military and 4,600 civilian personnel. 

Previous plans were based on achieving full readiness by a definite calendar 
date. The rejection of a fixed D-day concept and the substitution of a floating 
D-day makes it possible to eliminate inefficient and expensive peaking of pro- 
curement and training, and at the same time permits maximum readiness over 
a prolonged period. 

We are proceeding on the road to the 137-wing force with less money and 
fewer people than I thought possible. We shall continue our efforts to provide 
the airpower needed for the security of the Nation at a minimum cost. 
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As your Air Force Secretary, I have visited many of our installations through- 
out the world in studying the problems of the Air Force. I have been impressed 
with the officers, airmen, and the civilians who make up that force. I find 
them loyal, devoted, and intelligently applying themselves to their jobs of sup- 
plying, maintaining, and flying their complicated aircraft. 

I have observed, also, situations requiring corrective action if the Air Force 
is to continue to increase its efficiency. 

Our aircraft procurement and personnel programs are in balance with the 
schedule of unit activations; however, our installations program is lagging be- 
hind. Sharp emphasis on base construction and improvement is necessary to 
insure the efficient completion of the 137-wing program. 

I believe the facilities provided to accommodate Air Force personnel are in- 
adequate. Minimum combat facilities have taken precedence over family hous- 
ing, airmen’s barracks, and recreational facilities. I have no quarrel with this 
order of priority; however, better living conditions have an important bearing 
on the problem of retaining personnel in the service who have been trained at 
considerable cost to the Government. The reenlistment of airmen already trained 
in their specialty is of prime importance in maintaining a trained and ready 
force as well as increasing efficiency and economy. 

The problem of inadequate personnel facilities is only one factor in attracting 
and retaining personnel, Some of our highly trained professional officers are 
resigning from the service to secure higher pay in industry. The reenlistment 
rates of airmen are substantially below desired levels. We spend $14,600 on 
each airman during his initial enlistment. The total dollar value to the Air 
Force and the Government of an airman’s reenlistment cannot be assessed 
accurately. The cost of basic training, of technical training, and of certain GI 
benefits are direct savings attributable to each reenlistment. Some of the Air 
Force staff have placed values on an airman’s reenlistment at from $4,000 to 
$6,000. My personal estimate is much higher because of the value of retaining 
experienced people in the operation of bighly complex equipment. Experienced 
pilots and officers represent a much greater investment. The average cost of 
training a pilot is $60,000; a B-47 pilot (cross-trained as a bombardier, navi- 
gator, and radar operator) represents an Air Force investment of $210,000 for 
training only. 

A recent personnel survey disclosed that one basic cause for leaving the service 
is a feeling of insecurity. I believe that the reduction in traditional benefits 
has contributed to this feeling. Retention of adequate post exchange and com- 
missary facilities; medical care for dependents; incentive pay, adequate and 
proper housing for both single and married personnel, recreation facilities, ade- 
quate pay and avoidance of long separations from families are essential if we 
are to minimize the loss of the officers and airmen who make possible efficient 
operations with minimum personnel strength. Solutions to some of these prob- 
lems have already been proposed through normal legislative channels and others 
are in the study stage. 

One hundred and eighty-five thousand airmen will be eligible for discharge this 
next year. Surveys show that 24 percent plan to reenlist; 27 percent have not yet 
decided ; 49 percent will not reenlist. It can be clearly seen from these figures 
that a small increase in our reenlistment rate would result in substantial dollar 
savings. Increased benefits would motivate airmen to reenlist and would encour- 
age both officers and airmen to adopt the Air Force as a lifetime profession. This 
would represent true economy, and in addition would result in much greater 
effectiveness. While our military personnel are proud of their service, too 
many now feel they canont afford to remain. I believe the principles of good 
management make it mandatory that we take positive and aggressive steps to 
reduce the turnover of trained personnel. 

The civilian officials and military leaders of the Air Force are fully aware of 
their responsibility to provide an adequately trained and combat-worthy Air 
Force. We now have the finest Air Force in the world; we are determined to 
maintain that position. 

The budget you are considering supports a continued airpower buildup, and 
the maintenance of qualitative superiority. The program is aimed at security 
through strength. The programs represented by this budget have been 
thoroughly reviewed. To the best of our knowledge, we have eliminated every 
item which does not contribute to the combat capability of our Air Force. We 
are presenting to you a budget which in our judgment states the minimum Air 
Force requirements. 
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STATEMENT OF GEN, NATHAN FEF. TWINING, CHIEF OF STAFF, Unrvep STATES AIR 
FoRrcE 


Mr. Chairman and members of the committee, I thank you for your invitation 
to meet with you today. When I met with you last July I referred to the 
pending review of our military programs. This review was completed last fall 
and approved by the Joint Chiefs of Staff and the Secretary of Defense. In my 
estimation, the completion of this review and the progress achieved in putting 
the program into effect constitute the most important security accomplishments 
of the current fiscal year. 

You have already been advised of the principal elements of our plans and 
policies for meeting the Soviet threat to our national security. I will describe 
how we in the Air Force propose to meet our responsibilities under this strategy 

Our present military policy and strategy has derived from the basic 
national-security policy established by the National Security Council. This 
strategy represents no radical departure from tried and tested military practices 
and capabilities. Rather, it gives full recognition to the threat which faces us 
and to the way in which we best can meet and counter that threat. Our military 
strategy is based on long-term needs rather than the need to prepare for any 
particular year of greatest danger. It is designed both to maintain adequate 
readiness for general war and at the same time to provide the capability to 
counter limited aggression. This strategy was unanimously approved by the 
Joint Chiefs of Staff. 

As I said, one of the fundamentals of this strategy is realistic recognition 
of the Soviet threat. Though the Soviets may hope toe achieve their basic 
objective of world domination by political, economic, and psychological methods, 
they also give evidence of incrensing preparedness for military aggresston 
It is this threat which the military pregrams are designed to deter and, if 
necessary, to counter. 

Since you will hear the particulars on Soviet land and sea strengths from 
Army and Navy spokesmen, I will not discuss these strengths with you. How 
ever, the Air Force is well aware of the strength of the Soviet bloc armies and 
the Soviet Navy, particularly their submarine fleet. The Air Force is prepared 
to join our sister services in deterring the use of Soviet land and naval power, 
and in countering these threats should war occur, 

Our latest intelligence on developments in the Soviet Air Force show why it 
is necessary for us to build and maintain the United States Air Force as the 
world’s best. 

First of all, we know that the Soviets are capable of producing quality aircraft 
This is confirmed by our examinations of MIG—15 fighters and by the very 
rapid conversion of the Soviet Air Force to modern combat types. These 
developments would not be possible in a technologically deficient aircraft 
industry. 

Second, the Soviets have built up a large force of TU-4 medium bombers, 
copied from our own B-29. Our intelligence indicates that this force is being 
converted to more advanced long-range bomber types. All of these aircraft 
are capable of direct attacks on the United States. 

Third, the Soviets have built up a large force of light jet bombers whose range 
and performance capabilities pose a serious threat to our interests in Europe 
and the Far East. 

Fourth, the Soviets are continuing their efforts to develop an adequate air 
defense system. Now completely equipped with improved jet fighters, this 
defense system includes modern radar for warning and ground controlled inter 
cept purposes. The integration of modern satellite air forces into the Soviet 
system provides them an air defense in depth. 

Fifth, and most significant, is Russia’s demonstrated ability to produce nuclear 
weapons. This nuclear ability, coupled with the delivery capabilities of the 
mocern aireraft available in quantity within the Soviet Air Force, dictates 
that the United States increase its emphasis on air preparedness. 

The strategy does not disregard our commitments to aid in the defense of 
our allies: nor does it exclude the use of conventional weapons or commit us 
to only one form of military action. In assessing the ability of the free world 
to defend itself, it appears that the United States should develop those military 
strength which our national resources can best contribute and sustain over the 
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long pull. At the same time, our allies will be encouraged to develop those 
capabilities for which they are best suited. 

I have described the basic characteristics of the Soviet nuclear air threat which 
influence our present and future needs for airpower. I wish I could tell you 
that this threat is static or diminishing. But, on the contrary, our intelligence 
indicates that the Soviet Air Force is steadily and skillfully being increased in 
quality and effectiveness. Technological developments may rapidly increase this 
growth in Soviet capability. 

The nature and growing proportions of the Soviet threat have imposed several 
particular requirements on the Air Force, as well as on the other military serv- 
ices. I will discuss these particular Air Force requirements after I review 
briefly the Air Force responsibilities under our national strategy. 

First of all, the Air Force is organized along functional lines which most closely 
fit its principal responsibilities. These responsibilities are essentially offensive 
on the one hand and defensive on the other. Offensively, we are responsible for 
strategic and tactical operations; defensively, for air defense. I wish to em- 
phasize that these operations—the offense and defense—are mutually comple- 
mentary and supporting. Air defense protects the bases of both strategic and 
tactical forces; on the other hand, strategic and tactical forces support the air 
defense mission by their attacks on the bases of enemy offensive aircraft. Stra- 
tegic and tactical forces are in turn partially interchangeable, and provide the 
utmost flexibility in offensive power. So, although I shall discuss these respon- 
sibilities separately, please bear in mind that the effects of strategic, tactical and 
air defense operations are not separate but are all part of the decisive applica- 
tion of airpower. 

Since our national objective is to deter war, our strategie air forces and their 
deterrent effect are vital to the security of the United States and the free world, 
To insure maximum operational effectiveness, we have a rigorous training pro- 
gram within the Strategic Air Command. We are modernizing our strategic force 
with jet bombers whose performance will greatly increase our strategic potential. 
We are also rapidly completing a system of overseas airbases which place more 
of our force within reach of enemy targets. We are providing fighter interceptor 
units for the defense of these overseas bases and of other military installations 
in their vicinity, and are increasing measures for their passive defense. As an 
example of the capability of the strategic air forces, I call to your attention a 
recent flight of strategic bombers. Using aerial refueling, a wing of B-47 jet 
bombers flew nonstop from Shreveport, La., to Sidi Slimane, north Africa, The 
B-47's made this 4,775 mile flight in an average time of 10 hours. Later, again 
using aerial refueling, these aircraft flew training missions against simulated 
targets nearly 5,000 miles round trip from their north African bases. 

Our tactical forces, the other component of our offensive capability, are also 
vital to our strategy. Their primary missions are to prevent interference by 
enemy air and to assist our Ground Forces in combating the enemy army. Their 
range is shorter, hence, the tactical forces will customarily operate from bases 
in the combat theater. Since theater bases are within range of Soviet jet 
bombers, it is necessary to take additional measures to reduce their vulnerability. 
Inflight refueling, especially for fighters, and increased mobility are included in 
our plans for exercising an effective tactical air capability in the face of heavy 
enemy air opposition. 

But the most significant development in the growth of our tactical potential is 
our ability to deliver nuclear weapons of all sizes on tactical targets. This ability 
is one of the outstanding recent developments in air warfare. It is our objective 
to equip every offensive fighter and bomber aircraft of our tactical forces to de- 
liver nuclear weapons. It is also Air Force policy that we will be able to deliver 
these weapons on an around-the-clock basis, regardless of weather. Thus, with 
coneurrent improvements in our tactical air control system, it will be possible to 
deliver a nuclear weapon in a matter of minutes on the target requested by the 
ground commander. This capability to give prompt and powerful atomic support 
will be most effective in offsetting the numerical superiority of our enemy. I 
should like to point out that both our strategic and tactical capabilities are adapt- 
able to tactical use in situations of limited hostilities and in general war. We 
have demonstrated this in Korea and in World War II. 

Turn with me now for a moment to the problem of air defense. The mission of 
air defense for the United States and for our bases overseas grows in importance 
with each increase in the Soviet long-range nuclear delivery capability. This im- 
portance is recognized in our national strategy and is emphasized in the Air Force 
program. Weare providing the best air defense which our technical skills and the 
funds made availabie can supply. 
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Modern jet interceptors, improved ground control systems, and more effective 
radar warning are some recent air defense improvements, We are rapidly train- 
ing our people in the operation and maintenance of the complex and costly equip- 
ment required for the air defense system. Further significant improvements are 
in sight. 

Having summarized the principal responsibilities of the Air Force, I will now 
discuss some of the requirements which are imperative to the full and effective 
development of our strategic, tactical, and air defense capabilities. 

First, of all, we must be immediately ready to perform our missions. Neither 
distance nor geographic barriers can protect us today against an air attack which, 
if conducted without interference, could destroy our population and industrial 
centers and severely cripple our mobilization potential. Similarly, the speed and 
decisiveness of nuclear air attack are such that the enemy might well achieve 
initial victory in other theaters if mobile, combat-ready forces were not available 
on D-day. Since the best protection against such attacks is immediate offensive 
and defensive action, it is essential to our national security that we maintain 
our peacetime readiness at a high level. 

This readiness for immediate combat is an objective for every element of the 
Air Force. If our strategic forces are to be effective as a deterrent, and if they 
are to perform in time their vital missions, should war occur, they must be capable 
of reacting to the first sign of Soviet aggression. 

Tactical forces also must be ready for immediate action. Since aggression 
might be initiated at any time and place, we must be capable of immediately 
deploying our tactical units stationed in the United States. Tactical forces 
overseas must be combat-ready since they may well take and give the first air 
blows should war occur, 

The Air Defense Command has been on an around-the-clock-alert status for 
the past 3% years. Readiness in minutes, rather than hours, is the standard 
required of this entire command. We have modern all-weather jet interceptors 
ready to take off within 5 minutes after warning of an attack is received. This 
state of readiness is vital to our continued security. 

The requirement for readiness means not only the ability to commence combat 
operations immediately, but also the ability to sustain effective operations until 
mobilization and production can take effect. In order to provide this essential 
sustaining ability, we must maintain adequate reserve forces and reserve stocks 
of materiel. 

In addition to immediate readiness, our national strategy requires that we 
maintain the highest quality in our Armed Forces. Adequate quantities are 
essential, to be sure, but modern weapons are so effective that we believe we 
can offset the numerical advantage of our enemy by our qualitative superiority. 

In view of increased weapons effectiveness, quality is the keynote of the Air 
Force program. This emphasis on quality is reflected in a number of ways which 
I shall summarize briefly. 

Because air superiority is a relative matter, we must provide our strategic, 
tactical, and air defense forces with the most modern aircraft our United 
States technology can produce. The modernization programs are and must 
be continuous, for the life of a combat aircraft is no longer determined by the 
number of years it will fly, but rather by the period of time in which it can 
effectively perform its mission against the enemy. 

Thus, we are introducing supersonic jet fighters into our inventory. We 
foresee the need for increasing the performance capabilities of our bomber 
force in advance of improvements in enemy air defense capabilities. We are 
pursuing a progressive development program for guided missiles, and are intro- 
ducing them as a supplement to manned aircraft as they become operationally 
proven and available. For example, we are now deploying two squadrons of 
B-61 Matador pilotless bombers to reinforce our tactical forces in Europe. 

As our aircraft increase in complexity and effectiveness, we generate new 
requirements for quality in the personnel who fly and maintain them. Not only 
quality, but an increasing amount of exacting training is necessary to maintain 
combat readiness. If there ever was an allowable margin for error in the 
operation of aircraft, it has now practically disappeared. Despite this fact, in 
1953 the Air Force achieved, in terms of accidents per number of flying hours, 
the best flying safety record in its history. 

To maintain high quality, we must keep the skilled personnel we train and 
maintain their morale at a high level. We therefore have a direct interest in 
the welfare of every person in the Air Force. We are maintaining the Air 
Force in a state of continued readiness which places wartime requirements on 
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our people. These wartime requirements generate stresses and strains which 
are unprecedented during a time of peace. The problems of retaining high 
quality skilled personnel have greatly increased. We are constantly striving 
to make the Air Force attractive on a career basis. 1 strongly endorse Secretary 
Talbott’s remarks on this subject. 

Now I will discuss briefly the new Air Force program. As you are aware, 
the Joint Chiefs of Staff and the Secretary of Defense have approved an Air 
Force goal of 137 wings. 

I would like to emphasize that this program reflects our views as to the mini- 
mum air strength necessary to support our new national strategy and to best 
provide for our continued national security—one hundred and thirty-seven wings 
is the minimum force which, maintained in immediate readiness and with em 
phasis on quality, can effectively discharge the tasks assigned the Air Force 
as a member of the national defense team. 

The details of the composition of the 137 wing Air Force will be presented to 
you later by General Picher. 

The 137-wing force is the minimum force for the needs of United States 
national security as we foresee them now. Significant changes in the world 
situation may later necessitate a revision of this strength. But until such 
changes occur, the 137-wing program when completed will provide a ready, 
flexible, and powerful force. 

The foundation and framework for this force have been built by our efforts 
over the past 3 years. The Air Force budget being presented to you reflects 
the minimum requirements for funds required to complete the 1955 increment of 
the Air Force structure. We look forward to completion of the 137-wing force 
nud to maintaining the United States Air Force as the best in the world. 


Secretary Witson. Mr. Chairman, would you like to say who you 
want here tomorrow? We want to be as helpful as we can. 

Senator Frrevuson. I will leave that to you and the Joint Chiefs of 
staff. The others have all been put in the record so I will leave that 
entirely for you. 

Secretary Wixison. I think the best thing for us would be for the 
admiral to come tomorrow, make his statement, have his off-the-record 
review, and then call back the Army, Navy, and Air Force as you 
wish. 

Senator Frrevson. So the admiral and whoever he requires will 
come tomorrow morning for the open hearing, and whoever you need 
for the secret hearing. 

Admiral Raprorp. Yes, sir. 

Senator Frercuson. We will recess until 10 o’clock tomorrow morn- 
ing. 

(Thereupon at 4:58 p. m., Monday, March 15, 1954, a recess was 
taken until Tuesday, March 16, 1954, at 10 a. m.) 
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TUESDAY, MARCH 16, 1954 


Unrrep States SENATE, 
: SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room 318, 
Senate Office Building, Hon. Homer Ferguson, chairman of the aub- 
committee, presiding. 
Present: Senators Ferguson, Smith, Maybank, and Hendrickson. 


DEPARTMENT OF DEFENSE 
Miuirary Securiry Program 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT 
CHIEFS OF STAFF, DEPARTMENT OF DEFENSE 


PREPARED STATEMENT 


Senator Frrauson. The committee will come to order. We have 
with us this morning Admiral Radford, Chairman of the Joint Chiefs 
of Staff. Admiral, do you have a prepared statement? 

Admiral Raprorp, Yes. 

Senator Frreuson. | wish you would read that. Is it your desire 
that you be permitted to finish it before questions ¢ 

Admiral Raprorp. I will be happy to stop in case anyone has any 
questions. 

Senator Frercuson. All right; with that understanding, will you 
proceed, please. 

Admiral Raprorp. Mr. Chairman and members, I appreciate this 
opportunity, which is my first as Chairman of the Joint Chiefs of 
Staff, to appear before this committee. 

In my statement today I plan to give you as much information as is 
feasible in an open hearing about our security planning for the future. 

In this endeavor I hope that I shall be able to clarify some misunder- 
| standings which currently exist regarding this milit: ary program, 
which I have termed our “Secur ity Program for the Long Pull.” 


MILITARY PREPAREDNESS 


Before going into details of this program, I would like to review 
with you a little of the historical background of the conditions under 
which our past planning has taken place. A diagram indicating the 
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state of military preparedness of our Armed Forves for the past 20 
years would show many peaks and valleys. This was undoubtedly 
the result of a series of attempts to follow, in a new and different age, 
the earlier philosophy of maintaining during peacetime only the 
smallest nucleus of standing forces and relying on an indefinite 
period of time after a declaration of war to build up needed forces. 
Although such a system was originally adequate, it has become in- 
creasingly dangerous. As the destructive power of weapons and the 
range and a of aircraft increased, the period of time on which 
we could rely after D-day correspondingly decreased. The earlier 
system of a tiny nucleus is obviously not an acceptable answer in this 
day and age. In fact, it is completely antiquated. 

In analyzing these peaks and valleys of military preparedness we 
find that they are most expensive. Waste and inefficiency under such 
circumstances are the inevitable result. Besides being more expen- 
sive, such a system is dangerous. Planning based on such programs 
can no longer be accepted as a justifiable risk, because never again in 
a global war will we have the same amount of time which we had in 
World War ITI to build up our forces. Another serious disadvantage 
that adds to the infeasibility of such a system is that these valleys 
of preparedness constitute an invitation to aggression. 


NATURE OF COMMUNIST THREAT 


To continue a system of peaks and valleys would be bad enough in 
this modern world if we faced an orthodox enemy. However, the 
very nature of the Communist threat makes such planning even more 
infeasible. We are up against a relentless, powerful, and clever ad- 
versary. At no time in the history of our country have we faced a 
more dangerous threat than that posed to us by the leaders of the 
Soviet Union. Here I would like to consider with you for just a 
moment the nature of this threat. 

The ultimate objective of the leaders of the U. S. S. R. is a Com- 
munist world dominated by the Kremlin and controlled from Moscow. 
In their unrelenting efforts they follow a multipronged system of 
operations, only one of which is military. This system includes, in 
addition to the military prong, a political prong, an economic prong, 
and a psychological-propaganda prong. ‘The Soviet leaders are ap- 
parently unconcerned as to which particular prong gains for them 
their goals. When they receive a setback along one prong, they 
merely push hard along the others. Thus, in our overall plans we 
had to consider how to best counter all these threats, 


ECONOMY OF COUNTRY A MILITARY FACTOR 


Furthermore, they have no urgent timetable for the accomplish- 
ment of this objective. In my opinion, for instance, the Soviet lead- 
ers would be quite content to await the inevitable were we to embark 
on a program of maintaining forces-in-being in such numbers as to 
insure our eventual economic collapse. In such a case they would 
then be in a position to attain their objective without firing a shot. It 
is for just such reasons that we of the military view the economy of 
this country as a factor of military importance. 

Prior to 1950 the United States liquidated the most powerful mili- 
tary machine ever built up in American history, and almost overnight 
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reduced it to such a low level as practically to invite aggression. When 
the Korean war began, no one knew whether it would be confined to 
Korea or whether it portended a global war. We had no choice but 
to generate military strength as quickly as possible. This we did. 
Again we salieiegiis our journey from the valley toward the peak. 
Our Armed Forces were expanded hastily to a strength of 314 million 
men and women. 

It was now the summer of 1953, and since 1950 we had been building 
our forces for a particular peak year of crisis. The military armistice 
in Korea had become effective on July 27, 1953. An important ques- 
tion would have to be answered sooner or later. What was to be the 
future pattern? What size and deployment of Armed Forces should 
we have in the light of the Soviet threat, the existence of atomic 
weapons, United States commitments, the collective-security arrange- 
ments of the free world, our limited manpower, and the national 
economy ¢ 

That was the question facing the new Joint Chiefs of Staff when 
they took office last August. It most assuredly would have faced any 
set of chiefs at that time. 


LONG RANGE PLANNING 


It was in recognition of the Communist objective and their methods 
for attaining it that the President directed that military planning no 
longer be based on the year-of-crisis theory, but on preparations for 
the long pull. 

In formulating our plans we first of all decided that we must be 
ready for all the essential tasks to be performed in the initial phases of 
a global war, with emphasis on our ability to launch devastating 
offensive counterblows; and we must also be ready for lesser military 
actions short of all-out war. 

In view of the nature of the Soviet threat, Secretary Wilson and 
the Joint Chiefs of Staff agreed that we must fulfill these require- 
ments with due regard for not only military factors, but also a wider 
range of political and economic factors, as well as the latest tech- 
nological developments. 

Since it is imposible to forecast precisely the year and the amount 
of maximum military danger, part of the answer was to provide a 
sturdy military posture which could be maintained indefinitely over 
an extended period of cold war. Part of it was to take advantage of 
new weapons and technological developments. Part of it was to en- 
hance and accelerate the program for continental defense. Another 
part was to improve the readiness of our Reserve forces to meet today’s 
requirements for rapid mobilization. Still another part was to adjust 
the balance of United States forces so as to fit into the larger system 
of collective allied forces. 


QUESTION OF AGREEMENT ON PROGRAM 


Early last December we unanimously agreed to, and submitted a 
program for, military forces through fiscal 1957 which will pro- 
vide for the security of the United States—— 

Senator Frereuson. Right there I want to ask you, when you say 
unanimously you agreed, “that was an agrement by each of the Joint 


Chiefs of Staff and the Secretary of Defense? 
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Admiral Raprorp. Yes, sir. 

Senator Frreuson. So that all agreed on the program to be fol- 
lowed ¢ 

Admiral Raprorp. Yes, sir. 

Senator Maynank. Did they all advocate that program, Admiral? 

Admiral Raprorp. Apparently not. 

Senator Frreuson. When you say “apparently not,” is that because 
of the answers that were given by General Ridgway yesterday? 

Admiral Raprorp. Yes, they were not exactly ¢ lear to me, 

Senator Frreuson. You say that his answer yesterday was not 
clear to you. As I understood, he said that he accepted it as a sound 
decision. 

Admiral Raprorp. Yes, sir. 

Senator Frerevson. But he did not answer the question as to whether 
or not he was satisfied. 

Admiral Raprorp. Yes, sir. 

Senator Fercuson. Did you understand that in December, when 
you used this expression here “unanimously agreed to it,” that it was 
an agreement that was a proper program ¢ 

Admiral Raprorp. I did last December ; yes, sir. 

Senator Fercuson. Did you know other than what you heard yes 
terday that General Ridgway may not be what is known as satisfied / 

Admiral Raprorp. I had previously read his statement, and from 
that had a feeling that he was not satisfied. 

Senator Mayrank. Might I only say that is the reason why I asked 
General Ridgway the question. “As I understand the situation, the 
chairman agreed, and I certainly agree with the chairman, that any- 
thing of that kind could be in the executive session, but after I read 
the statement, and they were all sent to us on Saturday, I thought 
I would ask the question not to cause any confusion, but to get the 
facts. On this committee, Admiral, I have always tried to appro- 
priate whatever the military have asked over a period of years, and 
I was glad we always took that attitude here, because when the 
shortage of the ammunition came up here some years ago, I can 
never recall ever having been asked for any money that had been 
refused. Senator Ferguson said that the Appropriation Committee 
had given them the amount of money they asked for and it was no 
fault of ours. 

The reason I asked the question was not to cause any confusion 
or to create a situation that would be embarrassing at all, but merely 
to help. I am going to ask him in executive session, because I feel 
as one member of this committee I would like to know exactly what 
the situation is. I want to get my own mind clear that you believe 
this to be the defense of the country considering our economic situa- 
tion, which you now determine to be so important, which I agree 
with you. 

Admiral Raprorp. Yes, sir. 

Senator Maysank. But I do want to know about this Army reduc- 
tion, and the Senator agreed when we have an executive session we 
will do it. I want to repeat again that I did not ask that question 
for publicity but merely because I read these statements over the 
weekend, of Mr. Wilson and the others. 

Admiral Raprorp. Yes, sir. 
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Senator Frrauson. Admiral, I think we ought to get as much in 
the open hearing as we can on this question of this budget, and I 
am going to ask you some questions on this. If they are such that 
they ought to be in closed session for security reasons, naturally you 
will tell me and we will take those in closed session. 

Is it true that each one of the Joint Chiefs of Staff presented his 
version and his ideas as to our defense? Is that question clear to you? 
In other words, was this made from the top and taken to them and 
say, “Here, take it or leave it,” or did they plan and come together and 
meet on what was required / 


BASIS OF PLAN 


Admiral Raprorp. Senator, I estimate that—and you would have to 
verify it in closed session with General Ridgway—the difference comes 
as to whether we agreed to accept the fact that the national economy 
over the long pull is a military factor, and therefore the Chiefs would 
get estimates of the national income and make an assumption as to 
the amount that might be allotted for defense, or whether in so doing 
we were in fact accepting a directive to follow that procedure. That 
is the question. 

Senator Maypank. That is what I want to know. 

Senator Frreuson. Were you operating under a directive or were 
you trying to figure out what you could do for the defense of America ¢ 

Admiral Raprorp. I can only speak for myself. I honestly felt and 
still feel that the economic stability of the United States is a great 
factor of military importance over the long pull. 1 know from travel 
ing abroad that our allies are almost as afraid of a depression in the 
United States as they are of a Communist attack. In other words, 
they realize that if we were to have a severe setback in this country, 
we would curtail our military-aid programs and we would be forced 
to take other actions, all of which would be, in their opinion, very 
dangerous. 

Without any reserv: ation, I subscribe to the theory that as military 
men, in trying to work out plans for the long pull—and I mean just 
that, an indefinite period in the future—we must take economic factors 
into consideration. I did not feel in this case that we were operating 
under a ceiling or directive. We were merely taking notice of what 
we thought could be made available without any assurance, of course, 
that we would get it. 


ISSUE IN DETERMINING PROGRAM 


From figures that we obtained on prospec tive national income over 
the long pull, we eliminated the more or less fixed expenses, and within 
the remaining estimated amount, we did feel—at least I did, and I 
thought the others did—that we came up with a military program 
which was adequate for the security of the United States. The ques- 
tion as to whether we did that voluntarily or under a directive I think 
is the real point at issue. 

Senator Frereuson. Do you have anyone who is satisfied using the 
word as usually used, in the military way, with any program? Is it 
not one of those things they would like to be overstaffed, oversupplied, 
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so that if something came up they would feel that satisfaction is one 
thing, but what they really can get, what they need is a different thing? 

Admiral Raprorp. I think traditionally that has always been stated 
as the case for military men; that that would be their approach to it. 
But I think this problem we face today has no precedent in our his- 
tory or any other country’s history. We are up against a threat that 
may last for an indefinite period of years. The cost of modern mili- 
tary forces is so astronomical, and the cost. of stockpiling material 
and the continuing expense of taking care of it after you stockpile it, is 
so large that it seems to me that we had to make the approach we did. 
The question was: Taking into account the development of new weap- 
ons, could we recommend the generation of military forces that would 
provide for the security of the United States and be within this limita- 
tion as far as we saw it? We came up with the answer that we could. 
I would like to point out that I made other qualifications. I said, 
“Still another part of this planning was to adjust the balance of United 
States forces so as to fit into the larger system of collective Allied 
forces.” 


ESTIMATED DEFENSE COST 


Senator Maysanx. How much money is that going to cost, Admiral, 
while you are speaking on the subject? I mean to the American tax- 
payers. 

Admiral Raprorp. What did we figure? 

Senator Maysankx. What do you think the overall military would 
be, ours plus NATO or any other military aid, for example, to Korea 
to train Korean nationalists. 

Admiral Raprorp. I would say, Senator, and it is a little bit hard to 
estimate—we may have to be more selective in our aid programs, I 
think undoubtedly we will, and that study is still going on—I would 
estimate that somewhere around three to three and a half billion dol- 
lars a years for an indefinite period of time for military aid. 

Senator Henpricxson. That would be our share, Admiral? 

Admiral Raprorp. Yes, sir. 

Senator Fercuson. Do you know what they would be spending? 

Admiral Raprorp. I could not accurately answer that. It would 
be much more. That figure is mainly for the equipment that we 
supply. 

Senator Frercuson. Could you tell us just how the Joint Chiefs are 
now organized to work out a problem like this? 

Admiral Raprorp. I could give you a rough outline. In this par- 
ticular instance we had a very competent ad hoc committee set up 
with representatives from all the services, and we gave them an out- 
line of the problem and they made recommendations as to the forces. 
Then the Chiefs themselves went over that report and came up with 
the final answer. 

Senator Frrevson. So that each department had laid out and 
brought to the Joint Chiefs what they believed their part should be 
in a defense program ? 

Admiral Raprorp. They did more. They also in this particular in- 
stance recommended what they thought the other services should have. 
They made a complete study. 

Senator Fercuson. Each made it complete? 

Admiral Raprorp. Yes, sir. 
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Senator Frrcuson. In other words, the Navy would say what they 
thought they ought to have and the Army, Marines, and Air. 

Admiral Raprorp. Yes, sir. 

Senator Frrauson. And each one of them did that? 

Admiral Raprorp. Yes, sir. 

Senator Frerauson. So as to be able to say how they would fit their 
program into each other’s program ¢ 

Admiral Raprorp. That is the way this ad hoc committee elected 
to work. 

Senator Fercuson. Was that satisfactory to all Joint Chiefs? 

Admiral Raprorp. You mean the report they made? 

Senator Frreuson. No; the fact of working that way. 

Admiral Raprorp. Yes. 

Senator Frercuson. When you came up with the final report, I 
assume that different people had different ideas—that one would w ant 
more air, the other one more ground troops, the other more atomic, 
and what have you. Did you finally, as you say here, unanimously 
agree on a program ¢ 

Admiral Raprorp. Yes, sir. 

Senator Fercuson. It was not a question of whether or not a man 
was just, to use the word, “satisfied”; it was whether or not he ap- 
proved, as General Ridgway said yesterday, as I understood his an- 
swer, that he accepted it as a sound program; is that correct? 

Admiral Raprorp. I heard him say that. 

Senator Frreuson. Did you hear anything else that there was any- 
one that did not want to go along with this program? They had that 
privilege, did they not? 

Admiral Raprorp. They had the privilege. I felt that they did. I 
certainly felt I did. 

Senator Maysanx. Let me ask this. In that report, what each asked 
and what each suggested what the other could get, could we get that 
when we have an executive session ¢ 

Admiral Raprorp. I could not answer that, sir. 

Senator Maynanx. Should that be directed to Secretary Wilson ? 

Admiral Raprorp. Yes, sir. 

Senator Marpanx. Thank you. 


PARTICIPATION OF ALLIES IN SECURITY PROGRAM 


Senator Fercuson. Would it not be true that if we were not giving 
314 billion a year to our common allies in this common-sec urity pro- 
gram of ours we would have to spend more on our own 

Admiral Raprorp. I was going to touch on that further on in the 
statement. 

Senator Frreuson. But that is the fact. 

Admiral Raprorp. That is the fact. 

Senator Fereuson. So that this common-defense program is in your 
opinion a good program, and one in the interest and for the security of 
America? 

Admiral Raprorp. I think it is the only way we can generate enough 
strength; it is the only way we can possibly do it. We cannot do it 
by ourselves, but by helping our allies we can generate collectively 
sufficient strength. 
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Senator Ferauson. Just going back for one moment on this ques- 
tion of a year-of-crisis theory, and we are preparing for the long pull, 
does that not make a difference in the amount of troops or planes or 
ships when you plan on a long pull, rather than just on a crisis period ¢ 


RESERVE ORGANIZATION 


Admiral Raprorp. Yes, sir. Of course, part of this program, as was 
mentioned yesterday, includes a much more efficient Reserve organ- 
ization. It is the part that has not been presented to the Congress yet. 
Our ultimate plans will not work unless we have a much better Reserve 
organization. 

Senator Frreuson. I understand this Reserve is to fit into this pro 
gram of the long pull. 

Admiral Raprorp. Exactly, sir. 

Senator Frercuson. In other words, it is not considered feasible to 
have these troops actually in camp, but the Reserve idea is to have them 
home working in factories and in civilian pursuits, but that in case of 
this crisis coming that you can pull them out into the mobilization 
within the time that you could transport them and get them ready 
instead of having them actually incamp. Is that correct? 

Admiral Raprorp. Of course, the Army section of the Reserve force 
would be the largest and the other services also hope to improve their 
mobilization factor. The big point, as was mentioned yesterday in the 
case of the Army, is that they have now some five or six hundred thou- 
sand men who have had 2 years of training, and who have 6 more years 
of obligated service, but under the law thev are not required to affiliate 
themselves with an organized unit. If that law is changed or some 
system can be devised whereby they are associated with a Reserve 
unit, it is obvious that these men with the training they have already 
had can fit quickly into a mobilization pattern and the Army will be 
able to generate forces very rapidly. 

Senator Maypank. I was going to ask the admiral if he has given 
any thought to some sort of law? 

Admiral Rapvrorp. Yes, sir; that is this report that I mentioned. 

Senator Maynank. That is going to come out on April 1, as I under- 
stand from Dr. Hannah. 

Admiral Raprorp. Dr. Hannah said the Pr esident required it for 
the National Security Council on the 1st of April. 

Senator Frereuson. That is part of your program. 

Admiral Raprorp. It is a part of this new military program and a 
very essential part. 

Senator Maypank. I think you are so right, because that can take 
up a lot of the slack in some of these other ‘branches, provided it is a 
good program. I look forward to seeing it. 

Senator Frrauson. Would you continue? 


ULTIMATE FORCE LEVELS 


Admiral Raprorp. Yes, sir. Early last December we unanimously 
agreed to, and submitted a program for, military forces through fiscal 
1957 which will provide for the security of the United States: forces 
which will deter aggression in consonance with the concept of col- 
lective security w ith our allies in E urope and the Far East; and forces 
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whic ‘+h would provide the basis for winning a war—an all-out war or 
. limited war—if war is forced upon us. The budget for fiscal year 
1955 is based on and is the first step in the attainment of this new 
program. The ultimate force levels, which we have recommended, 
and which we hope to reach by the end of fiscal year 1957 are actually 
for planning purposes only. They are not inflexible either as to time 
of achievement or a3 to ultimate quantity of forces. The only firm 
plans in attaining these ultimate goals are those represented by the 
force levels on which the current annual budget is based. 


POTENTIAL DESTRUCTIVE POWER 


li formulating these plans we took into consideration the modern 
weapons now available to the United States. President Eisenhower, 
in an address on the Atomic Age last December, described the tre- 
mendous potential destructive power of our atomic weapons. He 
said that today’s stockpile “exceeds by many times the explosive 
equivalent of the total of all bombs and all shells that came from every 

plane and ever y gun in every theater of war through all the years of 
W orld War IL.” The destructive power, presently and prospectively 
available to each branch of the Armed Forces, dwarfs that ever 
experienced in the history of warfare. 

We took into consideration the preeminence of the United States in 
modern air and naval power. As I use the term, “airpower” includes 
the Air Force, naval aviation, Marine Corps aviation, Army aviation, 
and the tremendous aircraft industry and civil air transportation 
systems of the United States. Some people do not fully comprehend 
the true magnitude of today’s United States national airpower, and 
I would like to state unequivocally that it is superior to that of any 
other nation. Furthermore, the United States has so developed.certain 
segments of its airpower as to achieve a strategic air force and a naval 
carrier striking foree which are without peer in this world. 


CONTINENTAL DEFENSE PROGRAMING 


We decided that continental defense programing is an increasingly 
important part of our national security planning. We want to see 
continental defense programing continue on an orderly basis, with 
phased increases in forces and facilities to improve our defenses 
against bombing attacks. However, the Joint Chiefs of Staff feel that 
it would be a serious mistake to divert all or a disproportionate part of 
our energies and resources toward setting up a purely nee 
system. We must not forget that the greatest single deterrent of : 
Soviet air attack against the United States is the tremendous « eae. - 
attack which she knows will immediately follow. We feel that the 
programing of this project should be achieved in relation to the 
budgeted support available for other essential commitments. 

We also readily accepted the fact that our plans and programs could 
not be developed by the United States for ourselves alone. They must 
be worked out in cooperation with our allies and each should furnish 
forces that constitute its most effective contribution to the whole. 

Our security today is inexorably tied with that of the other nations 
of the free world. We must have allies. We recognize that the safety 
of the United States cannot be assured by the United States alone, 
indispensable as that it. 
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MILITARY ASSISTANCE PROGRAMS 


In connection with our collective security arrangements we have 
spent a great deal of money on our military assistance programs. 
However, I assure you that great progress has been made since 1950 
in the development of increased collective strength among our allies. 
For example, only 1 year ago the Republic of ‘South Korea had 14 
divisions, 4 of which had been rec ently organized. Today they have 
20 divisions. Incidentally, from the title of General Van Fleet's 
article, “25 Divisions for the Cost of One,” which was recently pub- 
lished, you get an idea of the relative expense of maintaining a man 
in uniform by some of our allied countries as compared to that of the 
United States. 

In order for the United States and her allies to be adequately pre 
pared and at the same time maintain a stable economy for the long 
pull, we cannot ignore the fact that together these nations of the free 
world provide a pool of collective strength. It is only natural that 
each nation should contribute to that pool those forces that it is 
most efficient in developing. 


EMPHASIS ON WEAPONS, EQUIPMENT, AND AIRPOWER 


In view of our vast industrial capacity, technological ability, and 
limited manpower, we believe that our most effective contribution 
consists of complex technical weapons and equipment, modern air 
and naval power, and highly mobile offensive combat forces backed up 
by Ready Reserves—not for any one date, but for now and the indefi- 
nite future. We feel that the other free nations can most efficiently 


provide in their own and adjacent countries the bulk of the defensive 
ground forces and local naval and airpower. 

We are doing everything possible to encourage and assist the anti- 
Communist countries overseas to build up and increase the effective- 
ness of their ground forces. For example, the United States at the 
present time is making every effort to get a German contribution to 
the NATO forces in the form of ground troops. 


DEVELOPMENT OF RESERVE PROGRAM 


In the plans for our own standing forces, that is United States 
forces on active duty for the long pull, we took into consideration, in 
addition to the collective strength of the free world, the state of readi- 
ness of our own Reserve forces. In our plans we fully recognize the 
infeasibility of relying in the future on long periods of time in which 
to mobilize our available manpower. Never again will we have 3 
years to get ready. Therefore, an essential part of our security pro- 
gram includes plans for attaining an improved state of readiness of 
our Reserve forces to meet today’s requirements for rapid mobiliza- 
tion. We are fully aware of the necessity for improving the Reserve 
programs for all of our services in order to make them more realistic 
and more responsive to current and future needs. The development 
of this program has been assigned the highest priority by the 
Department of Defense. 

In other words, there is no disagreement as to the importance and 
necessity of ground forces. However, the Joint Chiefs of Staff feel 
that the United States standing Army can, by careful planning, be 
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safely reduced to a level that, when combined with other United States 
forces, the total will constitute an effective and efficient contribution 
to the collective strength of the free world as a whole, and at the same 
time, will constitute force levels which the United States can main- 
tain not just 1 year or 10 years but for the duration of the cold war. 

Senator Frrevson. At that point, Admiral, is it not true that look- 
ing at the picture as you have now, the United States feels that other 
countries in the world are able to fight as well as Americans ? 

Admiral Raprorp. Yes, sir. 

Senator Fercuson. And that there their armies can have a place 
in this scheme of defense, so that America, as you say, with a limited 
manpower, only 160 million people here and the responsibility in a 
way of manufacturing many, many of the armaments that are neces- 
sary for a war, that we must consider ourselves as limited on the 
battlefield compared to theirs when they do not have to manufacture 
and cannot manufacture the articles that are needed ? 

Admiral Raprorp. That is generally correct. We also feel that 
we can make certain contributions that they cannot make. 

Senator Fercuson. That is what I mean. 

Admiral Raprorp. I mean in the matter of forces, like airpower, 
naval power. 

Senator Ferauson. In other words, they can fight in certain places 
with their manpower and we can fight in other places with ours. 

Admiral Raprorp. That is exactly correct. 

Senator Frrauson. And that is what you are trying to do through 
the Joint Chiefs of Staff and this program ? 


BALANCED ALLIED FORCES AIM 


Admiral Ravrorp. We are trying to build balanced allied forces. 
That is our program. 

Senator Maynank. That is the program, Admiral, but how well are 
we doing on it? Do you think we are doing as well as we should? 
I continue to read these articles in the paper, as you so ably state here, 
and I thoroughly agree with you, about the German contribution to 
NATO and the opposition of the French. I do not know how much 
truth there isto it. It looks to me that while you are doing everything 
you can, General Gruenther and all, it appears that some of the Allies 
are slow to apprehend the dangers as we do. 

Admiral Raprorp. It is not all smooth sailing, but I must say we 
have done a great deal since 1950. We have generated a lot of 
strength. 

Senator Mayank. I was only hoping you can do more. 

Admiral Raprorp. I hope so, too. 


DEFENSE NOT LIMITED TO MASSIVE ATOMIC ATTACK 


In view of certain misunderstandings, I would like to take just a 
moment here to assure you that: Our planning does not subscribe 
to the thinking that the ability to deliver massive atomic retaliation is, 
by itself, adequate to meet all our security needs. It is not correct 
to say that we are relying exclusively on one weapon, or one service, 
or that. we are anticipating one kind of war. I believe that this Na- 
tion could be a prisoner of its own military posture if it had no cap- 
ability, other than one to deliver a massive atomic attack. 
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We are fully agreed that we must have strong, mobile, ecombat- 
ready units capable of being projected wherever required. It cer- 
tainly should be evident from the forces we intend to maintain that 
we are not relying solely upon air power. We shall continue to have 
over a million men in our Army, and we shall continue to have a Navy 
that is second to none. We as a nation have never before attempted to 
keep forces of this size over an indefinite period of time. 


EMPHASIS ON COMBAT OPERATIONAL READINESS 


Our program for the long pull is more a matter of emphasis. We 
are putting emphasis on our advantages—our long suits—in other 
words, on modern air and naval power, on new weapons, on a highly 
mobile and offensively equipped strategic Reserve. We are placing 
emphasis on a high state of combat operational readiness and on a 
Ready Reserve. We are counting onmobility and flexibility. 

In summary, our security program for the long pull consists of a 
plan for attaining and maintaining indefinitely thereafter, i in an im- 
proved state of readiness, selected United States forces which give us 
a sturdy militiary posture and which constitute the most effective 
contribution to the balanced collective strength of the free world. It 
is a military reassessment based on national objectives, the world situ- 
ation, preparations for the long pull, our improved weapons, the 
increased strength of our collective forces, an evaluation of the existing 
threat, and a considered estimate of future trends and developments. 
It provides for an improved readiness in our Reserve forces. to meet 
today’s requirement for rapid mobilization. It involves our allies and 
the United Nations. It envisages certain military assistance and 
advice in the development and maintenance of Allied forces where 
needed and requested. It involves military strategy, timing, logistics, 
and economy. It involves United States policies, commitments, and 
risks. In other words, it is a searching review of this Nation’s military 
require ments for security. 

The Joint Chiefs of Staff have no preconceived ideas as to what our 
Armed Forces will look like a decade from now. Our present plans 
are based upon what we see today as being in the best interest of 
the United States and the free world. They are based on a searching 
estimate of the world situation and a thorough analysis of the existing 
threat projected into the foreseeable future. Naturally any changes in 
the situation on which the present plans are based would necessitate 
reevaluation and reconsideration. 


STATEMENTS OF CHAIRMAN AND MEMBERS 


Senator Fercuson. Admiral, I want to say at this time that I think 
you have presented to the American people here this morning in a 
very clear way what the military authorities of this country, what the 
Defense Department and the President have in mind as for today and 
as far as they can see into the future. I think that you answer many of 
the inquiries in relation to what was called by some, the New Look. 
People feel that if we are only going to have hydrogen bombs—this 
question has been cutaiitiad. how are you going to put out brush fires 
with a hydrogen bomb. I think you clearly: show that you are planning 
for all kinds of wars, economic wars, propaganda wars, large or 
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small wars as the case may be, that America and the free world may 
be safe. I think you have answer to those who want an answer these 
questions that have been in the minds of the people. I want to thank 
you for this clear statement. 

Are there any questions ¢ 

Senator MayBank. Mr. Chairman, as I understand we are going to 
have an executive session. 

Senator Frreuson. Yes. 

Senator Maypank. I will wait, then. But I wanted to add my 
appreciation to the admiral’s clearcut statement, which does answer 
many questions. I commend him on what he has said. But I do want 
to see those charts. 

Senator Henprickson. Mr. Chairman, I, too, want to commend the 
admiral and associate myself with the remarks of our distinguished 
chairman. 

Admiral, this is a very remarkable statement. 

Admiral Raprorp. ‘Thank you, sir. 

Senator Henprickson. And ever enlightening. 

Senator Ferguson. The Senator from Maine. 

Senator Smrru. I have no questions. 

Senator Ferguson. Very well. We will recess at this time. 

(Thereupon at 10:55 a. m., Tuesday, March 16, 1954, the subcom 
mittee recessed, subject to the call of the chairman.) 
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TUESDAY, MAY 11, 1954 


Unrrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Homer Ferguson (chairman of the subcommittee) 
presiding. 

Present: Senators Ferguson, Thye, Hayden, Maybank, and 
Hendrickson. 

DEPARTMENT OF DEFENSE 


OFFICE OF THE SECRETARY 


STATEMENT OF HON. JOHN A. HANNAH, ASSISTANT SECRETARY 
OF DEFENSE (MANPOWER AND PERSONNEL) 


OPENING STATEMENT OF CHAIRMAN 


Senator Fercuson. The committee will come to order. 

I would just like to say on the record that on Monday, March 15, 
1954, the committee began hearings on the Department of Defense 
appropriation bill for fiscal year 1955. The committee has heard 
testimony of the Secretary of Defense, Mr. Wilson; Chairman, Joint 
Chiefs of Staff, Admiral Radford; Assistant Secretary of Defense 
(Comptroller), Mr. McNeil; Secretary of the Army, Mr. Stevens; 
Chief of Staff, Army, General Ridgway; Secretary of the Navy, Mr. 
Anderson, who has recently become the Deputy Secretary of Defense; 
Chief of Naval Operations, Admiral Carney; Commandant Marine 
Corps, General Shepherd; Secretary of the Air Force, Mr. Talbott, 
and Chief of Staff, Air Force, General Twining. 

In addition, the members of the professional staff have been mak- 
ing continuing studies of the justifications and other data submitted in 
connection with the request for funds now pending before the 
committee. 

Likewise, copies of all justifications have been sent to each member 
of the subcommittee in advance, 

This morning Dr. Hannah, the Assistant Secretary of Defense, 
Manpower and Personnel, is with us to review some of the manpower 
and personnel plans of the Department of Defense. 

Also, Mr. Loftis, Mr. Garlock, Captain Hoyt, United States Navy ; 
Lieutenant Colonel Taylor, United States Army ; Admiral Denebrink, 
United States Navy, and Judge Latimer are here to explain the needs 
for the appropriations requested for the Office of the Secretary of 
Defense. Mr. Pike, you are here for what particular department? 

Mr. Prxe. I am to testify on behalf of the $250 million reserve 
tool and facilities fund. 

93 
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Senator Ferguson. Now, I understand you gentlemen are prepared 
to present testimony in justification of the budget estimate for the 
Office of Public Information, and various interservice activities, in 
cluding the appropriation requests for claims, the construction of 

ships, Military Sea Transportation Service, contingencies, emergency 
fund, reserve tools and facilities, retired pay, and the C ourt of Military 
Appeals. 

We have received a letter from Secretar y Wilson, submitting cer 
tain appeals from the action taken by the House. This letter will at 
this point be made a part of the record. Copies of the appeal are 
available to members of the committee. 

(The letter referred to follows :) 


THE SECRETARY OF DEFENSE 
May 6, 1954. 
Hon. HOMER FERGUSON, 
Chairman, Senate Appropriations Subcommittee on Armed Services, 
United States Senate. 

Dear Mr. CiiatrMAN: The Department of Defense has reviewed H. R. 8873 
as passed by the House of Representatives on April 29, 1954. On the basis of 
this review, it appears that the bill as passed by the House of Representative 
should substantially provide for the defense needs during the next year. I think 
the House of Representatives is to be congratulated on the thoroughness with 
which the Appropriations Comunittee considered this request and the many con- 
structive suggestions they offered for improving the operation of the Depart 
ment of Defense. However, there are a few instances in which we find it 
necessary to ask your committee to reexamine the programs involved and 
restore amounts which we believe are necessary to assure sufficient money to 
meet our probable requirements during the next fiscal year. 

he amounts being requested for restoration are as follows: 


Office, Secretary of Defense Li as i : is $500, 000 
Department of the Army 4 ~ ” ---- 57,982, 000 
Department of the Navy ‘ . ‘ . 45, 030, 100 
Department of the Air Force ; . 264, 524, 900 


Total i ‘ bids, eniiinks” a0) Ge, GOO 


We are also requesting the continuation of the $250 million appropriated 
last year for “Reserve tools and facilities” which was not extended by House 
action. The availability of these funds is important to the continuation of 
our efforts to create a sound mobilization base. There are also certain items 
of appropriation language in which we find it necessary to ask for adjustments 

Details of all of these appeals, including the proposed adjustments to ap 
propriation language, are attached and in the format prescribed by the staf! 
of the Senate Committee on Appropriations. 

These appeals represent our best judgment as to the adjustments that we 
believe desirable in the bill as passed the House of Representatives. I have 
asked the Deputy Secretary of Defense, Mr. Anderson, to discuss these prob 
lems with you and I feel sure that an agreement can be reached on the neces 
sary revisions. Representatives of the various Departments will be avail 
able to appear before your committee at such time that you desire to hold 
hearings on the details of the appropriation requests, 

Sincerely yours 
Cc. E. Winso0n. 


Senator Frercuson. I understand that each witness present this 
morning has a prepared statement. 
At this point I should like for those appeals Peta to the 


Office of the Secretary of Defense and the prepared statements to be 
submitted for inclusion at the proper place in the record of the 
hearings. 
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LETTER FROM MR. ROGER KYES 


Also, on April 29 I received a letter from Roger M. Kyes, former 
Deputy Secretary of Defense, which I would like to read into the 
record, this being the first hearing. 

Roger Kyes has resigned, and as I stated, Mr. Robert Anderson 
has taken his place as Deputy Secretary. This letter is on the letter- 
head of the Deputy Secretary of Defense, dated April 29, 1954, and 
reads as follows: 

DEAR SENATOR FERGUSON: Before leaving my post as Deputy Secretary of 
Defense, I want to express my sincere appreciation to you and to the members 
of your committee for your cooperation and friendly advice during my service in 
Washington. 

Best personal regards to all— 
and is signed “Roger Kyes.” 

I knew that the members of the committee would want to know 
about that letter, I know that each member, as I do, appreciates 
the great service that Roger Kyes rendered to the United States 
while he was here for 15 months. We are sorry to lose him, but we 
know he has left his imprint on the services and on the work, and 
Secretary Anderson will carry them out and proceed further with 
them. 

Now, Dr. Hannah, we would like to hear from you first, if you 
would care to supplement your prepared statement with a résumé of it, 
or such addition: 1 information you may care to offer. 


I understand your statement is short. You may want to read it. 
Mr. Hannan. If it is agreeable, Mr. Chairman, I will insert my 


statement in the record and will then highlight it. 
Senator Frereuson. Is there anything in it that is confidential or 
secret ¢ 
Mr. Hannan. I think not. 
Senator Frrevson. Then it may be given to the press. 
(The statement referred to follows:) 


STATEMENTS OF Hon. JoHN A. HANNAH, ASSISTANT SECRETARY OF DEFENSE 
(MANPOWER AND PERSONNEL) 


Mr. Wilson, in his appearance before the committee, presented in some detail 
the new concepts underlying our revised national security program as they are 
reflected in the fiscal year 1955 budget for the Department of Defense. Admiral 
tadford, when he spoke before you gentlemen, discussed some of the military 
factors which were considered by the Joint Chiefs of Staff in arriving at a 
“Security program for the long pull,” as he so aptly described it. During the 
next 10 or 15 minutes I would like to talk to you about the military and civilian 
manpower aspects of the defense program for fiscal year 1955. 

As you are aware, the budget you are considering provides for a 17-division 
Army as compared to the 20 divisions we had during the Korean hostilities. 
Army military personnel will be reduced during fiscal year 1955 from about 
1,407,000 to 1,173,000. The Navy will have in the fleet almost as many major 
combatant ships in fiscal year 1955 as in this fiscal year—-405, as compared to 
409; but, the number of men in Navy uniforms will go down from approximately 
740,000 to 689,000. The Marines will continue to have their 3 combat ready 
divisions and 3 air wings, but they will have 10,000 fewer men. And, finally, 
the Air Force will activate 5 more wings with an increase of only 15,000 airmen 
and officers. 

The services will continue to maintain a high state of combat effectiveness 
despite the planned reduction of about 280,000 military personnel in the course 
of fiscal year 1955. This will be accomplished principally by reducing the 
numbers of those in noncombat assignments—in training, in transit, and in 
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support units. This will have the effect of increasing the proportion of those 
within the total strength who are in the operating forces—the divisions, the 
eombat ships, the air wings. No single action by the services can be pointed 
out as the reason for the increase in the percentage of men in combat forces. 
There are a number of steps being taken which reduce overhead and increase 
fighting potential. The combined result of all of them will permit the services 
to have a higher ratio of combat to noncombat personnel. I might, however. 
mention a few examples of the things the services are doing to economize in the 
use of manpower: 

One of the reasons the services will be able to put a higher percentage of 
their resources into the combat forces resulted from the directive in the fiscal 
year 1954 appropriation act, which required the services to review their T/O’s 
for the purpose of reducing the number of noncombat positions. As you know, 
the services review their T/O’s on a regular basis. The congressional directive 
focused the attention of the services on the need for more critical examination of 
the need for all of the noncombat jobs included in T/O’s. This special review 
which took place between July 1, 1952, and November 1, 1953, helped to make 
possible the elimination of 160,173 military jobs previously authorized, elimi- 
nating the need for 69,000 men and permitting the eventual reassignment of 
91,000 others from noncombat to combat jobs. The services are continuing their 
reviews of 'T/O’s, and we will etwphasize the need for further reductions in over- 
head jobs wherever possible. 

Another method being used by the services to cut down the number of overhead 
personnel is to require combat units in the United States to do more of the 
housekeeping duties—such as police and fire protection and maintenance, and 
transportation functions for the station at which they are located... Of course, 
there is a practical limit to the effective use of this kind of procedure. 

A final example of things the services are doing to save military men is to use 
more indigenous personnel in those foreign countries where we have troops. 

Now, a word about civilian employees of the Department of Defense. During 
the 14-month period between January 31, 1953, and March 31, 1954, the number 
of civilians working for the Department of Defense has been reduced 167,568 or 
over 12 percent. This was effected principally by not filling vacancies as they 
occurred and reassigning the work to those remaining on the job. 

The services are to be commended for their economies in the civilian man- 
pewer field as well as for their military personnel savings. The results of their 
efforts are demonstrated by the fact that the Department of Defense reduction 
represents about 75 percent of the total reduction in civilian personnel in the 
entire Federal Government. 

I have an idea that we are approaching the point at which it will be difficult 
to make additional sizable reductions in civilian personnel, but I can assure you 
that the Military Departments and the Office of the Secretary of Defense will 
continue their efforts to cut out nonessential civilian jobs. 

As of January 31, 1954, we had a total civilian employment in military func- 
tions of 1,141,840. On the basis of data for the fiscal year 1955 budget, the 
Military Departments are planning for a slight rise in employment in military 
functions to 1,163,721 by June 30, 1955. We will make a conscientious effort to 
hold our actual civilian employment below the budget figure during fiscal year 
1955, as we are doing this fiscal year, but the best prediction of the services at 
this time is that they will need about 22,000 more civilian employees by the end 
of fiscal year 1955. 

I would like to mention to you several manpower and personnel provisions 
of the House bill which I hope you will look with favor on changing. 

in our budget that we submitted to the Congress we asked for $250 per 
student for education ef service dependents. This was reduced by the House to 
$225. During fiscal year 1953, the services found that the actual average cost 
per student was about $245. This exceeded the appropriation of $225 and the 
additional $20 per student had to be made up by the use of nonappropriated 
funds. It seems to me that it would be well worth the relatively small increase 
in Defense funds to allow the Department’s request of $250 per student and 
thereby eliminate a source of complaints by military personnel who feel that 
they should not be required to make up these deficiencies. 

The House bill continues the requirement established in the fiscal year 1954 
act that the Secretary of Defense certify each commissary store. To my way 
of thinking, this provision is unnecessary. It will be much more palatable to 
the average serviceman if we control the commissaries administratively. The 
Department of Defense does not wish to retain any commissary that is not 
necessary to the welfare and morale of our men in uniform. The commissary 
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stores privilege has long been a recognized compensator). benefit considered in 
the establishment of military pay scales, and they should be kept in operation 
under the effective control of the Secretary of Defense. 

The House action raising the 9,000 pounds limitation on transportation of 
household effects to 11,000 pounds is assuredly a step in the right direction. 
The House report mentioned that the Armed Services Committee was studying 
this matter. We hope that the Congress will see fit to establish by permanent 
legislation weight allowances for the transportation of household effects for 
military personnel. 

Section 729 of the House bill prohibits payment of cost-of-living allowances 
(station allowances) to residents of the Territories and possessions of the 
United States who are serving in the United States Armed Forces in such 
Territories or possessions. Station allowances are established as a result of 
continuing surveys which indicate the actual cost differentials between these 
territories and possessions and the United States for subsistence and quarters. 
The cost-of-living allowances should not be construed as a bonus for merely 
serving outside the United States. Denial of such allowances to an individual 
merely because he is a resident of the territory or possession results in unwar- 
ranted discrimination against men who must purchase subsistence and/or quar- 
ters in the same market as those ordered to the Territory or possession from 
the Zone of Interior. There is, of course, no objection to that part of this 
section which precludes payment of overseas or foreign duty pay to such terri- 
torial residents; however, that part which forbids payment of cost-of-living 
allowances for subsistence and quarters to individuals serving in the Territory 
of their residence has caused an unwarranted hardship upon certain individuals, 
particularly Alaskan territorials, There are fewer than 400 Alaskans in uniform 
who are actually serving in that Territory. When I visited Alaska last fall this 
legal denial of cost-of-living allowance to Alaskan members of the Armed Forces 
was one of the principal personnel problems mentioned to me by officers and men 
of allranks. The fact of high cost of living in this area is well established, and 
as a matter of equity the prohibition of the payment of the station allowance to 
the Alaskan territorials should be removed. 

The Association of Land Grant Colleges and the American Council on Educa- 
tion have brought to my attention section 731 of the House bill. This section 
is as follows: “No part of the funds appropriated herein shall be expended for 
the support of any student in basie courses of the senior division, Reserve 
Officers’ Training Corps, who has not executed a certificate of loyalty in such 
form as shall be prescribed by the Secretary of Defense.” Both of these two 
educational organizations have suggested the insertion of the words “direct 
financial” in front of the word “support.” We, in the Department of Defense, 
have no objection to this suggested change. 

Before I close I would like to touch upon the subject of reenlistments. When I 
appeared before the House Appropriations Committee I mentioned that reenlist- 
ment rates were like college enrollment figures. It depended on what you wanted 
to prove. Some time ago we undertook to prepare a report on reenlistment rates 
which used comparable definitions and ground rules for each service. This 
report was completed a short time ago and I thought you might be interested in 
some of the more important findings. 

The reenlistment rate for enlistees has declined sharply since fiscal year 1950. 
The average rate for all four services combined was 31 percent in the first 6 
months of fiscal year 1954, contrasted with an average of 59 percent during fiscal 
year 1950. The reenlistment rate for inductees during the period July to 
December of 1953 was even lower and averaged less than 9 percent. 

The magnitude of the effect of reduced reenlistment rates is emphasized when 
we consider that the services will lose over 1 million men by expiration of 
enlistment during fiscal year 1955. 

A major factor in the recent decline in the reenlistment rate has been the 
limited extent to which the first-term enlistees who entered the service 3 to 4 
years ago are electing to continue in uniform. Recent Navy experience indicates 
an extremely low reenlistment rate—about 9 percent—for first-term separatees 
as contrasted to a high of 85 percent for Navy personnel with one or more prior 
reenlistments. 

This low reenlistment rate of first-term personnel, if continued in fiscal year 
1955, will create serious problems for the Navy and Air Force because large 
numbers of men who enlisted for the first time in the early months of the Korean 
hostilities will be eligible for return to civilian life. 

I know it is not necessary to tell you gentlemen in detail the desirability from 
an effectiveness and a dollar standpoint of having a high retention rate among 
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those men completing their terms of service. I do believe it essential that we 
face the reality that our reenlistment rate has dropped considerably since before 
Korea and that a continuation of this downward trend can have serious results. 

The solution to the problem is not simple. It can only be solved by cooperative 
efforts on ‘the part of our military and civilian leaders in the Department of 
Defense, the Members of the Congress, and the people of the country. 


MILITARY AND CIVILIAN MANPOWER 


Senator Frercuson. Please proceed, Mr. Hannah. 

Mr. Hannan. Mr. Wilson, in his appearance before the committee 
presented in some detail the new concepts underlying our revised 
national security program as they are reflected in the fiscal year 1955 
budget for the Department of Defense. 

Admiral Radford, when he spoke before you gentlemen, discussed 
some of the military factors which were considered by the Joint 
Chiefs of Staff in arriving at a “security program for the long pull”, 
as he so aptly described it. 

During the next 10 or 15 minutes I would like to talk to you about 
the military and civilian manpower aspects of the defense program for 
fiseal year 1955. 


REDUCTION IN ARMY AND NAVY PERSONNEL 


As you are aware, the budget you are considering provides for a 17 
division Army as compared to the 20 divisions we had during the 
Korean hostilities. Army personnel will be reduced during fiscal year 
1955 from about 1,407,000 to 1,173,000. 

The Navy will have in the Fleet almost as many major combatant 


ships in fiscal year 1955 as in this fiscal year, 405 as compared to 409, 
but the number of men in Navy uniforms will go down from approxi- 
mately 740,000 to 689,000. 
Senator Maysank. How can that be? How can you reduce the 
personnel in the Navy so much and have the same number of ships? 
Mr. Hannan. Through the elimination of many of the men who 
are now assigned noncombat and nonoperational assignments. 


NAVY WORK BY CONTRACT 


Senator Mayank. In other words, in these navy yards the members 
of the crews have been painting the ships, that will be, or is going to 
go to the people of the yards? 

lor instance, Mr. Secretary, I have had a lot of complaints that 
a lot of Navy work that should have been done by contract, or done 
by naval bases, was done by personnel of the Navy. This would elim- 
inate that type of people? 

Mr. Hannan. We are moving in that direction, sir. 

Senator Mayspank. I am glad to hear that. 

Mr. Hannan. The Marines will continue to have there 3 combat- 
ready divisions and 3 air wings, but they will have 10,000 fewer men. 

And, finally, the Air Force will activate 5 more wings with an in- 
crease of only 15,000 airmen and officers. 

The services will continue to maintain a high state of combat ef- 
fectiveness despite the planned reduction of about 280,000 military 
personnel in the course of fiscal year 1955. This will be accomplished 
principally by reducing the numbers of those in noncombat assign- 
ments—in training, in transit, and in supporting units. 
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This will have the effect of increasing the proportion of those within 
the total strength who are in the ope rating forces, the divisions, the 
combat ships, the air w ings. 

No single action by the services can be pointed out as the reason 
for the increase in the percentage of men in the combat forces. 

There are a number of steps being taken which reduce overhead 
and increase fighting potential. The combined. result of all of them 
will permit the services to have a higher ratio of combat to noncombat 
personnel. 

I might, however, mention a few examples of the things the serv- 
ices are doing to economize in the use of manpower : 


REDUCTION IN NONCOMBAT POSITIONS 


One of the reasons the services will be able to put a higher percent- 
age of their resources into the combat forces resulted from the direc- 
tive in the fiscal year 1954 Appropriation Act, which required the 
services to review their T/O’s for the purpose of reducing the num- 
ber of noncombat positions. 

As you know, the services review their T/O’s on a regular basis. 
The congressional directive focused the attention of the services on 
the need for more critical examination of the need for all of the non- 
combat jobs included in T/O’s. This special review which took place 
between July 1, 1952, and November 1, 1953, helped to make possible 
the elimination of 160,173 military jobs previously authorized, elim- 
inating the need for 69,000 men and permitting the eventual reassign- 
ment of 91,000 others from noncombat to combat jobs. 

The services are continuing their reviews of T/QO’s and we will em- 
phasize the need for further reductions in overhead jobs wherever 
possible. 


COMBAT UNITS TO PERFORM HOUSEKEEPING DUTIES 


Another method being used by the services to cut down the number 
of overhead personnel is to require combat units in the United States 
to do more of the housekeeping duties, such as police and fire protec- 
tion and maintenance and transportation functions for the station at 
which they are located. Of course, there is a practical limit to the 
effective use of this kind of procedure. 


USE OF NATIVE LABOR 


A final example of things the services are doing to save military 
men is to use more indigenous personnel in those foreign countries 
where we have troops. 

Now, a word about civilian employees of the Department of De- 
fense. During the 14-month period between January 31, 1953, and 
March 31, 1954, the number of civilians working for the Department 
of Defense has been reduced 167,563, or over 12 percent. This was 
effected principally by not filling vacancies as they occurred and re- 
assigning the work to those remaining on the job. 

The services are to be commended for their economies in the civilian 
manpower field as well as for their military personnel savings. The 
results of their efforts are demonstrated by the fact that the Depart- 
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ment of Defense reduction represents about 75 percent of the total 
reduction in civilian personnel in the entire Federal Government. 

I have an idea that we are approaching the point at which it will be 
difficult to make additional sizable reductions in civilian personnel, but 
I can assure you that the military departments and the Office of the 
Secretary of Defense will continue their efforts to cut out nonessential 
civilian jobs. 

TOTAL CIVILIAN EMPLOYMENT 


As of January 31, 1954, we had a total civilian employment in mili- 
tary functions of 1,141,840. On the basis of data for the fiscal year 
1955 budget, the military departments are planning for a slight rise 
in employment in military jasethons to 1,163,721 by June 30, 1955. 
We will make a conscientious effort to hold our actual civilian employ- 
ment below the budget figure during fiscal year 1955 as we are doing 
this fiscal year, but the best prediction of the services at this time is 
that they will need about 22,000 more civilian employees by end of 
fiscal year 1955. 

I would like to mention to you several manpower and personnel pro- 
visions of the House bill which I hope you will look with favor on 
changing. 

EDUCATION OF SERVICE DEPENDENTS 


In our budget that we submitted to the Congress we asked for $250 
ee student for education of service dependents. This was reduced 
xy the House to $225. 

During fiscal year 1953, the services found that the actual average 
cost per student was about $245. This exceeded the appropriation of 
$225 and the additional $20 per student had to be made up by the 
use of nonappropriated funds. 

It seems to me that it would be well worth the relatively small in- 
crease in defense funds to allow the Department’s request of $250 per 
student and thereby eliminate a source of complaints by military per- 
sonnel who feel that they should not be required to make up these 
deficiencies. 

Senator Frercuson. How do you get this deficiency from the per- 
sonnel? Do they pay it direct? 

Mr. Hannan. It has to be out of profits on operations such as rec- 
reational facilities actually paid for by the men. 

Of course, when you get the complaint is when we actually have 
to collect from the parents of the children so many dollars per head 
to make up the difference. 

Mr. Gartock. That is an average of $20, so in individual cases the 
payments can be substantially higher than that. 

Senator Fercuson. How do you operate? In each school ? 

Mr. Gartock. No, we distribute the $225 average as equitably as we 

can worldwide among the three services and if at a given location all 
we can allocate to that school is $240 per student, the Government 
yays $240. 
If the cost of that school is $270 it has to be made up either by a $30 
payment per student from the parents, or if there are nonappropriated 
funds available the commanding officer can make up ail oe part of 
the payment from that. 

Senator Fercuson. Let us take in Japan. 
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Mr. Garvock. Japan is no problem because we run the schools there. 
We have a large number of students. We can run the schools under 
4225. It is in the place where we have the smali numbers. 

Senator I‘ereuson. What about Turkey and Greece? 

Mr. Garwock. In Turkey and Greece and South American coun- 
tries where we have a comparatively small number of school-age chil- 
dren, and particularly in areas o£ we do not operate a United 
States Government school, that $225 is adequate to meet requirements. 
However, where they have to go to a private school, that is where we 
have the greatest difficulty with respect to the dollar limitation. The 
payment we make to the private school rarely covers the total cost. 

The other place where it runs short is where the school is very 
small. In Austria and places like that where we have small garrisons 
and some of the places in Germany where we have small garrisons, we 
have a school of 8 or 10 students. We just can’t run it within the 
amount of money we have. 


CIVILIAN TEACHERS 


Senator Frercuson. Do you have military teachers? 
Mr. Gartock. They are all civilians. Many of them are the wives 
of the officers and men that are stationed there. 

As a matter of fact, they help to keep down the cost. You get a 
school with eight students in it, each one with a different grade. 

Senator Frrauson. I have here a letter Senator Chavez has received 
and called to my attention, which seems to bear upon this matter. I 
will submit for the record both the letter and the Air Force reply con- 
cerning the matter: 

(The letters referred to follow :) 

APRIL 7, 1954. 
To the Honorable Senator DENNIS CHAVEz, 
Democrat, New Mexico, 
Washington, D. C. 

Dear Mr. CHAveEz: My husband is stationed with the 50th Fighter Bomber 
Wing at Hahn, Germany. We have two high-school children, a son age 14 and 
a daughter age 15. We have no high school here at Hahn and I, like a lot of 
others, am wondering why we can’t have a high school. 

We sent them to the United States Army school at Kaiserslautern until the 
end of first term but took them out to take correspondence through the Berlin 
American School, United States Army, Berlin, Germany. I am not the only 
mother who felt that the children are too young to be that far from home and 
under those conditions. There are five families who have taken their children 
out. I donot want my daughter around that environment or my son either. The 
food was bad. 

Not only that, Mr. Chavez, it cost us at least $75 a month to send them and, 
on my husband’s pay, that is a lot. They came home Friday night, sometimes 
very late because of fog or snowstorms, and left here Sunday around 3:30 p. m, 
in cold big buses and most of the time without heaters, over icy roads which are 
narrow and winding. It was almost unbearable to see them get on those buses 
and to have to worry whether they would make it home on Friday without an 
accident. Kaiserslautern is about 65 miles from our base here at Hahn and it 
took around 3% to 4 hours in fair weather. 

It is taking a lot of time and lots of work to get anything out of correspondence 
and I know that they can’t take correspondence again this next year. My 
daughter will be a junior and my son a sophomore; won’t you please help us, Mr. 
Chavez? 

I taught school 5 years in the State of New Mexico and would like very much 
to teach again here but that is impossible since I do not have my degree by a 
few hours. However, if I were a teacher I would be on the job. I have a little 
5-year-old girl who is in kindergarten, and I have to get her up early for 
school and she is sent home several days out of the months because the teacher is 
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sick. It seems to me that with the number of teachers here on the base, there 
could certainly be a substitute. 

I was born and raised at Clovis, N. Mex., and I for one am proud of it, sand 
and all. Hahn Airbase is set off in the woods. Here at our post exchange we 
get all second-class materials, ready to wear and only a few sizes of each. 
Other PX’s that we have been able to visit have had a wide selection that Ameri- 
cans are used to. I realize that this base is quite new, but we should be able 
to have good quality of what we can get. 

Sincerely, 


APRIL 27, 1954. 


Memorandum for Brig. Gen. Robert S. Moore, OSD. 
Subject: Congressional Inquiry—Conditions at Hahn, Germany. 


1. Reference is made to your memorandum of April 21, 1954, concerning a 
request for Mr. Gordon Nease, Senate Committee on Appropriations, for infor 
mation concerning conditions at Hahn, Germany. 

2. The Department of the Army currently is responsible for the operation of 
dependents’ schools in Germany. The following information has been supplied 
by that Department: 

“It is the policy of the Department of the Army that no high school will be 
established unless a minimum enrollment of 40 eligible dependents is assured. 
This is necessary because all Army-operated high schools are accredited by the 
North Central Association of Colleges and Secondary Schools, and it is not 
economically feasible to operate an accredited high school with an enrollment of 
iess than 40 pupils. An examination of current enrollment statistics for the 
Hahn Elementary School indicates that in all probability there are not 40 eligi 
ble dependents of high-school age residing in that area. It is, therefore, neces 
sary to utilize either the dormitory high school or the home-study course in 
order to provide educational facilities for these children. In this instance it 
appears that the correspondent must necessarily select the plan that is most 
satisfactory. 

“With reference tc the provision of teachers for the kindergartens, these 
classes are financed through the use of other than appropriated funds, and it 
is probable that there is not sufficient money to hire substitute teachers on « 
standby basis. Also, in isolated areas of this sort, difficulty would necessaril) 
be experienced in obtaining substitute teachers without advance warning. Since 
these kindergarten classes are actually operated as an extra service to the 
parents, it is not believed that the school authorities should be criticized for 
oceasional inconveniences which may occur. 

“The cost of $75 a month referred to covers transportation expenses, sub- 
sistence charges for meals consumed during the week, and laundry fees. Since 
no appropriated funds are available to cover the above expenses, they must be 
borne by the parent. The University of Nebraska course, which is approved by 
leading educational authorities, is available where dormitory school costs are 
considered too high. 

“The Department of the Army feels certain that the commander in chief. 
United States Army, Europe, is currently making the best possible provision for 
schooling of children at Hahn, Germany, considering current enrollments and 
availability of funds.” 

3. The European exchange system formerly operated on the theory of not 
completely stocking children’s clothing where satisfactory (as to price and 
quality) items were available from local sources. However, as a result of the 
expressed desires of parents for American-type clothing, this policy recently has 
been changed and all PX’s in the area are expanding their stocks. However, 
when the population to be served is small as at Hahn, it is uneconomical and 
impractical to carry a complete stock, especially when larger PX’s are available 
within a reasonable distance. 

4. In view of the expressed desire of Senator Chavez for an early reply. 
this reply has been based on information available at this headquarters. If 
additional information is desired, it will be necessary to obtain a report from 
the overseas command. 

MANUEL J. ASENSIO, 
Major General, United States Air Force, 
Director of Budget, 
DCS/Comptroller 
(For the Chief of Staff). 
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Senator Fercuson. Let me read a statement pertaining to schools 
in the Panama Canal Zone. We have this statement here: 

However, in order to stay within the $230 average for non-service-operated 
schools on a navywide basis, the Secretary of the Navy has authorized the pay- 
ment of school costs at an average of $257.50 to students of grades 1 through 6 
and an average of $282.50 per student of grades 7 to 12 for the 655 children of 
Navy personnel attending the Canal Zone school during the year 1953 and 1954. 

Who would make up that difference ¢ 

Mr. Garvock. You said that is the amount that is being paid? 

Senator Frrauson. Yes. 

Mr. Gartock. The limitation runs to $225 average. There is no 
individual average. What we have to do at the beginning of each 
year—as a matter of fact, we are doing it now for next year—we are 
getting in all of the anticipated requirements. Then we find out the 
total bill will reflect an average of $250. We then have to pare down 
the allowance clear across the board so that everyone shares that 
reduction. 

HOUSE VIEWS 


Senator Frercuson. What does the House have in mind? 

Mr. GarRLockK, $225, 

Senator Frreuson. The House seems to indicate that they believe 
that if you average it all out it ought to be done for $225. 

Mr. Gartock. [ don’t think that is the House position. I think the 
House position is that we ought to pay the difference and that is a 
point on which we do not agree. They don’t disagree with our figures 


that it is costing more than $225. 

Senator Frrcuson. They say that the people who send their children 
to school should pay the difference ? 

Mr, Gartock. Yes. As far as I know, there has never been any 
contention that the schools are too high priced. They have suggested 
that we try to avoid sending officers with children to places where there 
aren’t any schools. 

Senator Frreuson. Are you trying to do that? 

Mr. Gartock. We are trying to, but there are so many other factors 
involved in the selection of appropriate officers for attaché assign- 
ments, and things like that, that it is extremely difficult to accomplish 
that. 

Senator Frerevson. What is being done to get those without 
children ¢ 

Mr, Garvock. That is put in the system as a directive to the selection 
of officers, for those areas where there is a small number of military 
personnel, to try to avoid sending people with children. 


MILITARY ATTACHES 


Senator Ture. Might I get a clear understanding of what you meant 
by an attaché. An attac hé would indicate to me they would be in an 
embassy, would they not ¢ 

Mr. Gartock. Yes. 

Senator Tuyr. And if they are in an embassy, then you have a 
simple esien in this that you have only one military attaché 
to an embassy, do you not? 

Mr. Hannan. We have more than one attaché at most embassies. 
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Senator Ture. I was assuming that you would have one military 
attaché at an embassy. 

Mr. Hannan. The policy has been to have one representing each 
of the services and in those areas where the military has a particular 
interest we sometimes have more than that. 

There has been a good deal of criticism raised by Members of the 
Congress and others that there was a waste of manpower in the assign- 
ment of military attachés. 

We have been making a very determined effort and have made 
substantial progress in the reduction of military attachés. 

Senator F'rrcuson. Senator Ellender wanted to be present when we 
covered the military attachés. He can look over the record and if he 
wants more, you can cover it again. 

Senator Torr. My only request would be that we be furnished, if 
it is not classified, what places you have these military attachés at, 
how many you have stationed there-—— 

Mr. Hannan. We will be glad to furnish that. We have just com- 
pleted a study. 

Senator Ture. That is the only question that I have, Mr. Chairman. 

Mr. Hannan. We will furnish that for the record. 

(The information referred to follows :) 


Distribution of attachés and assistant atiachés by service and location, April 1954 


| Attachés and assistant Attachés and assistant 
attachés attachés 


Country ——- a Country ee Se 
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| Army | Navy | i] Army | Navy | Force 


Afghanistan -. .- 
Argentina.... 
Australia... 
Belgium - 
Brazil... 
Burma... 
Canada. 
Ceylon.... 
Chile. . 

China (Formosa) - . 
Colombia..... 
Cuba 
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: Korea.... ‘ 
| Lebanon........- 
Libya.... 
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Netherlands _. 
New Zealand. _-_- 
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Crechoslovakia. . Pakistan 
Denmark Peru 
Dominican Republic... | : || Philippine Republic 
Ecuador - | || Poland 
Egypt Portugal 
FE] Salvador... | Rumania... 2 
England Saudi Arabia... 
Ethiopia. Singapore 
Finland... | : Spain 
France... 5 5 | 7 || Sweden ; 
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Germany. | | Syria. _- 
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It is likely that the number currently assigned is somewhat less in view of 
continuing efforts to reduce the number of personnel in the attaché system. 
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As indicated in the May 7, 1954, report submitted by the Deputy Secretary of 
Defense to Senator Styles Bridges, chairman, Committee on Appropriations, 
measures are being taken to accomplish a reduction of United States personnel 
strength allocated to the attaché system by 19 percent from July 1, 1953, figures. 


EFFECT ON MORALE 


Mr. Hannan. I would like to comment on this question of educa- 
tion of dependents that we are talking about. My specific interest is 
in the effect on morale caused by the required collections for schooling 
from the military personnel. I am going to mention in a minute or 
two our interest in obtaining more reenlistments. 

There are a number of little things, no one in itself particularly 
me rages but in the aggregate they contribute very materially to 
making the military service unattractive. This is one of the places 
where there is not much money involved but the reduction has a very 
bad morale effect. What is the dollar cost? 

Mr. Gartock. I am sorry, I don’t have that. 

Mr. Hannan. Shall I proceed? 

Senator Frereuson. Yes. 


COMMISSARY STORES 


Mr. Hannan. The House bill continues the requirement established 
in the fiscal year 1954 act that the Secretary of Defense certify each 
commissary store. To my way of thinking this provision is unneces- 
sary. It will be much more palatable to the av erage serviceman if 
we control the commissaries administratively. 

The Department of Defense does not wish to retain any commissary 
that is not necessary to the welfare and morale of our men in uniform. 
The commissary store privilege has long been a recognized compen- 
satory benefit considered in the establishment of military pay scales, 
and they should be kept in operation under the effective control of 
the Secretary of Defense. 

Senator Maypanx. I am in accord with your statement insofar as 
the commissaries are concerned, but was it very difficult for the Sec- 
retary todothat? You said it was unnecessary. 

Mr. Hannan. No; it is not difficult. It has been done and we 
can continue to do it. The fact that the Congress continues to criti- 
cize commissaries and PX’s is another one of those items that affects 
detrimentally the morale of the men in the services. 

Senator Maypanx. I was wondering why the Secretary could not 
keep on doing it. 


TRANSPORTATION OF HOUSEHOLD EFFECTS 


Mr. Hannan. We are prepared to do it. It is a morale factor I 
am thinking about. 

The House action raising the 9,000-pound limitation on transpor- 
tation of household effects to 11,000 pounds is assuredly a step in 
the right direction. The House report mentioned that the Armed 
Services Committee was studying this matter. We hope that the 
Congress will see fit to establish by permanent legislation weight al- 
lowances for the transportation of household effects for military 
personnel. 
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STATION ALLOWANCES 


Section 729 of the House bill prohibits payment of cost-of-living 
allowances—station allowat ces—to residents of the Territories and 
possessions of the United States, who are serving in the United States 
Armed Forces in such Territories or possessions, 

Station allowances are established as a result of continuing surveys 
which indicate the actual cost differentials between these Territories 
and possessions and the United States for subsistence and quarters. 
The cost-of-living allowances should not be construed as a bonus for 
merely serving outside the United States, 

Denial of such allowances to an individual merely because he is a 
resident of the Territory or possession results in unwarranted dis- 
crimination against men’ who must purchase subsistence and/or quar- 
ters in the same market. as those ordered to the Territory or possession 
from the Zone of Interior. 

There is, of course, no objection to that part of this section which 
precludes payment of overseas or foreign-duty pay to such Territorial 
residents. However, that part which forbids payment of cost-of- 
living allowances for subsistence and quarters to individuals serving 
in the Territory of their residence has caused an unwarranted hard- 
ship upon certain indiy iduals, particularly Alaskan territorials, 
There are fewer than 400 Alaskans in uniform who are actually 
serving in that Territory. 


HARDSHIP ON ALASKANS 


When I visited Alaska last fall this legal denial of cost-of-living 
allowance to Alaskan members of the Armed Forces was one of the 
principal personnel problems mentioned to me by officers and men of 
all ranks. 

The fact of high cost of living in this area is well established, and 
as a matter of equity the prohibition of the payment of the station 
allowance to the Alaskan territorials should be removed. 

I would like to comment beyond that. The Alaskan whose home 
is in Ketchikan and who is dra fted or enlisted in the Army and sub- 
sequently serves in Fairbanks is a thousand miles from home. He 
has to pay the same rent and his groceries cost just as much as though 
he came from the District of Columbia. 

As a matter of equity, of course we should treat the Puerto Ricans 
and Alaskans alike, but actually the discrimination occurs particu- 
larly in Alaska, 

Senator Ture. The cost of living in Puerto Rico would not be 
nearly so high as in Alaska? 

Mr. Hannan. That is right. 

Senator Tryr. Therefore. the two should not be considered in a 
similar manner. 

Mr. Gartock. There would be different allowances in each area. 
What we would like to have is the same allowance for a man regard- 
less of his residence, if he is away from home and having to buy 
shelter and food and thus have all of the men on the same basis, 

Senator Tarr. Do you contend it costs just the same in Puerto 
Rico for a soldier with his dependents as it would in Alaska ? 

Mr. Gartock. No. 
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Senator Tuyr. Then I do not understand you when you say you 
should treat them all the same. 

Mr. Gartock. All those in Alaska should be treated alike whether 
they are from the District of Columia or whether they are from 
Alaska. All of those in Puerto Rico should be treated alike whether 
they are from the District of Columbia, one of the States, or from 
Puerto Rico. 

Senator Tuyr. That I would concur in, 

Mr. Garvock. At the present time we are prohibited from paying 
the station allowance and the provision proposed by the House would 
prohibit us from paying living allowances to the man who is living in 
Alaska and is drafted in service, or volunteers for the service. When 
this man in Alaska comes into the service and is on duty in Alaska 
he will not receive the same payment as other men in the same grade 
and rating there because he is denied the station allowance although he 
has to rent a house. As Dr. Hannah says, it is very easy to get a 
thousand miles from home and still be in Alaska. 

He is not allowed the same for rental quarters as someone who went 
up there from the State of Washington. 

Mr. Hannan. It is practically impossible for the Alaskan to main- 
tain his family at his station even though the distance from his home 
may be a thousand miles or more. Of course, it puts the Alaskan 
territorial in a very unfavorable position as compared with other 
members of the same units in which he serves. 

The point that Senator Thye is raising is whether or not the allow- 
ance is the same in Alaska or Puerto Ric - It differs in each territory. 

Senator Tuyr. That is the question I did not get a clear under- 
standing on. That is the reason I asked the question. 

But I would agree with you that if a boy had enlisted in Alaska 
Territory and he is and could be eight or nine hundred miles away 
from his home, that he would have the same identical problem in 
establishing his family at a campsite as the boy that came from the 
District. 

The only difference would be that the families would be acclimated 
to that climatic condition which the District family would not. 

Mr. Hannan. I was up there last fall. An Air Force sergeant 
came to see me. He had served in Alaska and he liked it. His 
home was in the United States. He enlisted originally from the 
United States. He decided when he got out of the service he would 
stay in Alaska. 

So when he reenlisted he gave his address as Alaska. When this 
legislation became effective he lost his station allowance. He was 
going to have to send his family back to his home. 


AMOUNT INVOLVED 


Senator Ture. How much money is involved ? 

Mr. Hannan. It can run as much as $3 per day. 

Senator Tuyr. What would you guess would be the number of 
soldiers involved and what would be the round figure in dollars that 
would make the difference ? 

Mr. Hannan. There are approximately 400 Alaskans involved. 

Mr. Gartock. A maximum of $3 a day. 
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Senator Frereuson. Is there any attempt to keep Alaskans in the 
Alaska service, or are they treated the same as anybody else and 
shipped out ? 

Mr. Gartock. Treated as anybody else. To the extent you can 
get them inducted up there, enlisted up there, and keep them there, 


you are saving transportation. I don’t think there is any particular 
effort to bring them out. 


LETTER FROM GOVERNOR HEINTZLEMAN 


Senator Frrecuson. I have a letter here that I would like to put in 


the record, from Mr. Heintzleman, the Governor of Alaska, on this 
item. 


Without objection, it will be inserted into the record at this point. 
(The letter referred to follows :) 


TERRITORY OF ALASKA, 
OFFICE OF GOVERNOR, 
Juneau, March 17, 1954. 
Hon. STyLes Bripces, 
Chairman, Appropriations Committee, 
United States Senate. 


Dear SENATOR Brinces: I have been in Washington for several weeks on mat- 
ters relating to the development and welfare of the Territory of Alaska. One 
item of extreme importance to the welfare of many of our people deals with the 
provision of the Department of Defense Appropriation Act, 1954, which termi- 
nated the payment of the cost-of-living allowance to resident Alaskans who 
are members of the Armed Forces in the Territory (Public Law 179, sec. 640). 
This provision applies only to Alaska residents. Persons in the Armed Forces 
in Alaska having legal residence outside of Alaska continue to receive the 
allowance. 

The higher cost of living in Alaska is recognized (1) in private employment 
by higher rates of pay than those prevailing for similar work in the continental 
United States and (2) by a 25 percent cost-of-living allowance given to all 
workers of the civilian agencies of the Government, regardless of whether their 
place of legal residence is Alaska or elsewhere. 

Clearly, the above-mentioned provision is discriminatory. It works an unfair 
hardship upon Alsaka residents who are members of the Armed Forces and 
must have serious effects upon their morale. Their living costs are no different 
from the living costs of those who have come to Alaska from continental United 
States. It cannot be presumed that they enjoy lower house rents and lower 
charges for services of all kinds, are given reductions in grocery costs, pay less 
for medical treatment, etc. Therefore, resident Alaskans serving in the Armed 
Forces in Alaska are required to reduce their living standards and take on 
extra jobs in order to make ends meet. Other persons on similar assignments, 
with the same ratings and having the same responsibilities, received substan- 
tially higher pay due simply to the accident of the geographic location of the 
place of their induction into the services. 

This inequitable action is so unjustified that I do not think it requires fur- 
ther explanation. I feel strongly that remedial action should be taken im- 
mediately and payment of the allowance be restored retroactive to July 1, 1953. 

Sincerely yours, 
B. FranK HEINTZLEMAN, 
Governor of Alaska. 


ROTC LOYALTY CERTIFICATES 


Mr. Hannan. The Association of Land Grant Colleges and the 
American Council on Education have brought to my attention section 
731 of the House bill. This section is as follows: 

No part of the funds appropriated herein shall be expended for the support 
of any student in basic courses of the senior division, Reserve Officers’ Training 


Corps, who has not executed a certificate of loyalty in such form as shall be 
prescribed by the Secretary of Defense. 
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Both of these two educational organizations have suggested the in- 
sertion of the words “direct financial” in front of the word “support.” 
We in the Department of Defense have no objection to this suggested 
change. 

The reason for that is to take care of the institutions where they 
require ROTC. There is no objection whatever over what the House 
had in mind. It would simplify the matter for the operation of the 
colleges and universities, however, if this change were to be made. 

They are referring only to the basic required ROTC and not to the 
officer training in the last 2 years. 

Senator Frrcuson. On that item, as it reads now, suppose one or 
two students would fail to file the affidavit, would it mean that there 
would be a reduction of that amount and that students could not pro- 
ceed, or do you think that the language would be sufficient to stop the 
whole school ? 

PROBLEM OF NONCITIZENS 


Mr. Hannan. No, what the educators are concerned with is the in- 
stitutions that require participation in ROTC. They are not con- 
cerned with the boy who won’t file the loyalty oath. They are con- 
cerned with some noncitizens. There are some Canadian students. 
There are sometimes men who intend to become citizens of the United 
States who have come in here with their parents and have not yet 
acquired citizenship. 

The policy has been that where the institution requires ROTC the 
Army would permit these men, if the institution requested it, to par- 
ticipate in the basic course during the first 2 years. This is the com- 
pulsory portion. 

Of course, when it comes time to sign up for the advanced officer 
training, they are precluded from going on. The institutions would 
like to save that option so they might be permitted to continue to re- 
quire compulsory ROTC from all of their students. 

Maybe they are needlessly concerned about it. This is a matter 
not raised by the Department of Defense, but by these educational 
institutions. 

Senator Frrcuson. Do you think the wording is all right now? 

Mr. Hannan. I think my recommendation would be to take their 
recommendation and put in the “direct financial support.” 

Senator Fercuson. How does it read now ? 

Mr. Hannau. It reads “support,” sir : 

No part of the fund appropriated herein shall be expended for the support 
of any student in basic course. 

They want to write in— 
shall be expended for the direct financial support of any student. 


You see, there is no cost to the Government involved in this matter. 
We furnish the officer personnel that does the teaching. 

The question is whether you have 10 students in the class, or 11, 
or 19 or 20. 

Senator Henprickson. Doctor, there could not be any indirect fi- 
nancial support under this program. 

Mr. Hannan. Yes, of course you could say you have officer X who 
is teaching the course. You might divide his time in the number of 
students with which he was involved and theoretically one-twentieth 
or one-fortieth of the cost is due to this additional student. 
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Actually, you have the same officer and you go through the same 
motions regardless of the student involved. 

Mr. Gaxtock. He may use certain equipment, for example rifles. 
We still have the rifle, he does not wear it out, but he does use it and 
there is that question on the indirect cost, too. 

Senator Fercuson. What do you say about the word “direct” ? 

Mr. Garvock. I think that the proposal by land-grant colleges to 
amend the language would be desirable. I am quite sure they are not 
trying to exempt anyone who will not sign the oath, but those colleges 
who have the compulsory requirement for ROTC and who have 
foreign students do have a problem that this revised language would 
solve and not void the intent of the House. 

I think Dr. Hannah would agree that any regulation of the Secre 
tary of Defense would be such as to prevent anybody just avoiding 
the intent of the House-inserted language. 


COMPULSORY ROTC TRAINING 


Mr. Hannan. I was going to use this as an example. All through 
the years there have been some parents who object to having their 
sons participate in ROTC, sometimes for religious or other reasons. 

Of course, in my institution, as in all land-grant colleges, ROTC 
is compulsory. I tell the parents there is no compulsion about their 
son attending Michigan State College, but if he comes here he will 
take ROTC. If you don’t want him to take ROTC he should go 
somewhere else. 

What we are going to be up against, if this wording is interpreted 
as it could be, is that we would have a boy who comes over from 
Canada, who would have to be excused, or so it is inferred. The 
educators are afraid this would excuse him because obviously he 
will not take a local oath of allegiance to the United States. 

As president of the Michigan State College, you would have a 
protester from Detroit come up and say, in effect, “Joe Doakes, from 
Windsor, here, you don’t make him take ROTC, and I don’t want 
my boy to take it, either.” 

It is simpler for the administrator to say, “If you come here you 
take ROTC.” 

Senator Freravuson. So, I think the educators would compel all of 
them to take it. 

Mr. Hannan. We do now. We always have. 

Senator Ferguson. Those from foreign countries who are not citi- 
zens who are only here temporarily ? 

Mr. Hannan. That is what they are trying to take care of. 

Senator Tur. Or if someone had entered under a specific quota 
permit so you knew he was desiring to become a citizen, there you 
would require the oath ? 

Mr. Hannan. That is right. 


FOREIGN EXCHANGE PROGRAM STUDENTS 


Senator Tuyr. It would only be a foreign student here under the 
exchange program and knowing that he was intending to leave when 
he had ‘completed that college. 


Mr. Hannan. Language that will satisfy the educators. 
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Senator Maysank. Why do that? ROTC land-grant college stu- 
dents have been running very well. I would not change it at all if 
you left it to me. 

' Mr. Hannan. The House has changed it, you see, 

Senator Mayank. I see they have. I wondered what your judg- 
ment was. 

Mr. Hannan. We would rather not have it at all. 

Senator Maypanx. I agree with you not to change it. 

Mr. Hannan. But if we are going to have it, we would like to have 
this revision. 

Senator Maysank. You will have the confusion of people coming 
in from different countries. As you say, some of them do not. believe 
in military training and some of them ‘do not believe in those things. 
They see one person is exempted because it is a House law then they 
want theirs exempted. 

Senator Frrevson. You could put a provision in here that would 
exempt our foreign students. 

Mr. Hannan. You mean that would permit the inclusion under the 
compulsory basic phase of it? 

Senator Frerauson. Yes. 

Senator Maynank. Why not let the students go to some other school. 
In Clemson if you are asked to exempt one person you are going to be 
asked to exempt a hundred before you are through with it. 

Mr. Hannan. It might not be true today, but there are periods be- 
tween wars when there is a great effort to get out of compulsory ROTC. 

Senator Maysank. That is one reason for the land-grant colleges. 

Senator Tuyr. Mr. Chairman, I unfortunately am myself in this 
predicament, that I have to go to another committee around 11 o’clock 
when certain witnesses are around that I had agreed to be with. 
Therefore, may I ask this one question 

Senator Frereuson. Certainly. 

Senator Tryr. When do you intend to take up the manpower ques- 
tion at these hearings? I notice that in the opening statement you say 
that is to be done today. 

Senator Frrevuson. Yes. 


CALLING DEFERRED YOUTH FOR SERVICE 


Senator Tuyr. If that. is to be done may I ask one or two questions 
at this point so if I have to leave this hearing at 11, then I could 
have touched on the question. 

The question is: Is there a review as to what the Defense Depart- 
ment. will do with this selective-service question where the Adminis- 
strator of Selective Service is today advising the selective-service ad- 
ministrators in States to call into military training deferred youth, 
youth that have been deferred for reasons duri ing the past 2 or 3 years, 
nut. who are now approaching the age of 25, 26, “and thereabouts, and 
many of them have received notice that they are to be inducted in this 
valendar year? 

Some of those are businessmen that have acquired businesses of 
their own. They are now with dependents. They have families. 
There are others that were deferred and they are farm managers and 
farm owners and farm operators. 


44991—54——__8 
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They can be in three categories. They can be a renter with per- 
sonal en or they can be owning a farm, which includes real 
estate and personal property, and they have now their dependents, 
one or more children. 

I am just wondering what we are going to do. I know of four that 
have been called and classified in I-A, and they have been deferred 
until October. 

Then the selective service in the States says they must then be called 
in. 

Now, if they have dependents, you are entering upon a heavier fi- 
nancial burden of taking care of their dependents. 


PROBLEMS FOR SELECTIVE SERVICE SYSTEM 


Mr. Hannan. Senator, as you know, the Defense Department makes 
a requisition each month on the Selective Service System for the num- 
ber of men that we want delivered 6 weeks or so in the future. That is, 
this coming week we will issue the requisition for the month of July. 
It becomes the problem of Selective Service to produce that number 
of men. 

We have nothing whatever to do with Selective Service policies. 
That is the way it has been set up. It has been set up separately—and 
very properly—from the Defense Department. 

I think, however, that the Selective Service System feels they have 
no alternative but to enforce their regulations equitably, that there 
is an equal obligation on the part of all young men to serve, and they 
are particularly concerned with the young men who have been de- 
ferred to go to school. 

As the deferments expire or they finish their education, the boards 
have been calling them in. 

Senator Tuyr. Dr. Hannah, I would agree that each and every 
youth has an equal responsibility and obligation. 

However, you cannot make use of every youth that reaches the age 
of 1814 years and induct him if he is physically fit and make use of 
his services, because you do not have need for that number of men. 

So you will make that selection. There will be some that are called 
and some that will not be called. There will be some that are called 
and classified in a different status than that of I-A. 

Then he will be deferred for 3 years. Then when you pick him up 
again and classify him I-A, that person has a dependency and with 
that dependency comes a further governmental obligation, but there 
is this uncertainty across the countryside as to “When will I have to 
go into the service; will I have to serve, or will I be one whom the 
Government will never call?” 

Now, I do not know the answer. That is the reason I bring this 
question up here to those of you who represent the Defense Depart- 
ment, because you are not going to reach every young man who reaches 
the age of 181, in his life. 

Mr. Hannan. The answer is this: If the armed services had re- 
mained at 314 million men as they were a year ago, if that had been 
projected from now until 1960, there was a question of whether we 
were going to have enough men if we called them all, whether we 
could maintain forces of 314 million continuously from now until 
1960. 
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AVAILABLE MANPOWER POOL 


The facts are these: The men who are now coming 18 years of age 
were born during that period when we were in a depression and 
families were small. This year there are about 1,100,000 young men 
turning 181%. About 22 percent of them will be rejected either for 
physical deficiency or for mental deficiencies, or only about 850,000 
of them will be fit for military service. 

Now, to maintain an armed service of 3 million, we have to enlist, 
induct, or reenlist about a million men a year to replace those finishing 
their tours of duty. 

If we can keep the enlistment and reenlistment rate where it is, 
we will have a little increase in the available manpower pool between 
now and 1960. 

Right now there are about 600,000 men in the pool 1814 years old 
and up that meet the minimum standards for service. That will 
increase if we have a maximum of 3 million men in the services and if 
we can get half of them to enlist for 4 years, and only have to draft 
the balance. 

However, if we should find that we have to increase the number of 
men in the military above 3 million, it is going to be a tight squeeze. 

If our enlistment rate drops off, or if our reenlistment rate con- 
tinues to drop as it is dropping now, we may have to call every avail- 
able young man. 

I don’t think anyone can give you an absolute answer as to when 
the man will be called because of the unknown factors—the percentage 
of voluntary enlistments for 4 years’ service compared to the 2-year 
draft, the unknown rate of reenlistments, and the unknown fact as 
to whether the planning of a maximum military strength of 3 million 
men will stand up. 

Senator Tre. Then you have no answer to this young man who 
was deferred 4 years ago when he reached the age of 1814. He is 
married, he has dependents—in some instances, two; and he was de- 
ferred up until in the past 6 months and he was reclassified I—A, 
and he is subject to call sometime in the course of the next 2 or 3 
months. 

DEPENDENCY DEFERMENT 


Mr. Hannan. If he became a parent before the 25th of August 
1953—I believe the 25th of August; some time in August 1953—of 
course he is not callable. He is given a dependency deferment. 

Only parents who became parents after August 1953 are eligible for 
service. At that time parenthood ceased to be a substitute for mili- 
tary service. 

Whether the children either had been born or had been conceived 
prior to that date determines the state of dependency deferment. 

Snator Tuyr. But you will take them and you do not know how 
much further in the future you will continue taking that type of per- 
son. Any child born after August 25 would be a dependency ? 

Mr, Hannan. I say we will continue to take them. We will take 
them if the Selective Service System delivers them to us. 

Senator Ture. Selective Service says we will have to call them if 
the Defense Department issues an order that they need the manpower. 
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So I get the same answer from the Selective Service Director as I get 
from you this morning. 

Mr. Gartock. The selection from the pool of manpower available 
is the responsibility of the Director of Selective Service. We onl) 
make a requisition for so many thousand men in a given month. We 
don’t specify who. 

Senator Tyr. That is true, but as I say, the Selective Service Ad 
ministrator, he answers in the same manner, that it all depends on 
what the military forces ask of them. 

Mr. Chairman, I thank you. That gives me the answer. But we 
still have the problem of this dependent, of which the military is going 
to have to assume some reipounlbliity for. That may incur additional] 
expense because you are going to take some young men that do have 
families and that you are going to have to be concerned with match 
ing the soldiers’ contr ibution toward that family’s support. 

You will have quite a few of them if you are picking up these 24 
and 25-year-olds. 


POLICY OF CALLING UP FEWER OLDER MEN 


Mr. Hannan. Of course, as we move down the line there will al 
ways be some of them because there will always be some of them who 
are deferred to go to college or for agriculture. But our guess is 
that the number of them with several children will decrease. Because 
we are moving in the direction of calling fewer older men. 

Mr. Gartock. I believe, Doctor, that if you look at our records you 
will find the number with wives is not decreasing even as we go into 
the new lower limits. It seems that the pay for the soldiers in the 
lower grade, plus the dependency allowance, seems to be adequate 
to support a fairly high margin rate. So we have not dropped off in 
the number of people ‘drawi ing dependency allowances simply because 
we have on the average moved in a younger age group. 

Senator Fereuson. T hey still have to have as many wives. 

Mr. Gartock. To start out, we drew in the Reserve and Guard 
where we had a lot of families. We thought we would come into an 
area when they went out of a lower ratio of people with dependents 
to people without dependents. It has actually gone up. 


NEW PROGRAM OF RESERVES 


Senator Frercuson. There was an annoucement out of the Pentagon 
yesterday about a new program of Reserves. I remember the last 
time you were here you gave us an indication that in April or May 
you would have something new. 

Is there something new ? 

Mr. Hannan. We hope to have this Reserve program out of the 
Pentagon and in the hands of the Office of Defense Mobilization by 
the end of the current week. 

Originally the President requested we have it the Ist of April. 
Then it was extended to the Ist of May. We are meeting this after- 
noon and have another one in the morning. We hope to finish the 
program soon. 

Senator Ferouson. Is there anything you can give the committee ! 
You see, we have to on many occasions get our information from 
what is known as leaks, 
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Mr. Hannan. I am perfectly willing to answer your questions. 
First of all, there is the conviction that there is no matter that should 
have higher priority than that of an adequate Reserve, and the con- 
viction of what we have is not good enough. 


NO MATERIAL EFFECT ON BUDGET 


Senator Frercuson. Will it affect the budget? 

Mr. Hannan. Yes, but not materially in the next fiscal year. 

Senator Frerauson. No more money will be wanted? 

Mr. Gartock. Nothing of any substantial nature. The Guard and 
Reserves might need additional drill pay money next year, but I don’t 
think we will move beyond that area. 

As a matter of fact, the Guard is going to need additional drill 
money anyway. 

Mr. Hannan. Primarily the new Reserve program is going to 
involve participation by more men completing their period of active 
duty but with reserve obligations remaining. This, in turn, may in- 
volve involuntary as well as voluntary assignment, particularly the 
Army. It is the Army that has the real problem. If we have a war, 
ihe men scheduled for call in the first months have to be in organized 
units and in some kind of drill status; they have to be trained and 
ready. 

PURCHASE OF FOREIGN VESSELS 


Senator Maypank. I am getting a lot of letters from the steel com- 
panies saying you are going to purchase a lot of foreign vessels and 
there are ‘ample shipbuilding places in the United Sts ates to take care 
of it. Ihave to answer them. 

Are there any facts as to how much money we are going to spend on 
purchasing of vessels ¢ 

Admiral Denesrinx. That probably is available, but not from me. 
I haven’t the slightest idea about that. 

Mr. Gartock. The procurement of vessels from foreign companies 
is in the military-assistance program, not in this appropriation act. 
I will provide you with an estimate of how much. 

(The information referred to follows :) 

As of December 31, 1953, under the mutual defense assistance program the 
United States had ordered from 10 foreign countries, ships valued at $252.4 


million. The following schedule lists the countries where orders were placed and 


the value: 
Value Value 
(millions (millions 
Country of dollars) Country of dollars) 


Belgium-Luxembourg-__——~~-~~- 2 acre eht Seantai th omelets 0. 02 

I tttbineeit~ eerie ere G 5.7 | Portgual : 7.8 

iremee :. ee ee =O 
.1 | Japan .6 


me 


Total ’ 252. 4 


As of the end of fiscal year 1953 orders had been placed with United States 
shipyards under the MDAP for a total value of $539.6 million. The percentage of 
MDAP funds for vessel construction from inception of program through fiscal 
year 1953 spent offshore is 30.53 percent while 69.4 percent has been spent in 
United States yards, 


(Discussion off the record.) 
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AUTOMATIC TELETYPEWRITER SWITCHING CENTERS 


STATEMENT OF HAROLD M. BOTKIN, ADVISER ON COMMUNICA- 
TIONS TO THE ASSISTANT SECRETARY OF DEFENSE, SUPPLY AND 
LOGISTICS, ACCOMPANIED BY G. DEAN GARNER, STAFF DIREC- 
TOR, COMMUNICATIONS, OASD (SUPPLY AND LOGISTICS) 


PREPARED STATEMENT 


Senater Frrevson. Mr. Botkin, do you have a chronological account 
of the development of the project for automatic switching centers?’ 

Mr. Borin. Yes. 

Senator Fercuson. Will you submit it for the record? 

Mr. Borxtn. We will be very glad to and that will be the same mate- 
rial submitted on January 27. 

Senator Fercuson. Will you submit that statement for the record ¢ 

Mr. Borin. All right. 

(The statement referred to follows :) 


AUTOMATIC TELETYPEWRITER SWITCHING EQUIPMENT 


Questions have been raised as to the need for each of the three departments to 
have automatic teletypewriter switching equipment and the degree of uniformity 
or compatibility between the types of systems planned by the departments. 

In the handling of teletypewriter messages it is the general practice to route 
all messages destined in one direction over a trunk route via the various cities 
in which the messages will terminate. Messages destined beyond the first point 
of circuit termination may be relayed by 1 of 3 methods: 

1. Electrically interconnect the two circuits for the duration of the sending 
of the message. 

2. Retype the message for transmission on the circuit beyond or the manual 
transfer of reperforator tape from one circuit to another for tape transmission. 

8. Provide adequate automatic means which would be a combination of 1 and 2. 

Plans 1 and 2 are uneconomical in the effect we use of personnel and, in addition, 
plan 1 is also uneconomical in the use of circuits. 

At the end of World War II all three departments were using a similar method 
for relaying messages, namely, “torn tape relay” under which the incoming 
message to be relayed was received on a paper tape about three-fourths of an 
inch wide with perforations which represented the letters in the message. The 
paper tape was removed from the receiving mechanisms, read to determine the 
destination of the message, hand-carried across the room to the proper trans- 
mitting mechanisms connected to an outgoing circuit to distant cities desired. 
The perforated tape fed through the mechanism automatically retransmitted 
the message, thereby eliminating the retyping of the message. This method em- 
ployed prewar equipment and was badly outdated at the close of the war as 
compared to known commercial methods then in use. 

Starting in 1946, studies were undertaken by the military departments to de- 
termine the most apporpriate means of handling the teletypewriter message relay- 
ing problem. The review indicated that then available commercial systems would 
not meet fully the military requirements. 

Following is a summary of the action taken by each of the departments: 


ARMY 


During 1946 the Signal Corps developed the known requirements for a relay 
system after a thorough study of existing commercial systems. Subsequently, 
basic specifications were developed and by 1950 eleven prospective equipment 
producers and common carriers in the telegraph field were asked to bid on a pilot 
switching center. Automatic Electric Sales Corp. of Chicago was the only bidder 
and was awarded a contract for equipment for a total of 4 switching centers each 
capable of handling 100 lines. In August 1952 the Joint Communications Elec- 
tronics Committee appointed an ad hoc group to develop joint military char- 
acteristics for automatic switching equipment. These characteristics were in- 
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corporated in the pilot installation. Tests to date indicate the pilot installation 
meets the specifications and is highly satisfactory. The equipment for 4 centers 
of 100 lines each is on order and currently scheduled for delivery as follows: 
January 1955, September 1955, January 1956, and May 1956. Five additional 
installations are planned, the last to be delivered in 1958-59. Development 
expense of about $300,000 has been incurred in obtaining the pilot installation 
and the estimated cost per 100 line switching center is about $2 million. This 
equipment is not available on a lease basis. Upon completion of this automatic 
switching center program the annual personnel savings is estimated at $1,300,000. 


NAVY 


Studies of naval communications since World War II indicated that the present 
manual torn-tape system can be replaced with automatic teletypewriter switch- 
ing equipment with substantial economies realized through reduced personnel re- 
quirements as well as a gain in overall system efficiency. After a thorough re- 
view of the available commercial systems, the. Navy felt that a then existing 
commercial system offered on a lease basis by the American Telephone & Tele- 
graph Co. would best meet their requirements and they issued on June 20, 1952, 
a letter of intent to lease such a system. In August 1952 an ad hoc group 
appointed by the JCEC developed joint military characteristics for automatic 
switching equipment. Subsequently, the letter of intent to lease the system was 
canceled, no monetary loss was involved. Revised requirements based on the 
joint overall characteristics were prepared and furnished the interested sup- 
pliers. A two-unit packaged system proposed by the American Telephone & 
Telegraph Co. was selected as the system best suited to fulfill naval requirements 
consistent with the joint military characteristics. Accordingly, a letter of intent 
to lease such a system for employment in the United States was issued on Septem- 
ber 23, 1953. Installation of five automatic switching centers in the continental 
United States is planned. Initial switching center equipment annual lease cost 
estimates were $1,310,000 based on an installed duplex line connection capacity 
of approximately 200 lines. Resurveys now in progress indicate that the equip- 
ment required and hence the lease costs can be reduced by approximately 20 
to 25 percent. It is expected that the switching system will be available in about 
2 to 3 years. Identical equipment for use overseas would probably have to be 
purchased since no supplier has indicated a willingness up to this time to lease 
switching centers of this type outside the United States. 


AIR FORCE 


Immediately following World War II the Air Force leased a commercial type 
system from the Western Union Telegraph Co. for use within the United States 
and purchased five similar centers. Two of these centers have been installed 
within the United States (1 on the east coast and 1 on the west coast) to serve 
as gateway stations connecting the overseas radio circuits to land line facilities. 
The other three purchased centers are for installation at major overseas stations. 
Another contract was negotiated with Western Union for the purchase of four 
additional centers for overseas use but was later canceled at no cost to the 
jovernment because of progress being made in the development of automatic 
switching equipment. At the time the Western Union type equipment was 
obtained, it was recognized that it failed to satisfy all of the military require- 
ments. Accordingly, action was taken to develop performance specifications for 
an automatic switching center which would satisfy the Air Force requirements. 

In August 1952 the JCEC appointed ad hoc group developed joint military 
characteristics for automatic switching equipment. The Air Force specifications 
for automatic switching equipment were revised to conform with the agreed 
joint military characteristics. These specifications have recently been circulated 
for bid to the manufacturers of automatic teletypewriter switching equipments. 
The automatic equipment will be compatible with the present Western Union 
semiautomatic equipment purchased previously. While it is the policy of the 
Air Force to lease wherever possible, it will probably be necessary as in the case 
of the other two departments for the Air Force to purchase equipment for over- 
seas use. The amount of $8,261,000 included in the Air Force fiscal year 1954 
appropriations covers 7 switching equipments for overseas use. Annual expenses 
for the lease of switching equipments have not been furnished by a supplier up 
to this time. 

SUMMARY 


The plans of the three departments as now constituted should provide each 
of them with a modern economical and efficient switching system. The systems 
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will be compatible in that a Navy message may be sent over the network of either 
or both of the other two departments and vice versa with facility. There are 
variations in the technical design of the switching centers due to a valid differ- 
ence in the three departments as to the type of system that best fits their 
particular communication requirement. It is planned to make connections at 
switching centers for the automatic interchange of traffic. However, it will not 
be possible to interchange the components of one of the switching centers of one 
department with those of another. 

Reviews will continue to be made of all military communication requirements 
consistent with the overall objective of having the communication facilities as 
economical and efficient as they can be in peacetime and still assure flexibility for 
expansion to meet mobilization needs. 


DIFFERING SERVICE SYSTEMS 


Senator Frreuson. What is there about the communications re- 
quirements of the Army, Navy, and Air Force wherein they differ 
in substance, making it necessary for each to utilize automatic tele- 
typewriter switching equipment and differing methods of obtaining 
such equipment ? 

Mr. Borkxtn. The three switching systems all perform the same 
basic function; that is, the automatic relaying of a message from one 
circuit to another as contrasted with the manual handling or the 
manual retransmitting of the message from one circuit to another. 

The Army system which has progressed the furthest is of the same 
general design as those contemplated by the other 2 services, the lat- 
ter 2 of which are not under procurement as such. 

Senator Fereuson. Then the electrical design, the piece parts that 
go into the switching system are different, at least, to some degree ¢ 

Mr. Borkrn. Basic functions are the same. When I say that the 


piece parts are different, certainly the component ute from the 


Army system as now being manufactured would not be interchange- 
able with the systems that are envisaged by the Navy and the Air 
Kk orce, 

On the other hand, they would perform the same, let us say, as 
two competitive automobiles would perform wherein their motors and 
piece parts might not necesarily be interchangeable. 

The systems as envisioned, I would like to say, are compatible in 
that the proposed Army system in city A could be connected directly 
with the proposed Navy or Air Force switching center in city B or C. 

Senator Frrcuson. That would require another changeover, would 
it not? 

Mr. Borxry. No; there would be no changeover. The initial in- 
stallations the Army are a to go ahead with their first system 
the latter part of this yea 

Senator Frereuson. It vena require some kind of transservice ? 

Mr. Borkiy. Let me make this parallel. A telephone instrument 
manufactured by producer A throughout this country of ours works 
with a telephone instrument manufactured by producers B, ©, and D. 

Electrically they are near enough alike they may be connected 
with a pair of wires and talk from one end to the other. 

To the extent that those two are alike, the switching systems are 
alike in that they may be interconnected, and it is planned they will 
be interconnected with electrical circuits between services so that a 
message originating in the Navy Department would travel over a 
leased Navy circuit to an Army switching center, automatically be 
carried over an Army circuit to an Air Force switching center, and 
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automatically be carried over the Air Force circuit to its destination 
where it might be handed to Navy personnel at that location. 


REASON FOR PURCHASE OR LEASE 


Senator Frreuson. Why does the Army purchase and the Navy 
and Air Force lease when basically their requirements in that category 
would be the same ¢ 

Mr. Borxry. I am not sure that I know all of the factors. The 
Army studied the various types of switching systems and immediately 
following World War II they envisioned plans by 1948 that they felt 
were much more advanced than any switching systems that industry 
was then producing or using. 

It was based on their 1948 concept that specifications were prepared 
and bids were asked for, so I can only assume that they felt at that 
time that the existing industry systems which were available on a 
leased basis would not meet their requirements. 

I think that the other two services perhaps shared that view since 
they were working at the same time along the same lines looking 
toward something that was more modern than the systems then 
existing. 

EQUIPMENT PRIORITIES 


Senator Frrauson. How many priorities does the Army equipment 
have ¢ 

Mr: Borxin. The Army equipment has six levels of priority. 

Senator Ferauson. How many do the Navy and the Air Force have / 

Mr. Borxin. Of course, the Navy and the Air Force have not started 
with procurement of systems, but the plans that they envision in effect 
have—let us put it this way: They have 2 levels of priority, but let 
me explain why the 2 are still alike. 

In the Army system and in the basic plans for all message handling, 
and that plan is concurred in by the NATO nations because of the 
international handling of messages, each message would in effect be 
marked with a priority number ranging from 1 to6. Priority 1 would 
never be used except for flash attack type of messages. 

Priority 2 would only be used for backup explanation of a priority 
1 message. 

Priority 3 messages would be more numerous and would be of the 
urgent type. 

Priority 4, 5, and 6 would fall in the respective categories, with 
priorities 5 and 6 being a deferred overnight delivery type of message. 

In this Army system all six categories are separated electrically, 
thus providing an electrical sorting arrangement. 

The concept of the Air Force and Navy is that there would be only 
two levels of priority. Any messages in categories 1, 2, 3, would 
cause alarms to operate, and would be handled instantly at the ex- 
pense of categories 4, 5, and 6. 

The speed of service contemplated in the Navy and the Air Force 
system provides for about the same delivery time of messages in the 
categories 4, 5, and 6 and, therefore, they felt that electrical sorting of 
messages was not necessary. 


DIFFERENCES IN REQUIREMENTS 


Senator Fercuson. Then there are basic differences in requirements 
between the services ? 
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Mr. Borxry. For the switching systems the basic requirement is the 
same, namely, automatically retransmit the message from one cir- 
cuit to another in place of the present manual methods of receiving 
the message on one teletypewriter, hand carrying it across the room 
to another teletypwriter to be sent on another circuit. 

Senator Frercuson. If the basic requirements are the same do you 
not need different equipment, do you ? 

Mr. Borxrn. It seems to me that that would relate to the question 
of a single supplier against several suppliers, and also the question 
as to who is going to bid or be willing to bid on specifications prepared 
by one or more of the services. 


COMPATIBILITY WITH CIVILIAN FQUIPMENT 


Senator Fercuson. Are the military systems in procurement, con- 
templated by the three services, compatible with the existing civilian 
equipment ¢ 

Mr. Borxtn. Yes, they would be compatible with the public system 
provided by the same supplier. That is, if the Air Force system is 
procured from Western Union, it is my belief that it would be com- 
patible with Western Union’s public system. 

Senator Frrcuson. In order that the record may be clear, will you 
give the committee your name and your connection with this problem ? 

Mr. Borxry. I am Harold M. Botkin, with the long lines depart- 
ment of the American Telephone & Telegraph Co. in the capacity 
of assistant director of operations. 

At the request of the Department of Defense I left my industry as- 
signment and accepted the position of adviser on communications to 
the Department of Defense, Assistant Secretary (supply and logis- 
tics), on November 1, 1953. 

Senator Fercuson. As a result of your work since November 1, 
have you found indication or evidence of unwarranted duplication 
between the three services with respect to automatic switching 
centers ¢ 

Mr. Borxtn. No, I have not, if you will take into account the con- 
ditions under which the present arrangements were procured. 

I mean by that much of the facilities are of a prewar type, some 
procured secondhand during World War II, other obtained in crash 
buying periods such as that immediately before Korea. 

The bulk of the facilities in service today are effectively loaded. 

Senator Frerauson. First, Mr. Botkin, are you still a consultant in 
the Office of the Secretary of Defense? 

Mr. Borxin. Yes, I am. 


STATUS OF PROCUREMENTS 


Senator Ferauson. What is the present status of the procurements 
and other actions with respect to these switching centers ? 

Mr. Borxrn. Four switching centers for the Army are in the process 
of manufacture and will be delivered late in 1954, early 1955, for 
which appropriations have been made. 

Five additional switching centers required to supplement the Army 
system were included in the 1955 appropriations and were subse- 
quently removed. 

Senator Frercuson. Is there money in the present bill? 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 121 


Mr. Born. No, there is not. The Navy system is under develop- 
ment by the telephone company to be furnished on a lease, and will 
be available in the next few years. 

The Air Force submitted specifications to the various suppliers 
during December 1953, and I understand that bids have recently 
been received. 

The Air Force is anxious to award the contract as soon as the 
question of switching systems can be settled. 

Senator Frrcuson. Do you have anything further that you want 
to say to the committee ¢ 

Mr. Borxtn. Only this, that I think it is most desirable that we 
move in rapidly and make sure that the three services do have auto- 
matic peeing systems to put them in a position to handle the neces- 
sary traffic and save the manpower that is now required to handle 
the traffic on a manual basis. 

The three military departments are far behind industry in this 
respect. 

SAVINGS IN MANPOWER 


Senator Fercuson. Can you give the committee any indication of 
the magnitude of the manpower savings that might be had, and 
whether or not they would exceed over the long term the cost of the 
equipment ? 

Mr. Borxin. Yes, for a typical switching center involving 100 lines 
the current investment is in the order of $500,000 and the operation and 
maintenance costs are approximately $450,000 annually. 

Senator Frercuson. $500,000 is equipment cost. 

Mr. Borxrn. Investment; yes, sir. For the proposed Army system 
the investment in a typical switching center to replace the manual cen- 
ter just mentioned would be $1,700,000 and the total operation and 
maintenance cost would be about $335,000 annually, or an annual sav- 
ings of about $115,000. 


SHORTAGE OF MANPOWER IN AN EMERGENCY 


To me the savings of people is equally important with the savings 
of money because I feel certain that with the present complex elec- 
tronic gear that we have, that in any period of mobilization there will 
be a serious shortage of competent manpower. The number of people 
involved in a center of this type under present methods is in the neigh- 
borhood of 130 and would be reduced from that to about 80, about a 
40-percent savings. 

Senator Frrcuson. Who are the gentlemen who accompany you? 

Mr. Borxrn. Mr. Garner, Mr. Smith, Mr. Ryther, and Mr. Larkin, 
all representatives of the Defense Department. 

Senator Ferauson. Mr. Garner, you are the staff director for com- 
munications in the Department of Defense. 

Mr. Garner. Department of Defense (supply and logistics). 

Senator Ferauson. Do you have anything further to add to this 
discussion ? 

Mr. Garner. No, sir. 

Senator Fercuson. Thank you very much, gentlemen. 

We will be in adjournment. 

(Thereupon, at 12 noon, Tuesday, May 11, 1954, the subcommittee 
recessed, to reconvene at 10 a. m., Wednesday, May 12, 1954.) 
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WEDNESDAY, MAY 12, 1954 


Untrep Strates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Homer Ferguson (chairman of the subcommittee) 
presiding. 
Present: Senators Ferguson, Knowland, Hayden, and Maybank. 


DEPARTMENT OF DEFENSE 
OFFICE OF THE SECRETARY AND INTERSERVICE ACTIVITIES 


STATEMENT OF HON. JOHN A. HANNAH, ASSISTANT SECRETARY 
OF DEFENSE (MANPOWER AND PERSONNEL) 


REENLISTMENT RATES 


Sennicr Frereuson. The committee will come to order. 

I do not believe you had an opportunity to complete your statement 
yesterday, Mr. Hannah. Will you please proceed at this time? 

Mr. Hannan. I would like to touch upon the subject of reenlist- 
ments. When I appeared before the House Appropriations Com- 
mittee, I mentioned that reenlistments rates were like college enroll- 
ment figures. It depended on what you wanted to prove. 

Some time ago we undertook to prepare a report on reenlistment 
rates, which used comparable definitions and ground rules for each 
service. This report was completed a short time ago and I thought 
you might be interested in some of the more important. findings. 

The anaes rate for enlistees has declined sharply since fiscal 
year 1950. The average rate for all four services combined was 31 
percent. in | the first 6 months of fiscal year 1954, contrasted with an 
average of 59 percent during fiscal year 1950. The reenlistment rate 
for inductees during the period July to December of 1953 was even 
lower and averaged less than 9 percent. 

The magnitude of the effect of reduced reenlistment rates is em- 
phasized when we consider that the services will lose over 1 million 
men by expiration of term of service during fiscal year 1955. 

A major factor in the recent decline in the reenlistment rate has 
been the limited extent to which the first-term enlistees who entered 
the arene 3 to 4 years ago are electing to continue in uniform. 

Recent Navy experience indicates an extremely low reenlistment 
rate, about 9 percent, for first-term separatees as contrasted to a high 
of 85 percent for Navy personnel with 1 or more prior reenlistments. 
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FIRST-TERM PERSONNEL 


This low reenlistment rate of first-term personnel, if continued in 
fiscal year 1955, will create serious problems for the Navy and Air 
Forces because large numbers of men who enlisted for the first time 
in the early months of the Korean hostilities will be eligible for return 
to civilian life. 

I know it is not necessary to tell you gentlemen in detail the desir- 
ability from an effectiveness and a dollar standpoint of having a high 
retention rate among those men completing their terms of service. 

I do believe it essential that we face reality that our reenlistment 
rate has dropped considerably since before Korea and that a continua- 
tion of this downward trend can have serious results. 

The solution to the problem is not simple. It can only be solved 
by cooperative efforts on the part of our military and civilian leaders 
in the Department of Defense, the Members of the Congress, and the 
people of the country. 

Senator Maypanx. You said that it only can be with cooperation 
of the military leaders, and so forth. Is there any plan under way? 


VOLUNTEER ENLISTMENTS 


Mr. Hannan. Yes; we have a number of pieces of legislation. 

Senator Mayranx. I imagine a lot of them enlisted rather than be 
drafted. 

Mr. Hannan. That is true. A great many voluntary enlistments 
since Korea are voluntary only in that the men preferred enlisting to 
being drafted. 

Senator Maysank. Will not that have some effect on volunteers if 
you are going to have to draft all the people that Senator Thiye was 
talking Scat yesterday ? 

General Hershey said he would have to take about a million. 

Mr. Hannan. In fiscal year 1955 we have to have about 350,000 
volunteers for first enlistment, about 300,000 draftees, and then a 
considerable number of reenlistments to maintain our strength. 

Of course, we are very much concerned about doing everything 
we can to make military careers more attractive as a lifetime or long- 
time proposition because, first of all, if we can get people to reenlist, 
we don’t have to draft men that don’t want to be in the service. 

We can eliminate the very high training costs of training replace- 
ments and, even more important, we can improve the overall state of 
training and effectiveness of our forces. There are a number of meas- 
ures we have in mind. 


REENLISTMENT BONUS BILL 


We have a reenlistment bonus bill which we are anxious to have 
enacted. We have legislation designed to make some progress in the 
direction of better housing. We have a medical-care-for-dependents 
bill, and several others we are very much interested in. 

Senator Maysanx. Let me ask another thing. I would like to ask 
about West Point and Annapolis. I have read some sad news about 
West Point and Annapolis, that so many boys who are graduating 
from both Academies are not staying in the service. Is that true? 
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Mr. Hannan. It has been overemphasized. Of course, Academy 
graduates are required to spend at least 3 years in the service before 
they ean resign. 

Seiaton Maysank. The articles I read were in the papers that there 
had been an increased number of graduates getting out of the service. 

Mr. Hannan. It is an increased number, but it is still a small per- 
centage of the total. 

Senator Maysanx. I am glad to hear that. It didn’t say that in 
the paper. It just said an increase had been noticeable. 

Mr. Hannan. But it is still a small percentage, something like 10 
percent of the total, I believe, after the first 3 years. A part of that 
is due to the fact that we haven’t done a good job of selection in the 
first place. 

A great many people look at West Point and Annapolis as a way 
to get a good education at low cost, rather than placing the emphasis 
on making a career out of the military service. 

Senator Marpank. I do not know the records of the boys that I 
have appointed over a long period of time, but I do not recall any 
who has resigned. We have to appropriate the money. I know one 
Senator the other day who told me he had every applicant for West 
Point or Annapolis come before him and assure fim that it was going 
to be a profession and not just education. 

Mr. a ismas. We would like to have every Member of Congress 
put the emphasis on the young man who wants to make the service a 
career. 

Senator Mayspanx. There is no use spending all that money for 


years and educating a man and giving him a diploma werth $150,000 
and then have him serve 3 ro in the service and resign, with a very 


good education in electrica 
good education in law. 

Mr, Hannan. We agree fully with what you say. 

Senator Hayven. I have been very lucky. The first cadet I ap- 
pointed to the Naval Academy wound up as an admiral. He had a fine 
career. 

Another one that I appointed to the Army came in with his son 
not long ago, and I appointed him. So they are staying with me. 

Senator Maypank. I have had a lot of good boys. But I was asking 
the Secretary because it has been played up in the papers. 

Mr. Hannan. It has been overemphasized. 

Senator Frravuson. Mr. Secretary, there are some questions I want 
to submit to you, compiled by members of the staff, which I would 
like for you to answer for the record. 

(The material referred to appears on pp. 914-933.) 

I have some statements I would like to get in the record here on 
“Office of Public Information,” “Claims,” “Construction of Ships,” 
“Military Sea Transportation Service,” “Contingencies,” “Emergen- 
cies,” “Retired pay,” and “Court of Military Appeals.” As there 
are no reclamas on those particular items, will the gentlemen who 
are to discuss those just submit their prepared statements for the 
record? 


engineering or mechanical engineering or 
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Court or Minirary Arprats 


STATEMENT OF HON. GEORGE W. LATIMER, ASSOCIATE JUDGE 


Amounts available for obligation 


Estimate, Estimate, 


Description Actual, 1953 1954 


Appropriation or estimate ha - 250, 000 | $300, 000 $320, 000 
Unobligated balance, estimated savings | 2 


249, 981 300, 000 320, 000 
| I 


rotal obligations 


Obligations by activities 


Estimate, Estimate, 


Description Actual, 1953 1954 1955 


Military justice | $249, 981 $300, 000 | $320, OUU 


PREPARED STATEMENT 


Judge Latimer. I am George W. Latimer, of the United States 
Court of Military Appeals. 

I have prepared a statement which has been presented to the com- 
mittee. I would be happy to answer any questions the committee 
might have in connection with our work, what we are doing, or in 
connection with the request for funds. 

Senator Fercuson. Are there any questions? 

All right, if you will file that. 

(The statement referred to follows :) 


STATEMENT OF THE HONORABLE GrorGe W. LATIMER, ASSOCIATE JUDGE, IN COoN- 
NECTION WITH THE ESTIMATES FOR THE CourRT or MILITARY APPEALS FOR FISCAL 
YEAR 1955 


Mr. Chairman and members of the committee; the United States Court of 
Military Appeals is now in its third year of operation. It was created by the 
Uniform Code of Military Justice to provide a civilian review of the more serious 
court-martial convictions in all branches of the armed services, and to perform 
supervisory functions over the administration of military justice as a whole. If 
you recall, the code and the court came into being as a result of a long history 
of civilian and congressional dissatisfaction with the administration of criminal 
justice by the Armed Forces. The Congress, in enacting the code, patterned 
military practices and procedures upon those existing in civilian courts, to all 
intents and purposes, putting military justice on the same plane with civil justice. 
Upon the court has fallen the duty of interpreting and enforcing the provisions 
of the uniform code. 

With the occupation of permanent quarters in the United States Court of 
Military Appeals Building at 5th and E Streets, NW, during the fall of 1952, 
and the establishment of a sound and efficient administrative organization, com- 
pleted by the end of fiscal year 1953, the court is now in a better position to esti- 
mate the anticipated case workload for fiscal year 1955. As Chief Judge Robert 
E. Quinn reported to you on the occasion of his last appearance before the com- 
mittee, the first case was argued in September 1951. By the end of fiscal year 
1952, a total of 992 cases had been docketed in the clerk’s office. The number 
of cases increased during fiscal year 1953 so that, at the end of the fiseal year, 
2.194 cases had been received, for a total of 3,186. Based on the number of 
courts-martial held throughout the world, original estimates indicated an average 
intake of about 200 cases per month, which average has leveled off to about 180 
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per month. This is demonstrated by the number of cases filed during the first 
6 months of fiscal year 1953, namely, a total of 1,080, as compared with a total 
of 1,046 during the same period for fiscal year 1954. 

The court has explored new frontiers in the field of military law. Its purpose 
is to do justice to the individual serviceman and to formulate legal principles 
to assist officers in the field in their efforts to apply the new code with maximum 
effectiveness. 

On December 31, 1953, the court had published 426 written opinions. Over 
and above the disposition of individual cases, the benefits arising from these 
decisions as they are disseminated to all commands throughout the world, can 
hardly be overestimated. They serve as guideposts to the orderly conduct of 
trials, and to the sound administration of military justice. Beginning with fis- 
cal year 1954, these official decisions are published in a series of reports, and 
will be the highest judicial precedents in the field of military law. 

The court has grown in knowledge and stature. The funds requested for fis- 
cal year 1955 are necessary to insure continued efficient operation and proper 
discharge of the Court’s responsibilities. 


CONSTRUCTION OF SHIPS, MILITARY SEA TRANSPORTATION SERVICE 


STATEMENT OF VICE ADM. F. C. DENEBRINK, COMMANDER 


Amounts available for obligation 


Estimate, Estimate, 
1954 1955 


Actual, 1953 | 





Appropriation or estimate ‘ 
Balance available in subsequent year. ...........- aieithinelvsiiiietctiendelies ‘ — 5, 000, 000 


Obligations incurred................................--.- Rigi cee oa ‘ 45, 000, 000 


Obligations by activities 





1954 1955 


Actual, 1953 | Estimate, Estimate, 


Construction of ships, 1955 program........................... $45, 000, 000 


| 


NEED FOR SPECIAL TYPE VESSELS 


Admiral Drenrsrrnx. I am Vice Admiral Denebrink, commander 
of the Military Sea Transportation Service. I have the honor of 
appearing before your committee in connection with the appropriation 
request of $50 million for special-type vessels which we need in our 
operations. 

I have a statement and I am prepared to answer any questions. 

Senator Fercuson. If you would file that. 

(The statement referred to follows :) 


STATEMENT BY Vice ApM. FRANoIs C. DENEBRINK, UNITED States Navy, Com- 
MANDER MILITARY SEA TRANSPORTATION SERVICE, ON THE SUBJECT OF THE APPRO- 
PRIATION, “CONSTRUCTION OF SHIPS, MILITARY SEA TRANSPORTATION SERVICE, 
DEPARTMENT OF DEFENSE” 


As the commander, Military Sea Transportation Service, I am appearing before 
you today to present the justification for the new appropriation, “Construction of 
ships, Military Sea Transportation Service,” for the Department of Defense. 

Under existing directives, the financing of capital expenditures for MSTS must 
be borne entirely by the Navy, which utilizes only 13 percent of the servicewide 
support furnished by MST whereas the Army and the Air Force utilize 85 percent 
of that support. Up to the present time, such capital expenditures for the 
Military Sea Transportation Service have not caused a heavy drain on Navy 


24591—54—_-9 
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appropriations. In the future, however, particularly when new construction is 
required, it is apparent that capital expenditures for MSTS might seriously 
prejudice the availability of appropriations for fleet vessels. To include capital 
expenditures for MSTS within a Navy budget, furthermore, would require the 
Department of the Navy to budget for and defend all of the capital requirements 
for a service used by all of the Department of Defense whereas the Navy uses 
only 13 percent of the service. This appropriation, therefore, will provide 
separate funds for the construction of ships to be operated by the Military Sea 
Transportation Service. 

Funds in the amount of $50 million are requested for the construction of seven 
ships of highly specialized types to enable the Military Sea Transportation Service 
to perform its mission of providing sea transportation for all armed services 
throughout the world. This full amount was approved by the House in their 
action on the Department of Defense appropriation bill for fiscal year 1955. 

Our proposed shipbuilding program consists of types required which are not 
available either directly or by conversion from the United States merchant 
marine, the national defense reserve fleet of the Maritime Administration or the 
United States Navy. One of the ships is a vehicle cargo ship specially designed 
to carry wheeled and tracked vehicles of the Armed Forces and to permit their 
loading and unloading by “roll-on roll-off” methods. Vehicle comprise approxi- 

‘mately 24 percent of the current military dry cargo lifted by MSTS. Require 
ments in support of approved mobilization plans indicate that approximately 30 
percent of total cargo movements will consist of vehicular or tracked equipment. 
The availability of vessels of this type will result in improved support of our 
forces at reduced cost. There will be less need for unloading equipment and 
extensive terminal facilities. Savings in manpower and handling and terminal 
costs thereby will be realized and the supply-cycle time will be shortened. The 
critical time when vessels are in port and exposed to enemy action will also be 
lessened, which is a vital consideration in the age of atomic warfare. 

The remaining six ships are ice-strengthened cargo and tanker vessels which 
incorporate special design features to enable them to operate efficiently and eco- 
uomically in Arctic waters. These latter ships are needed te permit Commander 
Military Sea Transportation Service to meet the increasing requirements for 
Arctic sea-lift transportation. The amounts of cargo and petroleum products 
required for our Arctic outposts and the ice conditions which usually exist in 
those areas, require these special ships in order to support efficiently these bases. 

In addition to meeting the current requirements for MSTS support of Arctic 
operations, these ships will be available immediately in the event of a sudden 
outbreak of hostilities. Initial wartime expansion of Arctic operations cannot 
be deferred until ice breaks up to the extent that conventional shipping could be 
used. The availability of ice-strengthened ships will permit the augmentation 
of logistic support by MSTS to all Arctic bases by greatly extending the season 
during which essential supplies can be delivered. 

The following table is a summary of the ships for which funds are requested. 
rhe costs are based on October 1953 Bureau of Labor Statistics cost index data. 


Priority Description Estimated cost 


Prototype vehicle cargo ship that will permit loading and unloading of vehicles 
by roll-on and roll-off methods $18, 500, 000 

Ice-strengthened cargo ship dock capable of self-loading and unloading assem- 
bled landing craft 11, 500, 000 
Ice-strengthened tanker (ACG) | 5, 500, 000 
Small ice-strengthened cargo ship (A K) 3, 000, 000 
Ice-strengthened tanker (ACG) 5, 500, 000 
Small ice-strengthened cargo ship (AK) 3, 000, 000 
do . 3, 000, 000 
Total | 50, 000, 000 

' 


It is not contemplated, at this time, that armament will be installed on the 
above ships, and the estimated costs do not include armament. 

It is the policy of the Commander Military Sea Transportation Service to 
give the maximum support to the United States merchant marine. The ships, 
therefore, will be built to American Bureau of Shipping specifications with 
every consideration given to their construction in private shipyards. Although 
the program is small in scope, it will provide a much-needed tonic for our ship- 
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building industry. Our private shipyards are as much a part of the mobiliza 
tion reserve as the steel mills or coal mines. We cannot allow this important 
mobilization reserve to fall into disuse and decay on the grounds that we can 
improvise a program which will be capable of meeting our next emergency 
Such improvisation is not only expensive, it endangers national security. There 
will not be time, if general war breaks out again, to build up facilities and ac- 
cumulate design and engineering experience. 

The ship construction program, for which funds are requested, will provide 
ships needed now to enable MSTS to perform its mission, assist in maintaining a 
vital shipbuilding mobilization base, and increase our defense capabilities by 
providing ships of highly specialized types. 

For these reasons. | consider this program of great importance to our national 
defense. 

CLatms, DEPARTMENT OF DEFENSE 


STATEMENT OF LT. COL. C. C. TAYLOR, CLAIMS LIAISON OFFICER, 
OFFICE OF JUDGE ADVOCATE GENERAL, ARMY 


Amounts available for obligation 


| Actual, 1958 | pean motimate, 


| 
| 
Appropriation or estimate $5, 000,000 | $6, 000, 000 $7, 680, 000 
lransferred from 
Ships and facilities, Navy, pursuant to Public Law 11 
Military personnel, Marine Corps, pursuant to Public 


Law 357 


1, 000, 000 | 


2, 500, 000 
Unobligated balance, estimated savings 14, 048 | 


Obligations incurred 5, 985, 952 | 8, 500, 000 7, 680, 000 


Adjusted ap propriat ion or estitnak rs , 000, 000 8, 500, 000 , 680, 000 


Obligations by activities 


Estimate, Estimate, 


Description Actual, 1953 1954 1955 


DIRECT OBLIGATIONS 


Personne] claims $2, 756, 353 $3, 490, 000 

lort claims 2, 934, 129 4, 432, 500 

Admiralty claims 262, 757 515, 000 390, 000 

Other miscelancous claims 32, 713 62, 500 32, 500 
Total obligations a ee . . 5, 985, 952 8, 600, 000 7, 680, 000 


PREPARED STATEMENT 


Senator Fereuson. Will you please proceed, Col. Taylor? 

Colonel Taytor. 1 am Lt. Col. C. C. Taylor, appearing for the 
claims appropriation. 

I have a prepared statement, Mr. Chairman. 

Senator Frrcuson. Are there any questions of Colonel Taylor? 

(The statement referred to follows:) 


STATEMENT oF LT. Cor. C. C. Taytor, JAGC, UNrTep States ARMY, CLarms LIAI- 
SON OFFICER, JAGO, DEPARTMENT OF THE ARMY, IN CONNECTION WitH EstI- 
MATES FOR THE APPROPRIATION “CLAIMS, DEPARTMENT OF DEFENSE” FOR THE 
Fiscat YEAR 1955 


Mr. Chairman and members of the committee, the appropriation “Claims, De- 
partment of Defense” provides funds for the payment as authorized by law of 
all noncontractual claims against the Department of Defense, including the Army, 
Navy, and Air Force. It is estimated that approximately $7.68 million will be 
required for these purposes in the fiscal year 1955. 
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Almost 50 percent of this estimate is for the payment of claims in the gen- 
eral category of personnel claims. These include claims of military personnel 
and civilian employees for damage to or loss of personal property, marine 
casualty claims, repayment of erroneous collections and claims arising from 
the correction of military or naval records. It is estimated that $3,255,000 will 
be required for claims of this nature in the fiscal year 1955 as compared with 
$3,490,000 during fiscal year 1954. The principal factors contributing to the 
decrease in the estimate over the amount required in 1954 is a decrease of ap- 
proximately 500 in the number of claims for damage, loss, destruction, capture, 
or abandonment of personal property by military or civilian personnel as an 
incident of their service over the 1954 figure, and a decrease in the claims arising 
from the correction of military or naval records. 

Of the balance of the estimate approximately $4,002,500 is required for the 
payment of tort claims, including Federal tort claims, foreign claims, claims 
due to noncombat activities, compromise settlements made by the Attorney Gen- 
eral, property-damage claims against the Department of the Navy under the 
Property Damage Claims Act of 1919, and claims arising from activities of the 
Army and Air National Guard. This estimate for tort claims is approximately 
$1.1 million more than the actual requirements for this category in fiscal year 
1953 but is $430,000 less than the estimate for fiscal year 1954. The principal 
increase in this estimate over the amount spent during fiscal year 1953 for these 
purposes will provide for estimated increases for compromise settlements and 
foreign claims. During the first 6 months of fiscal year 1954, $2,142,602 has 
been obligated for settlement of this type of claim, or almost as much as the 
total in fiscal year 1953. Compromise offers under active consideration indicate 
the amount required for the second half of fiscal year 1954 will be at least as 
large as for the first half of 1954; or, for all tort claims, about $4.5 million. 

The remainder of the estimate includes $390,000 for admiralty claims and 
$32.500 for miscellaneous claims, such as indemnification of the Post Office De- 
partment for losses occasioned by unbonded mail clerks and claims for damage 
to railroad property under training contracts. In the fiscal year 1953 approxi- 


mately $262,757 was expended for admiralty claims and $32,713 for the other 
miscellaneous claims. 

In developing these estimates for the fiscal year 1955, consideration has been 
given to a variety of factors which influence the amounts required for payment 
of claims under this appropriation. Such factors include the overall size of the 
Military Establishment, the number of personnel in activities overseas, number 
of troop movements, maneuvers and training activities, reports of accidents and 
losses, and an analysis of the pending cases under consideration. Each of these 
factors must be considered in light of the fact that, while the average administra- 
tive claim is paid within a year from the date of occurrence, compromises are 
often effected from 4 to 6 years after the date of the incident. 


Retirep Pay, DEPARTMENT OF DEFENSE 


STATEMENT OF CAPT. J. B. HOYT, UNITED STATES NAVY, SPECIAL 
ASSISTANT TO CHIEF OF NAVAL PERSONNEL, NAVY 


Amounts available for obligations. 


Estimate, Estimate 
J Actual, 1953 1954 1955 


_——$—$—$——_ } —__—_—_—_ 


Appropriation or estimate __...........-.....--- oo] $330, 000, 000 | $365,000, 060 | $404, 500, 000 
Transferred from 
Emergency fund, De partment of Defense, pursuant to 
Public Law 488, 82d Cong 1 Seep Inc dnccebengetingnadiadaiaces 
Ordnance ind facilities, Navy, pursuant to Public Law 11 - SA GHG b.4noncncnieniiiseminbadence: 
Marine Corps troops and facilities, pursuant to Public 
Law 179_. aie 10, 000, 000 


rr ‘personnel, Marine Corps, pursuant to Public; 
Law 357 e cd B 


Adjusted appropriation or estimate ; | 357,000,000 | 387, 000, 000 404, 500, 000 
Unobligated balance, estimated savings ‘ socal ales vaie ee —614, 685 |_._- 


Total obligations " 856, 385, 315 | 387, 000, 000 | 404, 500, 000 
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Obligations by activities 





Actual, Estimate, Estimate, 
1953 1964 } 1955 


Description 


=F ~ — ioe 
We i dah oo aire ce ee cetcwbaddiccse ; 
Temporary disability 9, 083, 717 14, 606, 100 18, 870, 700 


PerreMneNee GIBOIIET oo no cnreciienceedhatonenanmedusses 164, 791,799 | 166,291,500 | 166, 902, 800 
Fleet Reserve 5 : 22, 543, 662 27, 682, 500 


$150, 966, 137 | $178, 419,900 | $189,878, 000 


| 
DIRECT OBLIGATIONS 
| 


1. 
2. 
3. 
4. 


Total obligations 356, 385,315 | 387,000, 000 


PREPARED STATEMENT 


Captain Hoyr. I am Capt. Joseph B. Hoyt, United States Naval 
Reserve. 

I am appearing before the committee to discuss the appropriation 
“Retired pay.” 

I have a statement which covers the situation together with an 
analysis by fiscal years of the number of retired personnel and costs 
in summary and by individual military service for the fiscal years 1953, 
1954, and 1955. 

If there are any questions, I shall. be glad to answer them. 

Senator Maypank. Mr. Chairman, I did not have a chance to read 
his statement. Might I just briefly highlight it 

Captain Hoyr. The estimates for “Retired pay” represent a mathe- 
matical calculation. We have so many people who are eligible under 
applicable statutory provisions and at rates prescribed by law. 

We multiply the numbers by the rates and that is the estimate. It 
is almost as simple as that. 

Senator Maysanx. In other words, it is just carrying out the law? 

Captain Horr. That is correct. 

Senator Frreuson. Thank you, Captain. 

(The statement and table of estimates referred to follow :) 


STATEMENT OF Capt. J. B. Hoyt, USNR, SpecraL ASSISTANT TO CHIEF OF NAVAL 
PERSONNEL, IN CONNECTION WITH ESTIMATES FOR THE APPROPRIATION “RETIRED 
Pay, DEPARTMENT OF DEFENSE,” FOR THE FIscAL YEAR 1955 


Mr. Chairman and members of the committee, the estimate of $404.5 million 
for the fiscal year 1955 will provide for the retired pay authorized military per- 
sonnel on the retired lists of the Army, Navy, Marine Corps, and Air Force, 
and for the retainer pay of the Navy and Marine Corps Fleet Reserve. The 
estimates represent a consolidation of the requirements of the military services 
for retired and retainer pay for both regular and nonregular personnel, including 
the Reserves. 

The amounts included in these estimates are determined by the various laws 
governing retirement of military personnel and the rates authorized by laws to 
be paid to retired personnel. They are mathematical computations of the rates 
prescribed by law applied to the best available projection which can be made of 
the number of personnel to be carried on the retired rolls. No provision is made 
in this estimate for amounts required to administer these laws. 

There are three general bases on which military personnel are retired— 
length of service, age, and disability. In order to insure that persons placed on 
the permanent disability retired list are actually permanently disabled and their 
percentage of disability determined properly, the Career Compensation Act 
authorizes the placement of individuals retired for disability on a temporary list 
for a period not to exceed 5 years. During this 5-year period, examinations are 
required every 18 months to determine whether such individuals can be rehabili- 
tated and returned to active duty, whether they should be discharged, or whether 
they should be transferred to the permanent disability rolls. 
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The estimate of $405.5 million includes approximately $190 million for 
personne) retired by reason of length of service or age as compared with the 
estimate of $178.4 million to be spent this year for this purpose. The increase 
in the ‘estimate is due to the increase in the estimated average number to be 
carried on the retired rolls next year based upon a projection of the estimated 
gains and losses. This projection gives consideration to the numbers on the 
active rolls who will become eligible for retirement and a lessening need to re- 
tain on the active rolls members otherwise eligible for retirement. Most of 
the retired enlisted personnel recalled to active duty will have been returned to 
a retired status during fiscal year 1954 except for some volunteers. 

It is estimated that over $185 million will be required for both personnel on 
the temporary and permanent disability retirement lists as compared with over 
$180 million this year. This increase is a reflection of a continued increase in 
disabilities occasioned as a result of troops being present in the combat zone, and 
accidents incurred as a result of training and troop activity. The estimated rate 
of increase for the fiscal year 1955 has been scaled down slightly under the esti- 
mated rate of increase attained this year on the assumption that the peak rate of 
disability retirements resulting from casualties in Korean operations may have 
been attained. 

The estimate of over $28 million for the fleet reserve will provide the retainer 
pay for members of the Navy and Marine Corps in the inactive fleet reserve at 
rates prescribed by law. These are all enlisted personnel with at least 20 but 
less than 30 years of service, who, upon approval of their application, are trans- 
ferred from the active duty rolls to the fleet reserve where they remain until 
they complete 30 years’ service unless sooner transferred to the disability re- 
tirement rolls because of physical unfitness for further military service. 

In summary, the estimate of $404.5 million for the fiscal year 1955 is the best 
available projection which can be made at this time, of the amounts which 
will be required for the retired and retainer pay as authorized by law to be 
paid to military personnel on the retired and inactive fleet reserve rolls. 


EXPLANATION OF EstIMaTEs, FiscaL Year 1955—RetTirED Pay 


Analysis by fiscal years of the number of retired personnel and cost 


DEPARTMENT OF DEFENSE 





’ 
Actual, fiscal year 1953 Estimate, fiscal year 1954 | Estimate, fiscal year 1955 


Summary A ver- A ver- Aver- | 
Year |- age | 4 Year | age | . Year | age | 
end | num- end num- ' end | num- 

ber ber ber | 
| | } 


Cost 


} | } 
Nondisability 
Regular officers 16, 085) 15, 382 $64, 339, 819) 17,330) 16, 818.$70, 270, 200; 18, 796) 18, 009/$75, 025, 500 
Regular enlisted $2,050, 40, 286) 76,085,711) 44,806) 43,552) 82,471, 500) 46,820) 45, 694) 86, 461, 700 
Nonregular 8.521; 7,864) 19, 226, 542) 10,729 , 337) 25,320,300) 12,152) 11, 412) 27, 982, 200 
Nonregular enlisted __| 262 258 314, 065) 315 291) 357, 900) 354) 333 08, 600 
Subtotal 66, 918) 63, 790 159, 966, 137) 73, 180 , 998 178, 419, 900| 78, 122) 75, , 448) 189, 8 878, 000 


Temporary disability } | 
Regular officers 674 474! 1, 652, 279 991 836 2,954,800) 1,272) 1,136] 3, 990, 800 
Regular enlisted _ - 6,546) 5,270) 5,189,367) 8, 979 ,761| 7,708,400) 10,545) 9,762! 9, 768, 700 
Nonregular officers 630 417) 1,139, 621 R83 757| 2,055,300; 1,068 975| 2,645, 600 
Nonregular enlisted 1,588, 1,159) 1,102,450, 2,404 2, 003 1, 887, 600) 2, 845 2 625) 2, 465, 600 


Subtotal 9,438) 7,320) 9,083, 3, 717 ANS, 257} 11, 357 14, 606, 100 15, 730| 14, 498) 18, 870, 700 


Permanent disability | | | 
Regular officers... 12,856) 12,829) 50, 503,485) 12,712) 12,812) 50,452,700) 12,540; 12, 625) 49, 727, 500 
Regular enlisted - 13, 421| 13, 168 18, 499, 796) 14, = 14,134) 19, 577, 100) 16, 218) 15, 534) 21, 106, 500 
Nonregular officers 36, 548) 36, 469) 94, 614, 729) 36, 5 36, 538) 94,777, 100) 36, 426) 36, 478) 94, 352, 100 
Nonregular enlisted 1, 668 1, 450 4, 173, 789} 2, 025| 1,850) 1,484,600) 2,233) 2, 133} L 716, 700 
Subtotal , 493) 63, 9: 791, 799) 66, 118) 65, 334 166, =. 500} 67, 417| 66, 769 166, 902, 800 
= S|s_ — SS | SS = = = _ 


Fleet reserve 3, 466 12, 181 2, 543, 662 15, 470 


Total 154, 315 147, 2 


ee ——————_——————— — 
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Analysis by fiscal years of the number of retired personnel and cost—Continued 


DEPARTMENT OF ARMY 
Actual, fiscal year 1953 | Estimate, fiscal year 1954 | Estimate, fiscal year 1955 


Summary A ver- | Aver A ver- 
Year age | Cost Year age . Year age 
end num- end num- | end num- 


ber | ber ber 


Nondisability 
Regular officers 3, 680/$19, 737,600! 4,045) 3, 960/$21, 237, 5 $22, 197, 500 
Regular enlisted 15, 550) 30, 276,856) 16,850) 16, 750! 32, , 715 , 741) 32, 573, 000 
Nonregular officers 6,815) 16,820,000) 9,010) 8,875) 21, . ‘ 23, 273, 500 
Nonregular enlisted i 85, 445 130 120 108, 800 


Subtotal 27, 522) 26, 155) 66, 919, 901) 30,035} 29, 705) 75, 31, 30, 450! 78, 152. 800 


Temporary disability 
Regular officers | 5 25 140, 068 5 | 75) 392. 200 
Regular enlisted . 185 578, 207 ; ' , 240 , 406, 500 
Nonregular officers i 95 254, 540 330 803, 700 
Nonregular enlisted 225 205, 146 , O15 857, 200 


Subtotal , 45 830 , 178, 051 i D 2,660) 2, 3, 459, 600 


Permanent disability | 
Regular officers ; , HO} 26, 910, 452 i, 2 : 435, 6, 460) 26, 496, 000 
Regular enlisted . 8, 890) 13, 114, 447 ’ $ ‘ 680 , 740) 12, 881, 500 
Nonregular officers 26, 095) 68, 977, 482) 26, 7 : 25 5| 26, 060) 68, 658, 400 
Nonregular enlisted , oa% , 130 828, 472 ‘ 5 ( , 765} 1,690) 1, 238, 700 


Subtotal - 2, | 42, 675/109, 830, 853) 43,025) 43, . 5 2, 875| 42, 950) 109, 274, 600 
Fleet reserve.. | 


Total. 660) 177, 928, 805) 75, 74, 625 . , 555; 75, 890) 190, 887, 000 


DEPARTMENT 


Nondisability 
Regular officers , , 914) $36, 706, 879 10, 881 , 292, 400) 12, ll, , 600, 500 
Regular enlisted rf 785) 35, 836, 946 20, 479) 37, , 400) 21, 21, , 149, 100 
Nonregular officers 624 1, 311, 844 739 , 553, 400 , 769, 900 
Nonregular enlisted 132 199, 162 151 227, 900 { 8 253, 500 


Subtotal ol, 30, 455) 74, 054, 831) 33, 32, 250) , 203, 100) 34, 33 3, 773, 000 


Temporary disability 
Regular officers 55} 319 , 128, 992 568 200 2, 784, 900 
Regular enlisted 3,955! 3,137] 2,806,083) 4, 109} 3.946.100! 5, : ’ 618. 800 
Nonregular officers 3 159 27, 988 257 800 : 823, 700 
Nonregular enlisted 7 534, 885 823 300 ; ‘ 064, 200 


Subtotal 5, 316 , , 897, 948 5, 797 , 057 , 487, 400 ; ; 291, 600 


Permanent disability 
Regular officers , 813 , 778 , 567, 205 . , 754 4 500 , 57 7, 028, 000 
Regular enlisted , 960 . 796) , 394,301) 2) 2,366 . 000) 3, ¢ 3, 2, 495, 400 
Nonregular officers 3, 236! 3, 227 , 329, 3, 3, 219 . 200' 3 3 , 208, 300 
Nonregular enlisted 202 183 218, 587 254 228 200 354, 200 


Subtotal , 211) 9, 984) 27, 510, 069 , 923) 10, 567 ; 900; 11, 702) 11, 313) 28, 065, 900 
Fleet reserve , 300) 11, 084 20, 583, 662 , 103) 13, 6 5, 411, 200) 14, 282) 14. 193) 26, 336, 500 


Total 228) 55, 696/127, 046, 510) 64, 922) 62, 558) 139, 600 . 864) 66, 804/147, 467, 000 
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Analysis by fiscal years of the number of retired personnel and cost—Continued 


MARINE CORPS 


| Actual, fiscal year 1953 | Estimate. fiscal year 1954 | Estimate, fiscal year 1955 


Summary 
| 


| 


Nondisabtlity | 
Regular officers 
Regular enlisted 
Nonregular officers 
Nonregular enlisted. 


Subtotal 


Temporary disability: 
Regular officers 
Regular enlisted 
Nonregular officers 
Nonregular enlisted 


Subtotal 


Permanent disability 
Regular officers 
Regular enlisted 
Nonregular officers. 
Nonregular enlisted 





Subtotal 
Fleet reserve 


Total 


Nondilsability 
Regular officers 
Regular enlisted 
Nonregular officers 
Nonregular enlisted 


Subtotal 


Temporary disability 
Regular officers 
Regular enlisted 
Nonregular officers 
Nonregular enlisted 


| 
Subtotal 
| 
Permanent disability: 
Regular officers. _.. 
Regular enlisted _- 
Nonregular officers | ¢ 
Nonregular enlisted 
' 
Subtotal_. 
} 
Fieet reserve... j 
Total.... 


Aver- 


Year | 
end 


868) 
1, 085} 
33) 


, 166) 


, 678 


DEPARTMENT 


, O14) 
4, 497) 
481) 
13} 


, OOS) 


87 
990) 
166 

45) 


1, 288 


706) 


2 


6, 402 
34 


9, 164 


an 





age 


hulm- 


ber 


Oost 


Year | 
end 


Aver- 
age 
num- 
ber 


Cost 


Year 
end 


Aver- 
age 
num- 


| 


344] $3, 638, nel 
1,070} 2, 169, 000! 
27) 67, 000) 
‘| 6, 000) 


5, 


04 5| 880, 000! 


=== 


47) 
792 
44 
337 


135, 000) 
797, 000 
102, 000 
300, ad 


220} 1, 334, 000, 
= —=— 
715} 2, 
682 
671 
116 


630, 000) 
909, 000 
, 599, 000) 
88, 000! 


2, 184) 5, 226, 000) 


, 097) 1, 960, 000 


6, 446) 14, 400, 000 


944! $4, 257, 340] 
3, 881} 7, 802, 909 
308) 1, 027, 608) 
12 23, 458 

| 
§, 235] 13, 111,405 
83} 
RAG) 
119} 
39} 

' 


| 

248, 219 
1, 007, 987 
355, 093) 
62, 419 
, 097) 


776| 
1, 800 
6, 476) 

30) 


3, 395, 828 
3, 082, 048 
15, 708, 271 
38, 730} 


seme enetied 
9, 082} 22, 224,877) 9, 





15, aus) “87, O10, 000) | 19,3 360| | 17,998 42, 361, 800 


OF 


1, 673, 718 


878) 
1, 3471 
34| 
6} 


2, 265) 


148) 
1, 468| 
120| 
520) 


2, 256) 


713) 
952) 
678) 
123} 


2, 466) 


1, 367} 


8, 354 


THE 


= 


| 


1,151] 
5, 717] 
8995 
17} 


7, 781) 


98! 
1, 528| 
210) 
48) 


1,884] 1 


813} 
2, 326) 
6, 527} 
38} 
70s) 


| 
873) $3, 762, il 
1, 216] 2, 464, 800) 
34) 84, 400) 
5 4, 500) 


886 

1, 504 
36 

8 


128} 6, 319, 000) a 434 


330, 3001 
1, 159, 900 
213, 300) 
412, 100) 


1, | 2, 116, 600) 


115) 
1, 153} 
92| 
463) 


189 
1, 821) 
127 
587 


2, 674) 


t 

2, 622, 400) 
1, 071, 700 
1, 606, 100 680) 
83, 500! 122 


713 
804 
674 


706} 
1, 004 


6,388, 700] 2, 602 


AIR FORCE 


1,104} $4, 978, 000 
5, 107! 10, 265, 100 
689; 1, 779, 000) 
15} 29, 300 


1, 282 
7, 103 
1,318 

21 


6, 915) 17, 051, 400) 9, 724/ 


Sn — 


278, 100 
1, 259} 1, 481, 900 
188] 560, 800 
| 75, 200) 


93| 114 
2, 021 
281 
44) 

2, 396, 


| 587| 000! 


805| 
2, 099} 
6, 495) 
37) 


3, 522, 700 

3, 593, 500 

15, 750, 400 
_%, 800 


828 

2, 782) 
6, 588) 
40 


10, 238) 


» 436 22, 14, 400 


2,460} 2,17 


ber 


$3, 767, 
2, 885, 
89, 

10, 


000 
500 
300 
500 


6, 752, 300 


496, 800 
1, 654, 200 
287, 400 
470, 600 


1, 645 
124 


2, 611, 200 
1, 363, 300 
1, 617, 800 

93, 400 


5, 685, 700 


2, 512, 000 


17, 859, 000 


2, 535 
‘1, 406 
rr 749 


1, 213 
6, 393 
1,104 

19 


$5, 469, 400 
12, 842, 900 
2, 850, 500 

37, 100 


8, 729 21, 199, 900 


106 
1,774 
245 
46) 


316, 900 
2, O89, 200 
730, 800 
73, 600 


R21] 3, 592, 300 
2, 554| 4, 366, 300 
6, 557| 15, 867, 600 

39} 50, 400 





fo 


22, 422 








48, 287, 000 
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General Moors. The discussions should be made off the record on 
iy RH and Sonny, fund. 
Mr. Garlock will speak on these items. 


ConTINGENCIES, DEPARTMENT OF DEFENSE 


STATEMENT OF L. S. GARLOCK, DEPUTY COMPTROLLER FOR 
BUDGET 


Amounts available for obligation 


Estimate Estimate, 
Description Actual, 1953 1954 , 1955 


Appropriation or estimate ..--| $25,000,000 | $75,000,000 $40, 000, 000 
Unobligated balance, estimated savings aad 5, 162, 346 


Total obligations 





Obligations by activities 





Actual, 1953 Estimate, Estimate, 


Description 1954 1955 


Emergency and extraordinary expenses $19, 837,654 | $75, 000,000 $40, 000, 000 





(Discussion off the record.) 
EMERGENCY Funp, DEPARTMENT OF DEFENSE 


Amounis available for obligation 


Estimate, Estimate, 
1954 1955 


| Actual, 1953 
a SS 


Appropriation or estimate ..---| $35,000,000 | $35, 000, 000 $25, 000, 000 
Transferred to— 
Department of the Air Force: “Research and develop- 
ment, Air Force’ 
Department of the Army: ‘“‘Research and dev oe, 
Army” —12, 700, 000 
Department of the Navy: “Research, Navy” —315, 000 
Office of the Secretary of Defense: “Retired pay, a | 
ment of Defense’ —2, 000, 000 





Obligations incurred (reserve for future transfers) --.- 11, 985, 000 | 


PREPARED STATEMENT 


The emergency fund of the Department of Defense is to meet unforeseen fund 
requirements for research and development which are of such urgency that fund- 
ing is considered necessary before the appropriations of the next fiscal year be- 
come available and which cannot be obtained through reprograming existing 
funds. These needs, although never specifically known, will arise as a result 
of unforeseen requirements, newly determined operational deficiencies and 
breakthroughs in areas where a substantial military advantage would be ob- 
tained by increasing effort immediately. As an alternative to providing each 
military department with a reserve fund, experience has shown that a single 
reserve fund for the entire Department of Defense reduces the total amount 
required. 
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During the past several years this appropriation committee has recognized 
the need for a degree of flexibility in the area of research and development and 
has concurred in the thought that one emergency fund administered by the Office 
of the Secretary of Defense provides the required flexibility. Examples of the 
use to which these funds have been allocated in the past are (1) research of 
critical materials; (2) development of interim capabilities for a guided missile 
which showed great promise; and (3) to provide funds with which to finance 
joint test activities exclusively in the atomic test area. 

Request for funds for this appropriation come from the military departments 
and agencies of the Department of Defense to the Assistant Secretary of De- 
fense (research and development). The Assistant Secretary of Defense (re- 
search and development) makes a review of the request directed toward technical 
and financial scrutiny of projects to be supported and funds are allocated only 
when they are fully justified and after approval by the Bureau of the Budget. 
Funds not required during the year expire for obligation purposes at the end of 
the fiscal year. Out of an appropriation of $35 million for fiscal year 1953, 
$23,015,000 was transferred to appropriations in the military departments for 
support of urgent research and development projects including classified tests, 
The balance of $11,985,000 reverted to the Treasury. It is believed that of the 
$60 million appropriated for fiscal year 1954 that approximately $10 million 
will have been transferred to the military departments and the remainder will 
expire for obligation. 


(Discussion off the record.) 

Senator Ferguson. We will recess at this time until 10 tomorrow 
morning. 

(Thereupon, at 10:30 a. m., Wednesday, May 12, 1954, the subcom- 
mittee recessed, to reconvene at 10 a. m., Thursday, May 13, 1954.) 
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THURSDAY, MAY 13, 1954 


UNITED STatTes SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Homer Ferguson (chairman of the subcom- 
mitte) presiding. 
Present: Senators Ferguson, Cordon, Thye, and Hayden. 


DEPARTMENT OF DEFENSE 
OFFICE OF THE SECRETARY AND INTERSERVICE ACTIVITIES 


STATEMENTS OF HON. T. P. PIKE, ASSISTANT SECRETARY OF 
DEFENSE (SUPPLY AND LOGISTICS); L. S. GARLOCK, DEPUTY 
COMPTROLLER FOR BUDGET; AND J. R. LOFTIS, DIRECTOR, 
OFFICE OF ADMINISTRATIVE SERVICES 


INFORMATION ON PAY AND ALLOWANCES 
(See p. 35) 


Senator Frrauson. The committee will come to order. 

In view of the widespread interest in the military pay and allow- 
ances at this time, | want to put in the record an exchange of letters 
between the committee and the Assistant Secretary of Defense, 
Comptroller, on this subject. 

(The information referred to follows:) 

APRIL 6, 1954. 
Hon. W. J. McNem, 
Assistant Secretary of Defense (Comptroller), 
The Pentagon, Washington, D. C. 

Dear Mr. McNett: A number of recent newspaper articles have intimated 
that military personnel are being treated rather shabbily in comparison with 
civilian employees of the Government. 

In order to study the matter objectively, the committee is assembling informa- 
tion relating to pay and allowances of military personnel, the pay of civilians, and 
the net take-home pay of both categories. 

We would appreciate the following information on military personnel from you: 

1. The base pay and allowances for each grade and rank 

a) for single personnel; 
(b) for married men with dependents. (I understand two dependents 
represent the average number. ) 

2. Current exemptions from income tax (including savings on rental allowances), 
and benefits under the Soldiers’ and Sailors’ Relief Act. 

3. Amount paid as taxes. 

4. Eligibility for retirement; rates of such pay received by each grade and rank. 

In.addition to the above information, I would like a table comparing the take- 
home pay of military and civilian personnel and any other pertinent data available 
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138 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


to you, including estimated dollar value to recipients of such prerogatives as 
medical and dental care, commissary privilees, schooling, etc. 
Sincerely yours, 
Homer FERGUSON. 


AssISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., April 27, 1954. 
Hon. Homer Fercuson, 
United States Senate. 


Dear Senator Ferauson: This is in reply to your letter of April 6, 1954, 
requesting certain information regarding the pay and allowances of military 
personnel as well as the pay of civilian personnel. We have prepared the attached 
three tables which we believe will provide the information you requested. 

The first table presents a comparison of the take-home pay of civilian employees 
in the General Schedule grades of the classified service with the various rates of 
pay in the military service. Data used in the comparison are shown in more 
detail on the other two tables. The groupings shown are based only on the com- 
parability of take-home pay of civilian personnel and nonflying military personnel. 

The second table, which shows the monthly salary scale for civilian employees, 
is based on an assumption that all employees except those in grade 18 are receiving 
pay rates at the second step above the entrance salary for the grade. You will 
recall that grade 18 has no increments for longevity. We have computed the 
income tax deductions and take-home pay for both single personnel without 
dependents and married personnel with two dependents. The latter approximates 
the average number of dependents of all married personnel in the military services. 

The third table shows the monthly income for each grade of military personnel 
and is based on the average basic pay for all services in the fiscal year 1955 budget 
estimates plus the statutory special pays and allowances. The explanation of 
the “in-kind services and benefits’”’ is shown in detail as a footnote on the first 
table. It will be noted that this table shows the pay and other income for both 
nonflying and flying personnel who are (1) single without dependents and (2) 
married with two dependents. 

Sincerely yours, 


W. J. McNBEIL. 


TABLE 1.—Comparison of monthly take-home pay of (1) civilian employees in the 
3d step of each grade with (2) military personnel at the average salary for each 
grade shown in the fiscal year 1955 budget estimates * 


Single, | Married, 
without with 2 
| dependents | dependents 


i 


O-8 Major general and rear admiral of the upper half and above: 
Flying... coal $1, 140 $1, 204 
Nonflying__. . ion nn weal 1, 020 1, O84 

GS-18 co | 946 966 

O-7 Brigadier general and rear admiral of the lower half 
Flying ‘ Geena boll , 001 1, 065 
Nonflying. ‘ ‘ ; : idem “ 879 | 943 

GS-17 858 878 

GS-16 é ti nadee “2% ; bs 704 814 

0-6 Colonel and captain 
Flying._.. : neil aa -| 1 O48 
Nonflying. i ‘ “ . iy 727 774 

GS-15. ka ( Wiis ‘ Le | 725 | 745 

O-5 Lieutenant colonel] and commander 
Flying_... 7 . ated 751 815 
Nonflying is z : 602 666 

GS-14. ud did we idndd 640 660 

O-4 Major and lieutenant commander: 

Flying..... i scennseamadl ‘ ne aap oye 655 Til 

Nonflying.._.- aad siapieietides & 536 | 

Ww-: 
Flying... ‘ a 5 - Remed ‘ 7 608 
Nonflying. . im | 526 

G8-13 é iu é 745 ‘ : 567 

O-3 Captain and lieutenant 
Flying_.... so cninoteshbs dedi larlosndprmiin aiavacepgiianelteteshskaiamhiti pine 571 
a eenagenmn ‘ nde 473 

w-3 





Flying... i es in thihidabebdéxihes insted 534 
Nonflying.........- sonsktee 4 453 





See footnotes at end of table, p. 
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TABLE 1.—Comparison of ae. 
8d step ofeach, grade with (2) mili 


1955 


grade shown in the fiscal year 1956 budget estimates 1—Continued 





O- 2 Ist lieutenant and lieutenant ((junior grade): 
Nonflying ‘ 
w-2 


Nonflying.._.- 
GS-11. 
0-1 2d lieutenant and ensign: 


Nonflying 
W-l: 
Flying 
_ Nonflying-- , Pcpvéhnithtebvbnandiedlinbeuhwate 


E-7: 


Ncambina. abd aterns 
Cncécnccbumieadcace 
E-6: 


Nonfiying jncéued 
Gs-8. 
E-5: 

Flying .... 

Nonflying esa 
Be Rabtatalteokasenddccibanduceteetanece ‘ 
E-4: 

PRED cnonsune 

Nonflying 


Flying _- 
enrans 

Gs. Z 

E-2: 
Flying 
penn 

G8-3 

E-1: 
ae nineiignonnncnmesinhinnetaemetaenamimibaa 
Nonflying. ....... 

G8-2 

GS-1. 





| 
Single, 
without 
dependents 


$481 


486 
398 


471 
388 
410 


411 
329 


423 
342 
372 


398 
338 
346 


354 
298 
319 


317 | 
268 | 
292 | 


283 
240 
267 | 
Al 





245 | 
208 | 
220 | 


226 | 
194 | 
206 


208 | 
183 
194 
179 


139 


take-home pay of (1) civilian employees in the 
tary personnel at the average salary for each 


Married, 
with 2 
dependents 


$501 


533 
445 


518 
435 
430 


459 
377 


471 
390 
392 


446 
365 
366 


397 
341 
336 


360 
311 
312 


326 
283 
287 
262 


288 
251 
240 


269 
234 
226 


251 
222 


215 
199 


1 The take-home pay of military personnel includes $97 for housing and food furnished in kind to me 
enlisted personnel plus the appropriate amounts shown in the following table: 


Job 
trans- 
porta- 

tion 


Single person 
Married with 2 ‘dependents 


Civilian 
counter- 


clothing 


Comm 
| sary 


part store 


savings | 


is- | 


Total 
| 


No attempt has been made to place a value on the other benefits which include lower prices for movies 


haircuts, laundry and sundries, and free life insurance. 
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TaBLe 2.—Monthly salary scale for civition employees (based on the 3d step in 
each grade) 


| 
| Income tax withheld Take-home pay 
Retirement ’ Ls Ry y= 
deductions Single, Married, | Single, Married, 
| without with 2de- | without | with 2 de- 
dependents} pendents ‘dependents! pendents 
| 


$30 $10 $179 $99 
34 13 | 194 215 
37 | 17 206 226 
4} 21 220 240 

416 25 241 262 

5n 267 287 

57 282 $12 

63 | 319 336 
70 346 3668 

78 58 372 392 

86 6 | 410 | 430 

102 481 501 
119 ‘ E67 587 
143 | ” 640 660 
725 | 745 

Slt 
878 
066 
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RESERVE TOOLS AND FACILITIES 


Senator Fercuson. Mr. Garlock, are you speaking on the question 
of reserve tools and facilities or is Mr. Pike here to give us additional 
information on that? 

You have an appeal from the House action and it will be made a 
part of the record at this point. 

(The matter referred to follows:) 


INTERSERVICE ACTIVITIES 
RESERVE TOOLS AND FACILITIES 
(P. 5, line 3) 
The Office of the Secretary of Defense requests the following amendment: 
PROPOSED AMENDMENT 
Page 5, line 3, insert above ‘Retired Pay’’, the following language: 
“RESERVE TOOLS AND FACILITIES 


“Amounts made available under this head for the fiscal year 1954 but not 
transferred to other appropriations during that year shall remain available for 
such transfer during the current fiscal year.” 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment would continue in fiscal year 1955 the availability 
of funds which were appropriated in fiscal year 1954 to provide the Department 
of Defense with an adequate mobilization base. 


HOUSE COMMITTEE REPORT 


On page 11 of the committee report it is stated that the committee feels that 
other funds appropriated for procurement purposes can be utilized for these 
items should the need arise. 

HOUSE HEARINGS 


(P. 417) 


“Mr. Garvock. The general policy of the Department in respect to the pro- 
curement of reserve tools and facilities is covered in both Mr. Wilson’s discussion 
with the committee and in your discussion with Assistant Secretary Thomas. 

“At the time that we asked for this a year ago we had assumed a much larger 
proportion of the procurement funds would be needed for the current procurement. 
Since that time, with the cutback in procurement, largely as the result of the 
cessation of hostilities in Korea, sufficient funds have been available in the pro- 
curement appropriation to carry forward the necessary tooling and facilities. 
We asked that it be extended into the next fiscal year in order that this type of 
project may be handled because no specific provisions have been made for this 
type of tooling next year. 

‘‘There are areas where we still have not yet had the amount of tocls and 
facilities we need to have an adeauate mobilization base, and this amount we 
propose to use to supplement appropriations available in those areas. 

“Mr. WiacLteswortn. While we gave you $250 million for this purpose during 
the current fiscal year, as a matter of fact, I understand that you have not spent 
any of it. 

“Mr. Gartock. That is correct, sir. I do not expect any obligation against it 
this fiscal year. 

“Mr. Wreateswortn. If no action is taken this money will lapse to the Trea- 
sury at the end of the current fiscal year? 

“Mr. Gartock. Yes. 

“Mr. WiceLteswortn. You have no specific program, but you think during 
the course of fiscal 1955 it might possibly be deemed advisable to provide certain 
tools not now in existence? 

‘‘Mr. Gartock. Yes. * * * 

“Mr. Sueprarp. Mr. Garlock, considering the present status of world affairs, 
and further, the reductions as presently reflected in the total budget, which in turn 


44991—54——_10 
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must obviously reflect the potential hazards involved, both military and eco- 
nomic, what specific justification do vou have for a continuity of this fund? 

“What I am trying to say is, the budget reflects a concept of more for the 
dollar, and our nationel industrial situation is in a highly competitive status if 
our reports are correct at the moment Plans are available if things have to go 
into production of facilities What particular thing do you have in mind that 
would prompt the continuity of this fund in the budget? 

“Mr. GarLocx. It is contemplated that these funds will be used, Mr. Shep- 
pard, to buy the larrce tools that take a long time to build, particularly ones 
that have no normal commercial usarce, and for the establishment of plants 
that will make items that are not readily procurable from normal civilian pro 
duction 

“Mr. Suerrarp. That is true. When we came to the heavy press program, 
even though the committee was avprised of the requirement and what it would 
add to our production, it was not necessary to reach into this fund for that. 

“Mr. Gartock. That had been previously financed 

“What this amounts to here, Mr. Sheppard, is that instead of providing for 
continuing a number of places in all three services, this is an attempt to pull 
the requests together into one place, those items for which we do not have a 

ecific program at this time. 

‘In the Army there are substantial funds available. I see no reason why 
they would need to draw on this, regardless of any kind of tooling procram 
anyone would propose for them. I think that the Navy appropriations are very 
much closer to the minimum requirements, and with recard to the Air Force, 
I believe with what has been proposed for the next vear, they will be somewhere 
near the margin 

“Mr. Sueprparp. Let us take a hypothetical situation. Let us say that you 
find it necessary to do certain tooling, mechanical devices, in order to effectuate 
production in a specified field, the atomie field, or some other field, which is of 
extreme significance and importance, and possibly you will use some of these 
funds to make that rrojyect functional. Is this money loaned, granted, or what? 

‘Mr. Gartock. This is for purchase, so it would wind up as Government 
owned tools and facilitie The use to which it would be put, once acquired, 
would be a matter of whether it was something that we could well lease out, or 
whether it would be something of little or no value in the commercial market 
and we would have a maintenance problem.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


In 1954 the Department of Defense requested $500 million for mobilization 
reserve purposes including the purchase of machine tools; and construetion and 
acquisition of production facilities, including land, buildings and appurtenances. 
This represented the initial increment required to undertake a program of elim- 
inating the more important gaps in the mobilization production base. 

Congress appropriated $250 million for this purpose in lieu of the $500 million 
requested. In order to assure that these reduced funds will be used in the best 
possible way a determination was made not to obligate the funds until a thorough 
study could be made of the specific program requirements. Since these funds 
will be required in 1955, language was requested in the President’s budget to 
permit the $250 million to remain available for transfer and obligation during 
fiscal year 1955 

It is important that arrangements be made with these funds to maintain effec- 
tive potential production capacity, particularly in those instances where present 
producers are planning to close down military production lines. It becomes 
highly desirable to plan for rapid reconversion to military production by arranging 
for retention of the necessary supervisory staff and production know-how as well 
as the machine tools. Such plans must be made in such a manner as to permit 
rapid installation of the machines and a minimum break-in period for the labor 
force. This will permit earlier dates for significant volume production, which 
lessens the quantities of military items which otherwise would have to be stock- 
piled in advance as mobilization reserve stocks of finished material. 


CONTINUED AVAILABILITY OF FUND 


Mr. Gartock. Yes. First, I would like to say that in asking this 
committee to extend the availability of this fund for another year the 
situation is somewhat different than when we appeared before the 
House in that we have given further study to the problem and Mr. 
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Wilson has noticed that there appears to be an increasing requirement 
to have funds available to assure the actual continuation of the 
availability of this mobilization base. 

That comes about because, as he and Mr. Kyes, before he left, had 
reviewed it, had found there had been too many instances in which 
the initial contracting did not make proper provision for the preserva- 
tion of the base in such a manner that it could be put into operation 
promptly. 

Now, much of that information has come up through the Secretary’s 
level since our appearance in the House on this particular appropria- 
tion. Therefore, we are in effect presenting additional reasons largely, 
not appealing from the action the House took on the basis of this 
information which was before them. 


ADDITIONAL FACTS 


Senator FerGuson. In other words, as | understand it now, you 
have other facts that have developed that you feel should be pre 
sented rather than just an appeal from what the House did based on 
the facts that you gave them. 

Mr. Garwock. Yes, sir. 

Senator Ferauson. This matter has been before the Senate on 
previous occasions and we certainly want to get all the facts. 

Now, will you give us the facts on that? 

Mr. Gartock. Mr. Pike will give you that. 

Mr. Prxr. Mr. Chairman, I am appearing here today to present 


the Department of Defense position in regard to this $250 million 
fund for reserve tools and facilities. 

I have a prepared statement which, with your permission, I will 
submit for the record. I would like very briefly to sum up the major 
points involved. 

Senator Ferguson. Yes. 

(The statement referred to follows:) 


STATEMENT BY THE HONORABLE T. P. Pike, ASSISTANT SECRETARY OF DEFENSI 
(SuppLty AND Logistics) 


Mr. Chairman and gentlemen, I am appearing before you today to present the 
Department of Defense position on, and the need for the retention of, the $250 
million fund which was provided for in. the 1954 appropriations for the reserve 
tool and facilities program, 

The Department of Defense and the Office of Defense Mobilization are charged 
with the responsibility for providing a mobilization base that will be adequate to 
meet our needs in the event of war, including flexibility to meet changing require- 
ments due to technological developments. 

This responsibility will be met by providing equipment and supplies to meet our 
present and a part of our future requirements and to carry us over the period 
between M-day and the time that adequate production can be underway to meet 
fully our war needs. 

It is my intention to discuss with you today the machine tool and facilities 
program for M-day and how we plan to meet our responsibility insofar as M-day 
production capacity is concerned. Our program demands the following action: 

(a) Selection, retention, preservation, and storage of machine tools now owned 
by the Government, most of which are now in use on defense production. 

(b) Adding to the above by purchasing enough tools to round out the list in- 
cluding critical tools and those especially requiring a long lead time to manufac- 
ture. 

(c) Establishing and maintaining package plants for production of certain 
end items. 

(d) Inereasing capacity of the machine-tool industry for production of tools 
most needed during wartime and requiring a long lead time. 
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It has been and is the policy of the Department of Defense to use funds other 
than the $250 million involved in our discussion, insofar ag fands are authorized 
and available for such purposes. You may be assured that any expenditures 
from the special reserve tool and facilities fund will be made only after careful 
study and determination that the money is being expended most wisely and effec- 
tively for the purposes intended. 

It is quite probable that if authorized, some funds could be used wisely to sup- 
plement any funds otherwise available for each of the projects mentioned above. 
It is understood that funds for the preservation and storage of machine tools 
have been included in the budgets of the military departments, at least to a 
substantial extent, but may have to be augmented. 

The military departments have made within the last few months recommenda- 
tions for purchase of critical tools requiring long lead time to manufacture. These 
would cost roughly $400 million if purchased in their entirety. These projects 
are in the process of being reviewed very carefully before any recommendations 
to the Secretary of Defense are made in order that funds may be most effectively 
applied. 

As an illustration of the type of machine tools that are being considered favor- 
ably I will mention the 17 stretch forming presses recommended by the Air Force 
which require 8 months to a year and a half to manufacture and cost up to $500,000 
each. These machines would be needed for any substantial increase in our Air 
Force program and could be utilized to advantage even though the design of planes 
should be changed radically. There are only two manufacturers of this type of 
machine at present. There are needed also by the military departments boring 
machines, slab-type planers, gear hobbers, and other items of similar nature. 

It may be necessary to supplement by use of the above funds the funds avail- 
able for establishing package-plant units, if the number of such units is increased 
as rapidly as desired in the near future. A number of the pecnone plants may 
require the building of spec’al low cost dehumidified storage facilities adjacent to 
or nearby the manufacturer’s plant. The proper housing of these compact 
manufacturing-equipment units should be made available immediately upon 
termination of current Government contracts in order to avoid excessive handling 
of the machine tools and unnecessary temporary storage expense. 

The BDSA is currently assisting the machine-tool industry in supplementing 
its production capacity by adding so-called elephant tools needed to round out 
and increase their capacity for making critical machine tools. It is anticipated 
that no funds from the $250 million appropriations would be available to supple- 
ment BDSA funds. 

I sincerely hope that you will give favorable consideration to the presentation 
of the reserve tool and facilities program fund. It is definitely a part of our over- 
all planning. It would dangerously delay mobilization if this important fund 
were withdrawn from the budget. 


REASONS FOR FUND RESTORATION REQUEST 


Mr. Prxe. I have had a chance to discuss this matter in quite some 
detail with Mr. Wilson last week. I think there are two major and 
primary things involved in our request that this particular fund be 
restored. 

First and foremost is that it is pretty generally recognized that one 
of the most serious bottlenecks in each of our past mobilization 
efforts in getting production underway has been machine tools. 

Now, we have gone out to all of the services and requested from 
them lists of machine tools and projects identified with them which 
they think should be on hand for industrial mobilization base. 

We just 2 weeks ago received a list of such tools. The list came to 
a total cost of around $400 million. We were in the process of very 
carefully reviewing that list before any recommendation of Mr. Wilson 
for purchase is made. An intensive and careful review will be made 
to be absolutely certain that what is purchased is absolutely necessary 
and identified with sound programs. 

The second major point, and this point is what Mr. Wilson stressed 
most emphatically with me and it bears on Mr. Garlock’s point, is 
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the importance of the need to preserve currently owned machine tools 
as they are located in various plants, both Government-owned and 
industry-owned throughout the country, in a complete package, and 
preferably stored adjacent to the plants where they have been located, 
where the contract for tanks or whatever the item might be have 
run out. 

There is a necessity for special dehumidified storage and the ad- 
jacent location is important because experience of World War II 
indicated that when these tools were stored in various locations over 
the country they became broken, the packages were cannibalized or 
robbed and when the need for them came again fast we were not able 
to put our hands on them. 

Hence, in Mr. Wilson’s mind—this is his opinion and [ certainly 
share it myself—we have a very important and continuing need as 
current contracts run out to provide for this particular type of package 
storage of machine tools. 

These, I believe, are the two primary points involved. 


PLAN FOR PRESERVATION OF TOOLS 


Senator Ferauson. You say we had great losses in the other and 
I realize that. But what assurances are we going to get that we are 
going to be able to preserve these tools if this money is given and used 
for these tools? Have you a plan or a program now to spend this 
money and spend it so that we will actually get results from it? 

Mr. Pixs. Yes; I think the answer to that question is very defi- 


ritely yes, Mr. Chairman. 

We are working with each one of the services now as I indicated, 
as contracts are finished and are making every effort to secure this 
type of package storage for these tools. 

In some cases funds are available under the current appropriation 
and in other cases they are not. 

Where they are not, there is wastage, and removal of the tools to 
another location pending the time that proper arrangement can be 
made for them. 

Senator Fereuson. Have you any request for specific tools from 
the various services? 


PURCHASE OF NEW TOOLS 


Mr. Pike. Yes; we have. As I indicated on my first point on the 
purchase of new tools— 

Senator Ferguson. How much would you say is now planned so 
that you need money for new tools? 

Mr. Pixe. I think the best answer I can give to that question is 
that we have gone out to the services—this was done last Decem- 
ber—and we requested each one of the services to look at their pro- 
grams and to submit a carefully selected list of machine tools and/or 
production equipment for projects that were coming up. 

Just 2 weeks ago we received these lists back and in our office we 
are currently in the process of reviewing these requests. ‘The list 
totaled four-hundred-and-seven-odd million dollars. 

The Air Force with their peculiar needs for new and large-sized 
tools comprises the largest percent of the list and we are in the process 
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now of screening this list very carefully before we make recommenda- 
tions to Mr. Wilson as to just what should be purchased. 

Senator Fercuson. Why cannot you use part of the unobligated 
balances in the Army procurement and production for the project? 


NAVY PROBLEM 


Mr. Gariock. Mr. Chairman, in.the Army I think we can. The 
largest problem we have is with respect to the Navy, where their 
l-year procurement accounts do not carry over into the future to let 
us pick up the tools and this extra cost that is necessary and in spite 
of the fairly substantial amount in the Air Force in the aircraft 
account, 

We think we will probably have to supplement that to some extent 
because the aircraft contracting will need most of the money that is 
available. 

But on Army I think we can probably handle that without any 

Senator Fercuson. Can you not transfer that from the Army 
Reserve over to the other two services? 

Mr. Garitock. No; we don’t have that authority. 


INVENTORY PRACTICES 


Senator Ferauson. Mr. Pike, I just want to make a frank statement 
on the record. I think I appreciate your trouble when you were saying 
about the loss of these tools that there has not been the care taken 
with inventory. There is a feeling, and we might as well be frank 
about it—if we are going to correct it we have to be frank about it 
lack of regard in the services as in the past on the question of inventory. 

I think the time has come when the services have to do something 
about this inventory question. I realize how big it is. There are 
4 million different items. 

| realize what it is, warehousing and keeping track of items is an 
enormous job. After all, they are dollars. 

Mr. Gartock. Essentially what the Secretary is talking about here 
is breaking this down into smaller workable units and having them 
maintained by a manufacturer who has an interest in seeing that 
these tools are maintained so that if he is called upon to stop his 
normal civilian production and go into military production he is 
ready to go right now. He is not going to have to hunt all over the 
country to find the missing tools. 


FORD MOTOR CO. CITED 


Senator Ferauson. That is in line with what I would like to see 
done on this inventory. 

As I understand it, I would like to give you an example, to see if 
it is proper. 

Recently the Ford Motor Co. in Detroit had a plant for tanks and 
they had it all machine tooled up ready for the manufacturing of 
tanks. We didn’t need it for tanks at the time. 

Now, they wanted to use that facility to build Ford gears for auto- 
mobiles. So they shifted all those tools in storage for the day—let 
us hope it never comes——that they will have to put them back in to 
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make tanks so that they would be ready to make tanks within the 
time that it would take to move their tools out and these tools back. 

But, of course, if you are going to send those tools that they took 
out of the plant to the 4 corners of the United States and then not 
have proper inventory of them, you get 1 tool back and you will 
not get the other one and the first thing you know you have to retool. 

Now, is it to do what I think they are doing in that particular 
plant, to warehouse, store, and inventory those tools so that if the 
case came we had to have them we could move them back in and 
start to work? 

Mr. Pike. In a single plant that is precisely the essence of Mr. 
Wilson’s thinking and planning on this matter, Mr. Chairman. 

Senator Ferauson. You are going to plan for a plant to manu- 
facture something and package those machine tools? 

Mr. Pike. That is correct. 

Senator Frerauson. Instead of sending so many planers to a ware- 
house and so many boring machines, and so forth, you are going to 
try to have them packaged for that plant so that they will be able 
to be moved back in as a unit? 

Mr. Pike. That is precisely the plan and purpose. 


MACHINE TOOL INVENTORY 


Senator Hayprmn. Do you have at this time anything like accurate 
inventory of machine tools? 

Mr. Pike. Senator, we have an inventory program underway at 
the present time. It is not a perfect inventory. We have had several 


teams going out in the field making spot checks at these various 
points where machine tools have been stored. These teams have 
been checking on such matters as the accuracy of the inventory 
records that we are keeping in the Department of Defense and the 
records in the field and the actual count. 

We are checking such things as the condition of the machines, as 
to the accuracy of the description, and so forth. 

We are finding in some storage depots a very excellent situation 
exists. In other areas we find some bad conditions and we are inform- 
ing the service who has the particular warehouse under their contro! 
of the precise conditions that we have found and calling on them to 
take action to correct the deficiencies that are found. 

Senator Haypren. How long do you estimate it will take to com- 
plete the inventory? I am talking about machine tools only. 

Mr. Pixs. That is right. That is what I have reference to also, 
Senator. I wonder if I can ask Mr. Turner in our production depart- 
ment. 

Mr. Turner. We have our first inventory, it was due the 31st of 
December. It was not a good inventory. I think it will be another 
year or year and a half before we get what I would accept as good 
inventory. 

Senator HaypEen. Do you have any idea how much value and money 
is involved in those tools? 

Mr. Turner. There are supposed to be 500,000 machine tools total 
inventory. I don’t know what the present-day value would be. It 
would be a let of money. 
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This is the first time we have ever attempted to take a complete 
inventory of everything that the Defense Department owns. 

Senator Haypen. I think there are some items that the Defense 
has that the inventory could wait on more than it could wait on the 
machine tools. 

Another thing is that the tools that you have stored, do they fit 
in the new designs? 

Mr. Pixr. Some of them do, and some of them don’t. We are 
finding that we have some old tools and we are finding some tools 
that probably would not be satisfactory or usable. That is a proper 
part of this inventory-taking program. We put the old and outworn 
ones in the disposal channels so that we don’t have records at head- 
quarters of machine tools without condition or age that someone would 
plan on as a usable tool. 

Senator Haypren. There are special tools designed for certain 
purposes. 

Mr. Pixs. That is correct. 

Senator Haypen. You change the design of the tank, you change 
the design of the bomber. Are the tools that were used to make the 
tank or the bomber useful now? 

Mr. Turner. Not necessarily. 

Senator Haypen. I can understand to an extent, but there must be 
certain features that become useless. 

Mr. Turner. The basic tool might be all right. We could use that 
in a dozen different places, but we would have to change the special 
tooling on that. That we check all the time. 

On the storage thing Mr. Pike mentioned we are constantly checking 
these depots to see how they are stored. We take machine-tool 
builders with us. We take used machine dealers with us. We take 
50 tools from our inventory, check the record, and we verify that those 
tools are there. 

We physically look at them. Then we take a list of 50 tools from 
their record and bring it back and see if our record agrees with it. We 
find that it— 

Senator Feravson. Do you have the warehouses picked for these 
tools we are talking about? 

Mr. Gartock. Under this program we are having here, as Mr. 
Wilson foresees it, as I understand it, anyway, he will have to be in a 
position to make arrangements, a variety of arrangements with in- 
dividual contractors. Some contractors will have more space in their 
present facilities than they want to use for peacetime production and 
then can accomplish the storage in part of the facility that is already 
there. 

In another case he may want to use the entire facility in which case 
we would have to arrange with him for the construction of space either 
adjoining or in the immediate vic inity. 

We would keep the maintenance of the tools under his responsibility. 

Senator Fercuson. He would really be responsible for the ware- 
housing of the tools? 

Mr. Gartock. That is right. 

Senator Fercuson. It would not be what is known as public ware- 
housing? 

Mr. Prxe. No; definitely not. 
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Senator Ferauson. Is not that where you got into a lot of trouble 
when you moved them into public w arehouses? 

Mr. Pike. When they were dispersed and scattered among the 
various facilities available. 


Mr. Gar.tocx. We won’t be able to store all our tools by this 
method. We want to follow this to the extent we can. 


COMMUNICATION 


Senator Fereuson. Let me read what a small-business specialist 
wrote to the chairman of the Appropriations Committee: 


In this connection I would advise that I am a small-business specialist at the 
Rock Island Arsenal, a position I have held since June 1951. Prior to that 1 
managed a structural-steel plant in which position I was foolish enough to con- 
tribute financially to a small-business organization, which put such pressure on 
Congress that they ordered the armed services to put these small-business spe- 
cialists in all procurement oflces. 8 

My observations for tne last 24 years have been that any good tnese specialiste 
have done to small business have been counterbalanced by the harm thev havt 
done others by encouraging them to take on Government orders the y did no 
have the equipment or the know-how to do. These specialists toge ther with 
their control officers in the Pentagon are undoutedly costing several million dollars 
a year and the sooner they are done away with the better for all concerned. 


TOTAL SPECIALISTS 


Now, what is the purpose and the accomplishments of the admin- 
istration and these specialists? Can anybody answer that question? 
Mr. Prxe. That is not in connection with the machine-tool subject. 


Senator Ferauson. How many specialists have you and what does 
it cost us? 

Mr. Prxe. I believe the number, and I would have to check this 
to be certain, is some 210. That is the figure that comes to my mind. 

These specialists, as I understand it, have been installed in these 
procurement offices at the instigation and rather much at the request 
of the Small Business Administration. They feel that this type of 
personnel is necessary to work with tbe different military-procurement 
officers to see to it that small business does certainly get a chance to 
bid on that type of business that they are qualified to bid on. 

Senator Fercuson. I happen to be chairman of the Small Business 
Subcommittee that has to do with military procurement and we have 
the same question in there but I did think we ought to get this question 
answered on the Appropriations Committee. 

Mr. Gariock. May we provide a fuller statement? 

Senator Fereuson. Yes. I have some questions attached to it, 
if you will give me answers to those for the record. 

Mr. Pixe. We will be ver y happy to. 

(The information referred to follows:) 

ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., May 18, 1954 

Hon. Homer Frrevson, 


Chairman, Armed Services Subcommittee, 
Senate Appropriations Committee. 
Dear Mr. CHArrRMAN: Last Thursday morning you asked me about the number 
of small business specialists and what they are costing the Department of Defense 
Our records show, as of February 1, 1954, that the Department of Defense had 
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219 specialists spending either their entire time or part of their time on this 
operation. Below is a table showing the total number and their costs: 


| 
| Compensation | Number 


Arm) $434, 119 
Navy 111, 60 
Air Force 233, 40 


Total 780, 11: 219 


Another question that you asked me was, “Why do we have small business 
specialists?” 

The Armed Services Procurement Act of 1947 was signed by the President on 
February 19, 1948, to become effective May 19, 1948. In this act the Congress 
embodied its long-ceclared policy that a fair proportion of the total purchases 
and contracts for supplies and services shall be placed with small business concerns 

Since 1948 the Congress has consistently reiterated a sincere desire that small 
business receive a fair proportion of the Department of Defense procurement 
dollar 

We believe that small business specialists have been and will continue to be a 
fundamental key in our efforts to achieve the objectives of carrying out the intent 
of Congress 

There is enclosed a copy of the testimony by the Honorable C. S. Thomas 
before the Select Committee on Small Business, United States Senate, on March 
31, 1954. I think this presentation sets forth the success of our small business 
program 

If | can be of further help on this matter, please let me know 

Sincerely, 
T. P. Pixs 


TresTiMONY BY HonoraBLe ©. 8. Toomas, AssisTANT SECRETARY OF DEFENSE 
SuppepLy aNpD LoarstIcs) 


Mr. Chairman and members of the committee, I am pleased to have this 
opportunity to appear before you today to discuss the small business poliey of 
the Department of Defense and to give you a report on the proportion of military 
contracts which have been awarded to smail business concerns 

First, let me say to you that the Department of Defense has a vigorous and 
effective small-business program. The military departments are giving their 
enthusiastic support to this program and are directly responsible for the accom- 
plishment we are able to show under the program 

Procurement records over the years show that, given a fair chance, small 
business concerns can more than hold their own in competing for the types ot 
contracts they are capable of handling. We know that in a good many cases 
the effort to assure small business concerns a full opportunity to participate in 
defense procurement more than pays off in money saved. We think it essential 
to make certain that our procurement practices are so conducted as to enable 
small concerns to compete fully and on a fair basis for supplies and services which 
they are capable of furnishing, thereby enabling them to make their full contri- 
bution to defense production 

I should like to highlight at this time some of the important parts of the pro- 
gram which assures small business the full opportunity to participate in defense 
procurement 

a) Utilization of small business productive capacity in the industrial mobiliza- 
tion program of the Department of Defense. 

(6) Maximum use of available industrial capacity 

c) Review of military requirements and procurement methods for the purpose 
of assisting small business 

d) Training programs for procurement personnel covering the problems of 
small business 

(e) EKneouragement of subcontracting. 

f) Adoption of a broad publicity program. 

(g) Appointment of small-business specialists in procurement offices to increase 
sinall-business participation in defense procurement. 

The success of the program, as I mentioned before, has been and is due to the 
support of the military departments. They made careful selection of the small- 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 153 


business specialists who were assigned to the major procurement offices to devote 
full time to assisting individual small concerns, and to assist the contracting 
personnel in these offices. The small-business specialists have been, and will 
continue to be, the fundamettal key in the efforts of the Department of Defense 
to achieve the objectives of awarding to small business a fair proportion of military 
contracts, 

Up-to-date listings of qualified suppliers are maintained in all purchasing 
offices of the Department of Defense. Small concerns are encouraged to qualify 
as bidders for those items they are capable of manufacturing. 

Information with respect to proposed precurements in excess of $10,000 is 
teletyped daily to the Chicago office of the Department of Commerce for publi- 
cation in the daily Synopsis of Proposed Procurement and Contract Awards 
Information. Manufacturers and suppliers may subseribe to this publication 
for $7 per year 

Military purchasing offices also furnish the Department of Commerce with 
information concerning awards of unclassified contracts in excess of $25,000 
Small-business concerns are thus able to obtain information with respect to 
military prime contractors and thereby ap; ly for subcontracting work. 

In addition to our own small-business program we have a program of cooperation 
with the Small-Business Administration tepresentatives of that agency 
assigned to the major procurement activities of the military departments. These 
SBA representatives are authorized to participate with the military small-business 
specialists in the screening of proposed procurements to determine those suitable 
for performance by small business. During the screening process, the rej-re- 
sentatives of the two agencies may jointly determine that all or; art of a procure- 
ment shall be awarded to small business. Such a determination is authorized 
by the act creating the Administration and when made is binding on the contracting 
officer. However, provisions have been made whereby joint determinations may 
be revoked if they prove to be a detriment to the Government’s best interests. 

I should like to give you some statistics which reflect the position of small 
business in defense procurement I welcome this opportunity because unfor- 
tunately statements in the press have led the public to feel that small business 
may not be getting its fair share of the procurement dollar, and that furthermore 
its share is declining. 

The percentage of contracts awarded to small business depends upon the type 
of procurements being made. 

In the fiscal year ending June 1950 I understand the military departments 
spent a little over $5 billion for supplies and services. Of this total, small business 
was awarded about 24 percent. The percentage to small business was this 
high because of the types of procurements being made. We were not buying 
planes, ships, tanks, and heavy equipment in any quantities 

With the start of Korea, military procurement began increasing until the 
peak was reached in fiscal year 1953. During this period the military departments 
spent $41 billion and the percentage to small business dropped to 17.1 percent. 
In 1951 and 1952 the departments were placing large contracts for planes, tanks, 
ships, and heavy equipment 

During fiscal year 1953 we were still buying quantities of supplies and equip- 
ment which were not suitable for small business. For this period departments 
spent approximately $28) billion, of which over $14 billion was spent for aircraft 
and related equipment. Small business received 16.1 percent of this $28% billion 

On the other hand, total procurement for the 6-month period ending December 
31, 195% totaled about $4% billion, which was a large decline for this period 
compared with the $284 billion of fiseal 1953. This was caused by the lack of 
purchases for aircraft, tanks, and other heavy equipment. As a result of this 
type of procurement the percentage of the total prime contract dollar received 
by small business rose to 27 percent. This percentage compares with 24 percent 
for the fiscal year ending June 30, 1950, when we were buying similar types of 
procurements. 

These statistics showing the small business participation are based on per- 
centages of total purchases. They do not tell us whether small business has 
received a fair portion of defense contracts which are potentially suitable for small 
business. Because of this, in connection with our screening process a reporting 
system was developed to reflect military procurements. potentially suitable for 
small business, and the percentage of that potential actually awarded to small 
business. Reporting on this basis began January 1, 1952. 

During the early months of the screening program, small business was getting 
about 60 percent of the suitable contracts. This figure has risen to where small 
business received an average of 74.2 percent of the contracts considered suitable 
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each month during fiscal year 1953. In the 6-month period ended December 31, 
1953, this figure was 75.2 percent. 

We are firraly seatanel that establishing the amount of tota) military business 
potentially suitable for small firms is essential and the only fair yardstick for 
measuring the share obtained by small business. In addition, this procedure 
tends to point out the area in which more concentrated efforts should be directed 
toward helping small business. 

The above figures do not take into consideration the large amount of subcon- 
tracting which has been done by small business. With the 3 fiscal years since 
Korea, from July 1950 through June 1953, the military departments contracted 
for a total of $100.6 billion with business firms in the United States. Of this 
total, small business received $18.1 billion in prime contracts. 

The survey of small business and defense subcontracts conducted by the 
Select Committee on Small Business, United States Senate, provides some basis 
for estimating small business participation in subcontracting when reasonable 
assumptions are made as to the amount of subcontracting from the first tier. 
Through the second tier of subcontracting, as much as 20 percent may be esti- 
mated to be subcontracted to small business. Taking this estimate into con- 
sideration, small business received approximately 35 to 40 percent of the overall 
contract dollar 


In closing, I should like to assure you that it is our earnest intention to 
energetically continue our small-business program. 


ESTIMATE OF TOOLS NEEDED 


Senator Ferouson. Another question, Mr. Garlock: I have noticed 
in the House testimony that you agreed that even though you have 
no specific program you believe that during the fiscal year 1955 it 
might be advisable to provide certain tools not now in existence. 

I should like to know upon what factor you base your opinion. 

Mr. Gartock. We have requests of the Department at the time for 
their estimate of the tools they might need that they could not other- 
wise provide for. 

Mr. Pike says we have received that request. It amounts to $407 
million. 

I have reservation whether or not all would have to be provided 
from sources ot er than appropriations. It was on the basis of know- 
ing that that study was in process and knowing something of their 
problems that I assumed that by fiscal 1955 some of this program would 
have solidified to where it would be ready to go under contract. 

Senator Ferauson. I assume that when these 1 requests come in 
that really some thorough checking is going to be done to know whether 
or not they will need this $407 million worth, or whether or not you 
can resegregate, let us say, or segregate these machine tools into these 
so-called packages so that we are not just accumulating tools. 

Mr. Pike. Mr. Chairman, we are under specific instructions from 
Mr. Wilson to do exactly that. Mr. Warren Webster in my office, 
Director for Procurement Production Policy and his staff director for 
production, Mr. Ken Turner, who is present here today, has that as a 
very major project underway at the present time. 

[ think you may be assured, sir, that nothing will be recommended 
for purchase that has not been most carefully screened and checked 
and certainly the necessary requirement for this industrial mobiliza- 
tion program. 

Senator Ferauson. We all appreciate that one of the dangers is 
that if you do not have these tools, and we do have to go to war, 
and we have to have material to fight that war, it takes time to get 
the tools made. You cannot make the product until you get the 
tools. 
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As Biil Knudsen used to say, ‘““Time alone won’t do this.”” You 
cannot use 2 hens on the nest to hatch the eggs any faster than 1 
can do it. 

And therefore, by just dollars you cannot solve your problem now. 
But we do not want to waste our money and make a lot of tools and 
then find that the tools are obsolete or that you find that half of the 
line of tools you have and the other half does not exist and therefore 
you cannot go ahead anyway. 

Mr. Pixs. That is correct. 


AVAILABILITY OF PRIVATE TOOLS 


Mr. Garuock. One of the problems that Mr. Wilson has been 
addressing himself to, Mr. Chairman, is that in some of these plants 
part of the tools are ours and part of them are the privately owned 
tools. 

Now, we have to come to an understanding with the manufacturer 
so that the other half remains available, too. 

The private tools have to be made available and you have to make 
an arrangement with the manufacturer so that he keeps an actual 
capability of going back in production. 

It not only means tools, it means floor space, it means working 
organization, supervision, purchasing, and the whole thing. 

So his view on this is to have some thing that is not just a pile of 
tools, but is an organization with people, space, and equipment. 

So that you tell them to start producing this item, they have the 
means of doing that. 


Senator Ferauson. What kind of contract do you usually make 
with these production people to store these teols? Do you have to 
pay storage on them? 

Mr. Garuock. Yes, sir. 


STRETCH-FORMING PRESS 


Mr. Pike. Mr. Chairman, as an example of the type of machine 
tools that are under consideration in this program the services have 
just reported in to us on, I would like to mention one item of 17 
stretch-forming presses. 

As I understand it, this is a new type of machine tool that is in 
consonance with the advancing technology in aircraft production. 
These tools require all the way from 8 months to a year and a half 
lead time to make. There are only two manufacturers in the country 
that make them and they cost approximately a half million dollars 
apiec e, 

Of course, if those tools that are necessary for a specific aircraft 
that has been through the complete design, prototype stage and ready 
for production have to wait on that sort of thing, those partic vular 
aircraft are going to be put off that much farther in the future in their 
actual production. 

Senator Ture. How many years have you been storing some of 
these tools now? 

Mr. Pixe. Some of them go back to post-World War II days as a 
part of the national industrial reserve, Senator. 
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Senator Tuyr. It is reasonable to believe that some of those tools 
would be obsolete? 

Mr. Pike. Yes. We have a very good inventory of the relatively 
few tools that ac tually remain in the plants under that program. 


REPLACEMENT OF TOOLS 


Senator Taye. How often do you go back and replace the tools 
to determine whether thev have become obsolete and therefore they 
should be offered for sale or make some plan to dispose of them because 
I could visualize if you were paving storage, it would not. take many 
years until you would have a terrific bill charged against that tool 
for just plain dead storage and it would be obsolete. 

Now, I could see that someone could go on and charge 10 years of 
floor space in some corner of his plant which would represent thou- 
sands and thousands of dollars and the tools would not be worth the 
weight of scrap iron. That is the question that now occurs to me. 

Senator Ferguson. Are we going to avoid that? 

Mr. Garnock. I am quite sure if my discussion with the Secretary 
that his idea is to keep a live inventorv here and a live organization 
to use them. His own industrial experience has been such that T am 
sure that that is what he would have in mind, 

So that if something came in that they would have use for them, 
they would actually come in operation. 

Senator Ferauson. When [| was on the Truman committee our 
difficulty was this, that they found all the old bolts and parts for the 
wagons from the Civil War stored away in nice shape, oiled and 
protected 

Senator Taye. Mr. Chairman. it just came to my attention recently 
that they were still storing horse collars from the old artillery harness 
and they were stil] storing some bridle bits. 

I am just wondering now, are we going to awaken some day to find 
that vou have some tools that you have already paid out thousands 
of dollars in storage and you are still paying on and they could not be 
used for anything but antiquated equipment? 

Mr. Pike. Senator, we would certainly be remiss in carrying out 
our obligations if we allowed that sort of situation to exist. 

As an example of the type of men we have working on this problem, 
our director, Warren Webster. who has these problems under im. 
mediate cognizance, is himself in the manufacturing business and he 
and his own company in World War II were asked to bid on some 
ammunition. He told me the storv himself. His own men went 
down to look at the tools that were offered. It is a good thing he went 
down and took a look at them and did not wait until they were de- 
livered and count them because they wouldn’t do. 

Senator Fercuson. When we looked into this shortage of ammuni- 
tion we found exactly what you are saying that these people came 
back and said, “Well, when they furnished us these tools, they weren't 
tools to make the ammunition’ We couldn’t use them.” 

Mr. Pike. T just bring out that point to indicate that we are bring- 
ing men into the organization: we are not just relying on Mr. Wilson’s 
vast experience. 

We have Mr. Webster: and Mr. Turner’s life has been spent in the 
automobile industry. We have men who are familiar from firsthand 
life experience with these problems. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 oé 


As I say, on Senator Thye’s comment, we would be remiss if we did 
not do a good job on our inventory in rejecting and putting into sur- 
plus for disposal these outmoded and antiquated tools which would 
do nobody any good in the event they were needed. 

Mr. Gartockx. You remember in order to get industry back on a 
peacetime basis we made the vast tool supply of the armed services 
available. 

So all we got was what was left. This time we are holding the tools 
that we require to do the job. There is not that pressure from in- 
dustry; there is not the need of industry to get these tools to maintain 
their civilian production. 

Therefore, 1 think we have an opportunity. In the other way we 
acquired all the old ones, all the obsolete tools stayed with us. The 
really good ones were bought off. 

We think this time we are in a position to maintain, to get, and to 
add on to our inventory, the ones we need, 

Now, unless there is a review of the inventory at reasonalby regular 
intervals what Senator Thye indicates might happen, and would 
happen. 

Senator Ferauson. The responsibility of deciding that that is junk. 

Mr. Garuock. That is right, and if we come to a particular item 
for which we are tooled up and say this will not produce, then we have 
to clean out the tools and retool for the new item. 

Senator Ferauson. 1 appreciate the great skill Mr. Wilson has 
and Mr. Pike and these gentlemen have, but we do have to give you 
a little warning that in the past we have found some very bad 
situations. 

Mr. Garztock. The past experience would be very helpful if the 
Senator would bring it to our attention so that we would not forget it. 

Senator HaypeNn. It is true that great pressure was put on the 
Congress at the close of the war to release some machine tools for 
production. 

As I say, they took what was needed and left the rest and that is 
what you have. I think this plan is sound. 

Senator Frrauson. It sounds good. That is the reason we are 
spending as much time now to try to get this worked out, because | 
think the House from what you told them have not sufficient facts. 
I think we ought to be frank on that. This is a new thing now that 
you are really presenting. 

Mr. Loftis. 


SALARIES AND EXPENSES, OFFICE OF PUBLIC INFORMATION 


STATEMENT OF J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINIS- 
TRATIVE SERVICES 


Amounts available for obligation 


Estimate, Estimate, 


Description Actual, 1953 1954 | 1956 


Appropriation or estimate. . - . a L $550, 000 $450, 000 $500, 000 
Unobligated balance, estimated savings 15, 855 


Total obligations 534, 145 450, 000 500, 000 
OBLIGATIONS BY ACTIVITIES 


Public information \ 534, 145 450, 000 500, 000 
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PREPARED STATEMENT 


Mr, Lorris. Mr. Chairman, before I take up the changes we would 
like in the House bill on the salaries and expenses appropriation for 
running the Secretary’s Office, yesterday you asked that we introduce 
in the record prepared statements on those appropriations on which 
no changes were desired. 

I have the prepared statement covering the Office of Public Infor- 
mation. 

Mr. Wilson has personally reviewed the public-information pro- 
gram of the Department of Detense and has concluded that a better 
public-information program can be accomplished at less cost to the 
taxpayer and is proposing a reduction of about a million dollars in 
the funds that are available this year. 

Senator FerGuson. We will insert your prepared statement in the 
record, 

Mr. Lorris. Thank you, sir. 

(The material referred to follows:) 


STATEMENT OF J. R,. Lorris, Drrecror, Orrick Or ADMINISTRATIVE SERVICES, 
Orrick OF THE SECRETARY OF DEFENSE IN CONNECTION WITH THE ESTIMATES 
FOR THE APPROPRIATION “SALARIES AND EXPENSES, OFFICE OF PuBLic IN- 
FORMATION” FOR THE FiscaL YEAR 1955. 


Mr. Chairman and members of the committee, Secretary Wilson has proposed 
to the Congress for the fiscal year 1955 a reduction of $1 million, or about 22 
percent, below the amounts provided for public-information and public-relations 
activities for the Department of Defense this year. In presenting this plan to 
the House, Mr. Wilson stated that it was his conviction, based upon his experience 
of the past year, that we can carry out this program with substantially less people 
and at less cost to the Government than is now the case. The military depart- 
ments and the Office of Public Information have been informed of these decisions, 
and plans are now well advanced to reorganize the public-information and public- 
relations activities to carry out the Secretary’s objectives. 

Last year the Congress provided $4.5 million for these purposes, and the Secre- 
tary is planning to reduce this to $3.5 million. Of this total, $740,000 will be 
made available to the Office of Public Information in the Office of the Secretary 
of Defense, which includes approximately $240,000 representing the estimated 
cost of pay and allowances for approximately 40 officers supplied by the military 
departments. This is a reduction of $227,000 from the estimated expenditures 
this year, and $278,000 less than was spent in fiscal year 1953. Expenditures 
within each of the military departments for public-information and public-rela- 
tions activities will be limited to approximately $920,000 for each department 
during the fiscal year 1955. 

It is the Secretary’s view that even with this small amount of money, we can 
conduct a comprehensive public-information program by proper organization and 
coordination, which will meet the needs of the Congress and the public. Public- 
information activities of the Department of Defense exist solely to provide 
Members of Congress and the American public with a straightforward story in 
regard to the major activities, the needs and the objectives of the Department 
of Defense and to inform the Congress and the public of the relation of these 
activities to the overall Government policy. 

The Department of Defense has requested and the House has recommended 
$500,000 in direct appropriations for the Office of Public Information, together 
with a limitation of $3.5 million for public-information and public-relations 
activities throughout the Department of Defense. We believe these amounts 
are the minimum required to develop a public-information organization needed 
to carry out the program outlined by the Secretary of Defense. 
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Senator Haypen. Is this reduction of $1 million in public-informa- 
tion activities below the amount authorized by the House? 

Mr. Lorris. No, sir; it is a reduction of a million dollars below 
the amount made available by Congress this year. The House has 
approved the full amount of the request which Secretary Wilson 
made, $3,500,000. 

Senator HaypEN. What I was trying to get at was whether we are 
going to be able to reduce the total of this bill by a million dollars or not. 

Mr. Lortis. No, sir; that reduction has already been proposed and 
was accepted by the House. 


PUBLIC RELATIONS 


Senator Ferauson. Could we ask a few questions on this public- 
relations matter? 

Mr. Lorris. Yes, sir. 

Senator Ferauson. Is there not something that can be done to 
concentrate your public relations in W ashington so that the people 
can really get this picture on this defense? 

Of course, that is the only purpose of public relations. We do not 
want to use it as a lobby on Congress because we want to get that 
here in the committee room from the people who know. 

But there are certain things that the public should know in relation 
to the whole defense program. 

I just felt, as I traveled from base to base, that the public relations 
there is not as important as being geared to an overall program to give 


the people an idea as to what is going on. 
Now, is that the purpose of trying to bring more of it here in 
Washington, to give the picture to the public? 


STATEMENT OF SECRETARY WILSON 


Mr. Lortis. Mr. Chairman, I might quote from the statement 
that Secretary Wilson made to the House committee when he was 
presenting this program to them. He said: 

As a result of my experience as Secretary of Defense and from my previous 
experience, I believe that public information activities of the Department of 
Defense exist solely to provide members of Congress and the American public with 
a straightforward story in regard to the major activities, the needs, and the 
objectives of the Department of Defense, and to inform the Congress and the 
publie as to the relationship of these activities to the overall Government policy. 

Mr. Gartock. Mr. Seaton, after reviewing the amount of person- 
nel and funds utilized for public information, thought that they could 
do a better job in Washington with fewer people throughout the entire 
system. 

Therefore, they proposed a reduction in the limitation of from 
$4\% million, which Congress provided for the current year, to $3) 
million for next year. 

Senator Ferauson. I appreciate how the bases feel. Each base 
feels that it is a unit unto itself and any publicity they can get locally 
there is valuable. 

But I do not think it gives the people the picture of the entire 
program to do it that way. 

I share the views of Secretary Wilson on trying to solve this problem 
of public relations; it is important. We must bring the services to 
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the attention of the public, and not through leaks but through infor- 
mation that goes to all the people. 


SALARIES AND EXPENSES, OFFICE OF THE SECRETARY OF DEFENSE 


Amounts available for obligation 


; ns Estimate, | Estimate, 
Actual, 1953 1954 1955 


$14, 000, 000 $12, 800, 000 $12, 500, 000 
372, 560 -—100, 000 


13, 627, 440 12, 700, 000 12, 500, 000 
OBLIGATIONS BY ACTIVITIES 


Direction and coordination of defense 13, 627, 440 12, 700, 000 12, 500, 000 


PREPARED STATEMENT 


Mr. Lortis. I have a prepared statement also outlining our needs, 
as we see it, for the restoration of $500,000 that the House cut from 
our appropriation request of $12,500,000 for the expenses of the 
Secretary’s Office. 

With your permission I will introduce that statement in the record. 

Senator Frreuson. Yes, that will be placed in the record. You 
may proceed, Mr. Loftis. 

(The material referred to follows:) 


STaTeEMENT or J. R. Lortis, Direcror, Orrick or ADMINISTRATIVE SERVICES, 
IN CONNECTION WITH THE ESTIMATES FOR THE APPROPRIATION “‘SALARIES AND 
EXPENSES, Orrice OF SECRETARY OF DEFENSE” 


Mr. Chairman and members of the committee, when Secretary Wilson assumed 
office a little over 16 months ago, the expenses of the Office of the Secretary of 
Defense were running at the rate of approximately $14 million a year, not counting 
the costs of the pay and allowances of military personnel assigned to the Office 
of the Secretary which, if added to this, are estimated to amount to almost another 
$6 million a year. Last year we outlined to this committee our plans for a pro- 
gressive reduction in these costs. Substantial progress has been made this past 
year toward the achievement of the goals initially established to the end that there 
has been a reduction of approximately 15 percent in these costs, which is reflected 
in the estimates of appropriations requested for these purposes for the fiscal 
year 1955. 

With the authority provided by the Congress in Reorganization Plan No. 6, 
approved last summer, the Secretary has redefined the functions to be performed 
in the Office of the Secretary of Defense, clarified the lines of authority between 
the Office of the Secretary of Defense and the military departments, and fixed 
responsibility in his principal staff assistants in clearly defined areas. To assist 
him in these tasks, Secretary Wilson has appointed to key positions competent 
men with wide experience in industry, the professions, and Government with the 
view that more effective results can be accomplished with fewer but more highly 
qualified people. Under this concept, it is presently planned that we shall need 
during the fiscal year 1955 an average of approximately 1,500 full-time civilian 
employees, with about 560 military personnel assigned, or over 20 percent less 
than the numbers employed in these activities when Mr. Wilson came in @ year 
ago in January 

The estimate of $12.5 miilion in direct appropriations for the Office of the Secre- 
tary of Defense will provide the funds required for the development and super- 
vision of improved plans and programs for the Department of Defense in such 
fields as budget and fisca! affairs—manpower and personnel matters—legislative 
and public affairs—international security affairs—construction, maintenance, and 
real property management—procurement, production, and supply matters— 
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research and development—weapons evaluation—atomic energy matters—applied 
engineering—health and medical matters—and strategic, logistic, and other 
military planning activities of the Joint Chiefs of Staff. 

The House, in its consideration of the appropriation request for the Office o 
the Secretary of Defense, reduced the estimat2 $500 thousand. In the light of thi 
action, we have again reviewed our requirements to determine what adjustmen 
in the initial plans may be appropriate in light of any changes which have occurred 
since those plans were developed. As a result of this review, it appears that som 
further reductions may be effected in certain activities, but in other areas the 
reduced levels initially planned appear now to have been greater than justified 
Some examples of areas where it now appears more emphasis should be placed 
than originally anticipated include the review of construction and maintenance 
programs, the review and analysis of materiel requirements, and surplus propert) 
disposal. In addition, since the initial estimates were presented to Congress 
there has been a joint review of the entire Federal cataloging program by tl 
members of the House Committee on Government Operations and representativ: 
of the Office of the Secretary of Defense, with the resulting general agreement 
on a plan for accomplishing the objectives of this program by September of 1956 
with some additional support required for the central cataloging operation in the 
Office of the Secretary of Defense. Overall, it is believed that these adjustments 
can be made within the framework of the initial estimate of $12.5 million, but 
there is every evidence that the full amount requested will be needed. We are, 
therefore, asking this committee to restore $500 thousand (the amount reduced 
by the House) to the appropriation for salaries and expenses of the Office of the 
Secretary of Defense. 


SALARIES AND EXPENSES, OFFICE OF SECRETARY OF DEFENSE 


(P. 2, line 20) 
1954 appropriation $ , 099 
1954 revised appropriation (plus or minus transfers) 2, 800, 099 
1955 estimate 2. 500, 090 
House comreittee 090 
House floor 


(House hearings, p. 396) 
The Office of the Secretary of Defense requests the following amendment: 


PROPOSED AMENDMENT 


Page 2, line 20, strike out ‘‘$12,000,000” and insert in lieu thereof ‘‘$12,500,000’’, 
the original estimate and an increase of $500,000 over the House-approved amount 


EFFECT OF PROPOSED AMENDMENT 


Restoration of the House reduction of $500,000 will provide the full amount 
the appropriation requested to meet the necessary expenses of the Secretary’ 
Office during the fiscal year 1954, including the funds required to further impl m 
the reorganization in progress this past year. 


HOUSE REPORT 


On page 11 of it report, the committee stated that some savings had already beon 
effected in activities under the Office of the Secretary and that further econom 
were indicated for the ensuing fiscal year. The committee also felt that generall 
more effective administration would result from overall enforceable policy direc- 
tives and guidance than from too detailed an involvement in the operations of 
the individual services. 


HOUSE HEARINGS 


‘‘Boards and committees and panels abolished 


“Mr. Wiae_eswortn. I forget the number, but it was stated last year that 
there were innumerable boards and committees over there in the Pentagon. 

“Mr. Lortis. Yes, sir. 

“Mr. Wia@LeswortnH. As I remember it, and I do not want to misquote him, 
Secretary Wilson indicated that he was not very strong for the committee system, 
that he liked to appoint competent individuals and hold them responsible. 
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“Mr. Lortis. We are working up the specifics on this, but I have some rough 
pencil figures here, to give you an indication. 
“Mr. WicGLeswortn. It will be interesting either now or when you revise 
your remarks if you can give us some idea of what cut down there has been in 
that connection. 
“Mr. Lorris. A quick reading this morning, for your information, indicates 
that there were some 365 committees, panels, and groups in existence in the Office 
of the Secretary of Defense when Mr. Wilson came in a year ago. 
‘“Mr. WicGLeswortH. That is what I had in mind. 
“Mr. Lortis. Those activities utilized the part-time services of 4,290 people. 
By the 15th of February we had reduced the number to about 157 committees, 
panels, and groups, which utilized the part-time services of about 1,625 people. 
“Mr. SHepparp. Pardon an interruption, Mr. Chairman. 
“Do you mean you have reduced that amount, or have reduced down to a 
present amount? 
“Mr. Loris. To a present number of groups. We have not eliminated them 
entirely. 
“Mr. SHEPPARD. I see. 
‘Mr. Lorris. This is not a final figure. We are still working on this problem. 
Mr. WiGGLeswortn. But you have eliminated something like 208 of them. 
Mr. Lortis. Yes, sir. 

“Mr. WicaLteswortnh. Almost two-thirds? 

“Mr. Lortis. Yes, sir. 


*O fice of De puty Comptrolle r for Europe 


Mr. WiaGLteswortn. I notice that you referred to the establishment of an 
Office of Deputy Comptroller for Europe. I think that should be productive of 
very substantial results How large an office is it? 

“Mr. Lorris. It has a staffing program for 20 people including Mr. John 
Holcombe, whom vou may know. I was talking with him last night about staffing 
needs 

“He is on his way back to Paris now I talked to him on how he was getting 
along over there He is committed to hold himself to this figure of 20 people, 
although there are many who think he needs twice that munber. 

“T think the encouraging thing is the cooperation and assistance he is receiving 
throughout Europe. I was primarily interested in getting the feel of that. The 
Army, Navy, and the Air Force commanders over there are soliciting his help 
with regard to their budget and fiscal problems. 

“Mr. WiccLesworts., Is the office actually operating? 

Mr. Lortis. Yes. It has been operating now for about 6 months, I believe. 

‘Mr. WicGLteswortsH. Has it shown specific results to date that you can indi- 
cate in dollars and cents? 

Mr. Lortis. I would prefer that Mr. McNeil answer and supply you with 
that information. I do not get the results of his operations over there other than 
from the general conversations with him. I do not have the specifies. 

“Mr. WicGueswortnh. Where is the office situated? 

“Mr. Lortis. It is located in Paris. 

“Mr. Scrtvner. Mr. Loftis, I have been impressed with the statement that 
vou have made, showing that the Secretary’s office has brought to us decreased 
spending, which of course, is commendable. It is expected that it can serve as 
an example to the rest of the Military Establishment. 


“Reduction of military personnel 


“Tt seems to us sometimes that while in the budget presentation, and in the 
control of expenditures of funds, there has been quite a bit of stress laid upon the 
number of civilian personnel in some of these activities which you have mentioned; 
there is not always as much concern shown as to the number of military. Their 
costs, of course, are carried in another portion of the budget. 

“In view of that feeling on our part, I was quite pleased to note in the justi- 
fications on page 7 that whereas in the fiscal year 1953 there were 715 military 
personnel in the Office of the Secretary, that has been reduced almost 100 in the 
fiscal vear 1954 and is now again being reduced down to an average of 560 during 
the coming fiscal year. 

“Tf that same thing could be carried on down the line, it would be another 
evidence where we can get more defense for fewer dollars. 
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“What, if anything, has been done in connection with that use of military 
personnel? 

“Mr. Lorris. May I say, Mr. Scrivner, in our budget-review process we 
develop the military personnel requirements in the same manner as we do the 
civilian requirements; in other words, we eliminate the factor that this appro- 
priation does not bear the cost of military personnel, but we review their total 
manpower needs to carry out specific tasks whether or not they are using civilian 
or military. That is the way we arrive at our military figure. It may be interest- 
ing to note of that total, 290 military are in the Joint Chiefs of Staff activities and 
16 of them are in this military liaison committee, 2 strictly military activities. 
That reduces the number of military personnel substantially that are assigned in 
other areas of the Office of the Secretary of Defense. We ate operating under a 
policy which we have had for a number of years that wherever a job can be filled 
by a civilian we give first priority and preference to a civilian, if we can find one. 
We do find there are some skills that the military have that are very definitely 
of value to these programs we are handling in the Office of the Secretary of Defense. 
I do not think we would ever get down to the point where we would not have any 
military in the Office. 

“Mr. Scrivner. I would not expect it. That time probably will never come.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


This appropriation provides for the necessary civilian salaries and other ex- 
penses of the Office of the Secretary of Defense. When Secretary Wilson assumed 
office almost 16 months ago, the expenses of the Secretary’s office were running 
at the rate of approximately $14 million a year. Secretary Wilson immediately 
initiated a program of progressive reduction in these costs by redefining the duties 
and responsibilities to be performed in the Office of the Secretary of Defense and 
bv streamlining the organizational structure through the reduction of boards and 
committees. 

Based upon this planned program of reductions, the Congress appropriated 
$12.8 million for the expenses:of the Office of the Secretary of Defense this year. 
The reorganization of the Office of the Secretary of Defense is still under way, 
and it is therefore difficult to anticipate precisely what further reductions may 
be possible. For the fiscal year 1955 it was estimated that $12.5 million would 
be needed. Since the House action reducing the estimate by $500,000, the initial 
plans have been reviewed to determine what adjustments may be appropriate in 
light of the situation today. It now appears that while the reductions initially 
planned in some areas may have been greater than justified, adjustments can be 
made so that overall the costs of the Office of the Secretary of Defense can be 
kept within the estimate of $12.5 million. It is believed, however, that this is 
the minimum amount which should be provided for this next year. For example, 
it is now found that in some areas such as the review of construction and main- 
tenance programs—material requirements review and analysis—and surplus 
property disposal—the size of the task to be undertaken was underestimated. 
In addition, since the initial estimate was presented to Congress, there has been 
a joint review of the entire Federal cataloging program between members of the 
House Committee on Government Operations and representatives of the Office 
of the Secretary of Defense resulting in the development of plans for accomplishing 
the objectives of this program by September of 1956, with some additional support 
required for the central cataloging operation in the Office of the Secretary of 
Defense. These are merely some examples of areas where it now appears more 
emphasis should be placed than originally anticipated. These increases can be 
provided for within the framework of the initial estimate of $12.5 million, but 
there is every evidence that the full amount requested will be needed. 


PROGRESS REPORT 


Mr. Lorris. When we appeared before this committee last year 
and outlined our plans for reorganizing the Office of the Secretary of 
Defense, we indicated our objective to reduce the cost of operation 
and reduce the number of people that were employed in the Office 
of the Secretary. 

We thought it might be helpful to bring the committee up to date 
as to the progress we are making toward those objectives. 
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When Mr. Wilson came in a vear ago in January the expenses of 
the Office of the Secretary of Defense for the civilian salaries end other 
related expenses, were running at about the rate of $14 million a year. 

In addition military personnel assigned were costing an estimated 
$6 million more for a total cost of approximately $20 million a year. 

We are proposing for fiscal year 1955 to operate at about 15 percent 
less, or around $17 million, including some $4% million for military 
pay and allowances. 


Senator Ferauson. You are talking about the Secretary’s Office? 
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Mr. Lorris. Yes, sir; I am talking about the Secretary’s Office. 
This includes the Deputy Secretary, nine assistant secretaries of 
Defense, a General Counsel, the Joint Chiefs of Staff, and such 
special assistants as are required, including the Chairman of the 
Military Liaison Committee to the Atomic Energy Commission, who 
also serves as the assistant to the Secretary of Defense on all atomic 
energy matters. 

When Secretary Wilson came in a year ago in January there were 
2,602 people, including 726 military personnel assigned. 

Senator Fereuson. The total is 2,602? 

Mr. Lortis. Yes, sir. 

For the fiscal year 1955 we are planning on about 2,058, including 
1,498 civilians and 560 military. We estimate that the civilian 
salaries and other related expenses will cost $12,500,000 for that 
reduced staff. 

HOUSE ACTION 


The House in considering our appropriation request has reduced 
this to $12 million, or a reduction of $500,000, indicating that they 
thought further economies should be effected. 

We have taken another look at the situation as it exists today to 
determine whether we can recommend further reductions in the 
number of people employed, and in the amount that we are proposing. 

While in some areas some reductions may be possible, in other 
areas changes have come about since we developed this plan last year 
that indicate more support may be necessary. The budget was 
developed last fall while this reorganization was in progress. We 
didn’t have all the people, all the new assistant secretaries appointed, 
all their staff, all the organization completed. It is still fluid, we are 
still looking at those activities. 

Overall we believe we can adjust the activities where we need some 
additional support by taking it out of those activities that appear 
to have too much and live with the $12,500,000, but we feel that is 
the minimum that should be provided this year. 

Senator HaypEen. Apparently there has been a greater proportion 
of reduction in the civilian assistance in the Secretary’s Office than 
in the military. 

Mr. Lortis. Percentagewise, that is true; Senator. 
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CIVILIAN PERSONNEL 


Senator Haypren. You save money using civilians as compared to 
military persons? 

Mr. Garuock. I think the reason would have to be that the areas 
where the large reductions were made were the Research and Develop- 
ment Board and the Munitions Board and they happened to have 
had a large proportion of civilians. So it resulted in that kind of 
shrinkage. It was not on any predetermined basis. 

[ think the answer to your question is that it is not necessarily 
cheaper to hire military personnel. What we should do is have 
military or civilian, whoever can best accomplish the job. 

Senator Haypen. In ordinary work it is cheaper to employ civilians 
than it is to detail military personnel? 

Senator Ferauson. You do not have the peaks in the future, the 
procedure that goes with it. 

Senator Haypen. That is why I have never sympathized much 
with the clamor that has been raised throughout the country about 
the number of civilians in the employment of the armed services. 

[ think you save money doing it. You can get a civilian for some- 
where around $3,500 to $4,000 to do something that the military 
personnel on the average costs you over $5,000. 

Senator Tuyr. Yes, and you may take a military man and you will 
have him 2 years, a maximum of 4, and they are gone. You take a 
civilian who becomes qualified and becomes trained to do that work 
would be desirous of remaining there at that post and continuing the 
work, 

Therefore, you do not have the dislocation of the family, you do 
not have the congestion of putting additional military personnel in 
and then compelling the civilian in the area to move out and seek 
employment somewhere else. 

1 would heartily endorse the civilians in -the positions of office 
and administrative functions, where you can use them. 


REORGANIZATION PLAN 


Senator Ferauson. I notice in this request for $500,000 you say it 
is to implement the reorganization. Now, in what way? 

Mr. Lortis. Last year the Congress approved Reorganization Plan 
No. 6, which among other things, transferred all of the responsibilities 
of the former Munitions Board and Research and Development Board 
to the Secretary of Defense. He has been in the process of reviewing 
those functions and deciding what the mission of his office should be 
across the board. 

He is defining that mission in the form of charters and directives for 
his new assistant secretaries, that were provided under Reorganiza- 
tion Plan 6. 

We feel we have selected the best men that could be obtained to 
fill those positions and the process of selecting the next lower echelon 
of assistants is progressing, and as we get those men in they, in turn, 
are reviewing that segment of the mission the Secretary has assigned 
to them to determine exactly how they should approach the job and 
how many people they will need to do this job. It is an evolutionary 
process. It is not something that you put in effect overnight and it 
is done. 





165 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


Senator Fercuson. Now, under this reorganization program you 
have reduced about five-hundred-and-some people from 2,602 now? 

Mr. Lortis. Yes. 

Senator Fercuson. What we want to make sure on this record is 
that you just have not shifted this business over into another program 
and shifted the people over there so that reorganization here indicates 
a saving, but the taxpayer pays the same bill. 

What do you say on the record as to that? 

Mr. Lorris. Mr. Chairman, I won’t say there have not been some 
functions shifted to the military departments. In every case where 
we found that activities such as the former Munitions Board had 
gotten too far into the operational aspects of the military departments, 
we have tried to identify those responsibilities and transfer them to the 
military departments. 

Senator Ferauson. Now, we put people on the payroll over in the 
other departments. 

Mr. Lortis. In a few cases; yes, sir. It has been very modest. | 
do not have the actual figure on that. We will get it for the record. 

Senator Fercuson. I think that is what we ought to show in these 
cases because when the reorganization program came in—I know 
the Hoover Commission, of which I am a member, is doing the same 
thing again—did we just consolidate, move a function over here, and 
put more people on the payroll by virtue of the consolidation? 

Mr. Lorris. It is one of my responsibilities to direct the personnel 
operations for the Secretary of Defense. We have been going through 
a substantial reduction in force of civilian employees so I know that 
there have been a great number of people who have not been trans- 
ferred to the military department. 

Senator Ferauson. Can you get us those figures? 

Mr. Lorrtis. Yes, sir. 

(The information referred to follows:) 

Operational activities transferred from the Office of the Secretary of Defense 
include: 

Civilian Military 


(1) Certain functions of the Office of Petroleum programs 
(2) Armed Forces Explosives Safety Board 13 


Total personnel transferred - . - | 23 


Senator Frreuson. If there are no further questions, thank you, 
gentlemen. 
DEPARTMENT OF THE AiR Force 


STATEMENTS OF HON. H. LEE WHITE, ASSISTANT SECRETARY 
OF THE AIR FORCE (MANAGEMENT); MAJ. GEN. MANUEL J. 
ASENSIO, DIRECTOR OF BUDGET, DEPUTY CHIEF OF STAFF, 
COMPTROLLER; AND MAJ. GEN. OLIVER S. PICHER, ASSISTANT 
FOR PROGRAMING, DEPUTY CHIEF OF STAFF, OPERATIONS 


TRIBUTE TO GENERAL ASENSIO 


Senator Ferauson. We understand that you are going to leave us 
one of these days. 
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General Asensio. Yes, Mr. Chairman, I am being transferred to 
Mitchel Air Force Base, where I will be vice commander of the 
Continental Air Command. 

Senator Frrauson. I want to say for the record that we are going 
to miss you. We really are very glad to have had you with us. You 
have done a great job down here. I understand we are to have con- 
tinuity here. That is right, is it not? 

General Moore. Yes, sir. 

General Asensto. General Bogart is my replacement. 

Senator Ferauson. We welcome you here today. We understand 
you are going to take the general’s place. 

General Boaart. Yes, sir. 

Senator Ferauson. If you carry on and do as well as he did, we 
will be able to say the same thing about you. 

While we are reluctant to see you go, General Asensio, we are 
happy to welcome General Bogart as your successor. I know that 
these changeovers are always a bit difficult for both the new officer 
as well as the members of the committee. In this respect I think we 
are fortunate in having the services of Gen. Robert S. Moore in help- 
ing bridge these gaps. Due to his familiarity with both the work of 
the Defense Department as well as the committee, I am sure he will 
be of great assistance to all concerned. 

Senator Turn. I am sorry that you are going to leave us, General 
Asensio, not that I am wishing to cast any reflection on the person 
who is going to take your place, but I have always enjoyed working 
with you as a member of this committee. 

General Asensio. Thank you, sir. 


ESTIMATES FOR FISCAL YEAR 1955 


General Asensto. I would like to say for my part this has been a 
source of many happy associations. It has been extremely educational. 
I am sure that my experience will serve me in very good stead in any 
further assignment. 

In opening up the Air Force portion of these appropriation hearings, 
I should like to mention that Secretary Talbott and General Twining 
have already appeared for the Department of the Air Force in support 
of our estimates for fiscal year 1955. 

We have the direct administrative responsibility for nine appropria- 
tions. We are now appearing before you with respect to eight of them. 
The ninth is “Acquisition and construction of real property,” com- 
monly termed public works, which has not been submitted for con- 
sideration of the Congress with respect to appropriations for 1955, 
as vet. 

The necessary authorization act for fiscal year 1955 is now under 
consideration in the Armed Services Committee of the House. 

Our plan is to have three general presentations. 

Mr. H. Lee White, Assistant Secretary of the Air Force for Manage- 
ment; Maj. Gen. O. S. Picher, Assistant for Programing, who will 
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present the overall features of the program; and then a statement by 
me as director of the budget, which will lead into a consideration of 
the appropriations themselves. 

Mr. White is our first witness. 

Senator Fercuson. All right, Mr. White. 


PREPARED STATEMENT 


Mr. Wuire. Senator, I have a very long statement here. 

Senator Ferauson. I think you had better insert it in the record at 
this point and then summarize it for the committee. 

(The statement referred to follows:) 


STATEMENT BY Mr. H. Ler Waite Assistant SECRETARY OF THE AIR Force 
(MANAGEMENT 


Mr. Chairman and members of the committee, as you know, Secretary Talbott 
has delegated to me cognizance over the following areas: (1) Fiscal manasement, 
including budget, accounting and auditing; (2) Manpower, personnel and organi 
zation; and (3) Air Reserve, National Guard and ROTC matters. 

Today I would like to describe to you how my office is set up to handle the 
responsibilities that have been delegated to it, to indicate some of the actions in 
the management area that the Air Force has taken this year to reduce expendi- 
tures and make operations more effective, to recount the steps taken to prepare the 
budget and, finally, to pass on to you some general comments with respect to 
budgetary, manpower and personnel policies. 


I. ORGANIZATION AND OPERATION OF THE OFFICE OF THE ASSISTANT SECRETARY O} 
THE AIR FORCE (MANAGEMENT) 


T have 5 civilian deputies, 1 each in the following areas: Budgeting; accounting; 
contract financing; manpower, personnel and organization; Reserve and ROTC 
affairs Also reporting to me, as well as reporting to the Chief of Staff, is the 
Com troller of the Air Force and the Assistant Chief of Staff for Reserve forces 
In addition, I work very closely with the Deputy Chief of Staff, Personnel and the 
Director of Manpower and Organization. My office deals directly, not only 
with the people holding these. positions, but also with their subordinates. 

Weekly in the Air Force there is a Financial Policies Committee meeting of 
which I am the chairman and which is attended by my denuties. Other members 
are the Deputy Chief of {taff, Comptroller; Deputy Chief of Staff, Materiel 
Deputy Chief of Staff, Operations; Director of the Budget; and the Assistant for 


Programing. At this meeting each week we receive a report on @ different pro 
gram indicating to us how the program is going and how the oblications and ex 
penditures are coming along. If it a»vpears that any program needs careful 


watching, it is scheduled for presentation at an early date. If it appears that 
the oblications of the program are not coming up to our projections or that e» 

penditures are not following the estimated course, attem'>ts are made to discover 
the causes and correct then If it is found these causes cannot be corrected, or 
that programs are no loncer needed, the funds in the amount that will not be used 
by the end of the fiscal veer in the program as oricinally »rocramed, are directed 
to be placed in reserve, and then to be allocated only with the a»>proval of my 





office This is done without adversely affecting procrams because the reserve 
is set up only when it is clear to all, including both our military and civilians, that 
the money would not have been oblicated because of delavs or other reasons 


The reasons behind this action are twofold: (a) to insure that the money ear- 
marked for one program is not used for another procram before the alternate on 
is given the most careful scrutiny; and (b) to earmark the unnrogramed carryover 
so that we can use this carryover in planning for the following fiscal year and 
thereby reduce our requirements for new funds 

For vour information, it has a»peared from these reviews that approximately 
$1.905 billion of funds (excluding public works) previously a»propriated could 
remain unearmarked for specific programs and would, therefore, be available to 
apply against our fiscal 1955 program. This means that, for the first time in 
many years, it has been found possible actually at an early date to count on a 
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carryover of substantial unprogramed funds for the following year. As these 
funds have been freed by our reprograming and contract cancellation recoveries, 
I have directed that they be placed in administrative reserve. Already the total 
of $1.905 billions has been specifically directed to be placed in administrative 
reserve and $1.060 billions have actually been transferred, as of this date, to the 
reserve. The application of the $1.905 billions to the financing of requirements 
for fiscal 1955 ve reduced the amount that otherwise would be required for 
appropriation for the fiscal 1955 program. I particularly invite your attention 
to the fact that this is not an estimated carryover in the usual sense of failure to 
obligate funds as programed. This is a carryover created out of program reviews 
and revisions initiated to postpone to the feasible maximum, our obligations and 
expenditures. I make such a point of this because I believe that it demonstrates 
that the Air Force is doing a conscientious job in incurring obligations and expen- 
ditures only as absolutely justified. 

There has been established an expenditure reduction program. This program 
was initiated on August 20, 1953, and is monitored by the Deputy Chief of Staff, 
Comptroller, and my deputy for budget. A searching inquiry was made and is 
continuing to be made in various areas of the Air Force as to where actions might 
be taken which will result in ultimate reduction of expenditures without adversely 
affecting Air Force programs. The areas selected for study have been assigned 
to that agency of the Air staff having qpanisnyes, action dates are established, 
and the studies are followed up by the Comptroller’s office and by my deputies 
Monthly reports of action taken on the areas to be investigated are given to me 
so that I can be assured that vigorous action is being taken to reduce expenditures 
wherever possible. 

Also. once a month I receive a 2-hour briefing from the Director of Statistical 
Services. He presents by slides and statements the latest information on the 
progress we are making on our programed objectives and the status of all our 
programs as against our objectives. These cover personnel, aircraft, installations, 
readiness of aircraft crews and squadrons, etc. At these meetings, representatives 
from the staff having cognizance over the areas to be covered by the briefing are 
present so that if any questions arise, they can be immediately answered and if 
any directions need to be given they can be given at this meeting. 


Ir. EXAMPLES OF ACTIONS TAKEN TO MAKE OPERATIONS MORE EFFECTIVE 


I would like to now indicate to you some of the actions the Air Force has taken 
during the past year in the areas under my cognizance to reduce costs and improve 
the efficiency of our operations. 


Fiscal management 


At the end of March 1954, we had completed the installation of a monetary 
inventory accounting system at all Air Force bases worldwide and at ail Zone of 
Interior Air Materiel Command depots. Inventory accounting systems are 
being designed for each of the overseas depots and are scheduled to be installed 
by June 1955. 

Other phases of inventory accounting, necessary for the complete control of 
supplies from the time of acquisition until consumption, are rapidly being com- 
pleted. When all phases are completed we will have a closed inventory accounting 
system tied to our cash and general books of account. It is a 12-phase program 
which we plan to complete in 2 years. 

Monetary inventory accounting, supplemented by detailed quantity data on 
our 1,200,000 items, provides management with summary information not pre- 
viously available. We will have dollar totals covering on hand, on order, and 
consumption in each property class. The dollar common denominator makes it 
possible for supply management to know the status of our inventory, where we 
are heavy, where there is little activity, where we must take action to reduce 
stocks, cut handling costs, and reduce warehouse requirements. Dollar inventory 
figures will give us stock turnover rates in each subproperty class and will prov ide 
broad checks on the computation of item requirements. 

In July of this year we will install an Air Force-wide general accounting system 
which will include for the first time accounts for supplies, equipment, and fiscal 
assets. Under this system and because of these additional asset accounts we 
wi.l be able to relate the annual expenses of operation to the funds appropriated 
for that year. This will be a commercial type accounting system, a first step 
toward the more complete system contemplated in the Air Force financial control 
plan: published last November. 
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We are currently testing all of the base level accounting aspects of the Air 
Force financial control plan at three Air Force bases. This plan emphasizes 
accounting for resources consumed and the control of asset levels. Accounting 
is done and reports are made for all activities for which a manager at any level is 
responsible. Our commander-managers will receive commercial-type statements 
of assets and expenses upon which to base operating decisions and budget esti- 
mates. We at headquarters will be in a position to compare the cost of operating 
one establishment against the cost of operating a similar establishment. 

Since last July we have added the Aviation Petroleum and Medical-Dental 
Divisions to the Air Force stock fund. A charter for an industrial fund to cover 
all printing plants in the Air Materiel Command has been approved. This 
industrial fund will be set up during the next fiscal year. A plan for operating 
laundry and dry-cleaning plants under an industrial fund has been prepared. A 
laundry-accounting system has been outlined and will be developed, tested, and 
installed during the next fiscal year. Other areas susceptible of operation under 
a working-capital fund arrangement are being studied. 


Manpower and personnel 

Last year in the presentation of the 1954 budget, it appeared that the Air 
Force would, with 960,000 military personnel, man an Air Force of 110 wings at 
the end of fiscal 1954 \ctually, under the manning standards and manpower 
policies existing at the beginning of calendar 1953, the valid requirement for the 
110-wing force appeared to be 997,000 military personnel, 1,031,000 military 
personnel for 115 wings to be activated by end of fiscal 1955, and 1,053,000 
military personnel for 120 wings to be activated by the end of fiscal 1956. Asa 
result of the various actions that have already been taken, by the end of fiscal 
1954, the Air Force will have activated 115 combat wings instead of 110, together 
with three essential air-transport squadrons and several miscellaneous flying 
units previously considered to be beyond our capability, and we will do this with 
not more than 955,000 military personnel. In other words, we will have activated 
5 more wings than were contemplated with a military manpower cost of at least 
42,000 less than was estimated for the smaller force; or looking at it another way, 
the estimate for the 115-wing force under the present manpower and personnel 
policies, is at least 76,000 less than was considered necessary under the manpower 
policies in existence at the beginning of calendar 1953 

On the basis of manpower savings already accomplished, the Air Force will be 
able to man 120 wings by the end of fiscal 1955 with not more than 970,000 mili- 
tary personnel. In other words, they will man this force with at least 83,000 less 
military personnel than was estimated under the manpower policies in existence 
at the beginning of calendar 1953 for the 120 wings and at the same time have 
these 120 wings at least 1 year earlier than originally estimated. At this point 
in time, and taking into consideration only these same actions and the results 
obtained from them to date without considering any additional programs under 
consideration or additional results coming from the programs already put into 
effect, it would appear that the Air Force would need 1,018,000 military personnel 
to man 127 wings by the end of fiscal 1956 and 1,042,000 military personnel to 
man 137 wings by the end of fiscal 1957. However, the Air Force, military and 
civilian alike, is firmly of the opinion that the policies put into effect this year and 
additional policies which are now under consideration to be put into effect during 
the next fiscal years will result in manpower economies necessary to remove the 
apparent deficits for fiscal 1956 and fiscal 1957. We are working hard and we are 
confident these savings will be made so that we will man the 127 wings by the end 
of fiscal 1956 with 975,000 personnel and 137 wings by the end of fiscal 1957 with 
975,000 personnel. I eall your attention to these facts so that this committee 
will know that additional economies have to be made in manpower requirements 
in order that the Air Force be able to attain its goal of manning the full foree of 
137 wings with 975,000 military personnel by the end of fiscal 1957. I also want 
to assure you that there is no question but that it will be done. 

It should appear self-evident that many actions have occurred in the Air Force 
this year to economize on manpower when you compare the requirements as they 
now exist to what they were in the past. Some of the actions that have been 
taken are as follows: 

1. Originally the total number of bands programed for fiscal 1954 was 110, 
to be manned by 4,063 personnel. Under the present program we will have 74 
bands with 2,406 officers and airmen. 

2. Manning standards for support functions in such areas as air police, motor 
vehicles, food service, and major headquarters were reduced. 

(a) A 20 percent reduction in the number of air police was made, 
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(b) In food service, manning had been based on a standard prescribed by the 
Department of Defense which provided for 2.5 cooks, bakers, and meat cutters 
for each 100 men. This standard was to be applied under the assumption that 
75 percent of the military personnel ate in the messes. We reduced our author- 
ization by applying the 2.5 factor to the actual number of rations fed rather than 
on the basis of an estimate that 75 percent of the military personnel ate in the 
messes. The authorization for helpers was reduced to the minimum required to 
provide experienced personnel for duties as cooks and bakers in the future. These 
actions resulted in approximately 8,000 reductions in authorizations for food 
service. 

(c) At several of our stations we placed the operation and maintenance of 
motor vehicles under controlled test conditions. We also reduced the number 
of vehicles through an analysis of their utilization which in turn had its effect on 
the number of people required. As a result of these actions we were able to reduce 
authorizations in the motor vehicles area by approximately 9,000 spaces. 

(d) The overall number of personnel in headquarters above wing level will 
have been reduced by the end of fiscal 1954 at least 10 percent. 

3. Missions and workloads of major subcommands were analyzed with resultant 
savings. 

4. At the time the 1954 budget was presented to Congress, the program showed 
a pilot training rate of 7,200 and funds and spaces were requested for this rate. 
Plans implemented during the year now provide for increasing the input into 
pilot training before the end of fiscal 1954 in order that the former rate may be 
increased to 7,800 and this will be done within the structure of the fiscal 1954 
budget. 

5. An early release policy was established to remove from the Air Force per- 
sons, surplus to the needs of the Air Force, who were engaged in nontechnical 
skills. Concurrently, the training program was geared to replace these people 
with persons capable of being trained in the technical skills where shortages 
existed. Under this program airmen were to be released during fiscal 1954 in 
three categories, as follows: 

(a) Allairmen returning from overseas who had but 6 months remaining on their 
enlistments and who did not desire to reenlist were released. This was done be- 
cause it was felt that the absorbing of these men by a Zone of Interior duty station 
would take most of the 6 months remaining, leaving little benefit to be secured 
from them. Additionally, reassigning them would involve two travel moves: 
One to a new duty station and then home a short time later. It is better te 
replace them immediately with men who would serve in the Air Force for 4 years. 

(b) All persons surplus in nontechnical skills who showed conclusively they did 
not have the capability to be cross-trained in a technical area where shortages 
existed were released after 2 years’ service. These persons are prevented from 
reenlisting. 

(c) All persons who had served 3 years of their 4-year enlistment and who were 
engaged in a surplus nontechnical area, and who did not desire to reenlist, were 
separated from the service. This was done because it was recognized that there 
was no point in holding for a year a person who was surplus and who would only 
cease to become surplus after the date that his enlistment expired. 

Under the above program, approximately 15,400 airmen due for release in 
fiscal 1954 have already been released in fiscal 1954 but at a date much earlier 
than originally due for release. Approximately 42,000 airmen have already been 
released in fiscal 1954 who were not due for release until fiscal 1955, and 9,600 
airmen have already been released in fiscal 1954 who were not due for release 
until fiscal 1956 or thereafter. We are also considering releasing an additional 
group of airmen in fiscal 1954 who were not due for release until fiscal 1955. It 
can, therefore, be seen from the summary of this program that we have already 
prereleased approximately 67,000 military personnel and our prerelease program 
may result in the release of an additional group of airmen. 

6. It appeared to us that certain benefits would be derived if we could utilize 
foreign nationals to perform work they were capable of performing if such hiring 
resulted in the replacement of military personnel, who could be assigned to combat 
functions of the Air Force. This project has come to be known as Native Son. 
The benefits derived from this plan are as follows: 

(a) We would replace a military man by an indigenous civilian whose rate of 
pay by the foreign country was comparatively lower. For example, we would 
have to pay a Japanese only $800 a year, a Frenchman on the average of about 
$2,100 a year, a German at no dollar cost during fiscal 1954, since we would pay 
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for him out of deutschemarks credits received from the Federal Republic of 
Germany, This made an airman available for a new combat unit. 

(6) We would save military personnel in support-type activities for both the 
replaced airmen as well as their dependents. 

(c) We would save the money involved in travel of the military personnel and 
their dependents. 

(d) We would reduce the pipeline for both training and travel. 

(e) We would reduce the requirements for housing and supplies necessary to 
feed and equip the men replaced. 

(f) Relationships with the foreign countries involved would appear to be better 
under such a program. As a matter of interest, I would like to quote a statement 
made by a French official after project Native Son started on this point. Robert 
Martinod, secretary general of the prefect of Indre, explained for the French: 

‘Today there is no great problem. The Americans are here. And it is for the 
best. When they arrived 2% years ago there were certain sections of the popula- 
tion which were influenced by the Communists. Lately, however, and I can say 
as a direct result of Native Son, the influence of the Communists has lessened. It 
has lost its bite. What can the Communists say about a situation which is pro- 
viding 2,000 new jobs for French workers? 

Under Project Native Son and the early release program, there were two ex- 
tremely difficult problems that faced us; namely, where were we going to get the 
money to pay the civilians, and the money to cover the additional] travel costs? 
The 1954 travel costs would be greater than estimated since more travel would 
come into 1954 than was originally estimated, although in 1955 and subsequent 
years, it would be less than originally programed at the time the fiscal 1954 budget 
was prepared. Travel funds did not present too much of a problem since they 
are provided for under the military personnel appropriation and, therefore, a 
savings generated in this appropriation by the actions taken could be used in part 
to pay the additional travel costs caused by the actions in fiscal 1954. On the 
other hand, though it meant a substantial savings to the Air Force, savings in 
the military personnel appropriation could not be used to pay for the additional 
civilians since they were in another appropriation. We were fortunate, however, 
because progressing concurrently were other studies and programs leading toward 
aving civilian manpower and, as a result of one of these studies, it became evident 
that the Air Materiel Command could be reduced by 14,000 civilian personnel. 
The 14,000 reduction was put into effect through attrition and the $32 million de- 
rived therefrom, together with certain other personnel savings resulting from 
similar type reductions, were placed in a reserve account to be drawn upon pri- 
marily for Project Native Son. The total funds put into the reserve amounted 
to $34 million, of which we have since allocated approximately $5 million to 
finance project Native Son for the balance of fiscal 1954. 

On the basis of the actions taken this year in Project Native Son, we have 
already authorized the commands to hire 11,150 foreign nationals (to be paid for 
by the $5 million referred to above). We have also authorized the employment 
of approximately 9,700 additional German nationals to be paid from deutschemark 
crecits received from the Federal Republic of Germany. It can, therefore, be 
seen that we have already authorized the hire of 20,850 foreign nationals at a 
cost of $5 million to the United States Government, or less than one-sixth of the 
amount that was saved from the reduction at the Air Materiel Command. As 
the result of these actions, we are withdrawing 30,000 military personnel from 
support type functions. On the basis of studies already made this year, it 
appears that during the balance of this year and fiscal 1955, the total will reach 
31,000 foreign nationals, and we will relieve thereby 43,000 military personnel. 
Of course, we expect that by the end of fiscal 1955 we will even exceed these 
figures, but we could not budget for anything which had not progressed far 
enough to be firm. 

It is, of course, true that during fiscal 1955 and subsequent years the cost for 
foreign civilians will, therefore, be higher than under any previous program of 
the Air Force, but I assure you that the joint cost of military and civilian per- 

ill be less than that which was programed before Project Native Son 
started. 

7. The technical training load has been stabilized so that we do not have a 
violent swing between fiscal years with all the consequent costs in manpower and 
money We have geared training so as to train for the hard core skills which will 
be short as a result of expiration of enlistments from now throuch fiscal 1955. 

s. Another important exam ple of our efforts to attain a more efficient operation 
is the introduction and development of work measurement in our extensive depot 
maintenance activiti We started this project in April 1953 at the air materiel 
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rea at Sacramento. Asa result of the work done so far at Sacramento not only 
as our production effectiveness there increased significantly, but further, it is 

timated that this initial achievement will result in an approximate $2.8 million 
innual saving at this 1 depot. Implementation of the work measurement 
ystem revealed the necessity for a completely integrated management control 
system in the maintenance engineering activity. As a result, it is now planned 
to extend this project to include the integration of production control, standard 
‘ost accounting and payroll distribution systems with work measurement. The 
iltimate objective, of course, is to have these systems integrated and placed in 
effect at all of our remaining 7 air materiel areas and 2 Air Force depots. 

9. We have taken the following steps during fiscal 1954 to reduce travel: 

a) With the reduction of combat crew requirements for Korea, some crews 
were in the pipeline. In reassigning these people, we took into consideration 
the locations of their families and, where possible, assigned them to stations 
nearest those locations. This eliminated dependent travel in some instances and 
reduced it in others. 

b) As of August 1, 1953, we began filling overseas requirements for some 3-level 
skills direct from the technical schools instead of levying on the commands. 

c) We lengthened dependent tours in the Far East, thus reducing rotation 
travel of families. 

d) We established a policy to scrutinize officer graduates of professional schools 
for overseas vulnerability and make such assignments direct from school, thus 
eliminating one travel move per individual. Similarly, we studied the qualifica- 
tions of overseas officers returning to the United States to ascertain their eligibility 
for school and made the assignment to school as they returned to the United 


States rather than directing them to gota Zone of Interior station before goi g 
to schoel, thus eliminating one more move. 
e) As of October 1, 1953, we established the rule that airmen must have at 
18 mo ths’ Zo e of Interior residency between overseas tours unless the 
airman volunteers for overseas duty prior to the expiration of the 18 months and 


months’ 


the same time is made available by his command, in which case 
residency in the Zone of Interior is required 

f) We required that officers and airmen have at least 18 months’ retainability 
before being assigned overseas instead of the 12 months formerly required, thus 
achieving a longer overseas tour. 

(g) We directed that ROTC officers assigned to their first Zone of Interior 
station not be reassigned overseas unless they volunteer to stay in the Air Force 
longer than 2 years 

h) We authorized the extension of overseas tours to a maximum of 48 months 
on a voluntary basis 

10. In the latter part of 1953, a test study was started to determine whether 
there was any duplication in civilian-military personnel staffing and whether there 
was any excessive grade structure. As a result of this study it was found that in 
the place selected for the original study 533 civilian supervisory spaces could be 
removed and 39 positions in the civilian personnel office could be abolished. Asa 
result of this test, directions have been issued to conduct an organizational and 
classification survey of all civilian grades throughout the United States. Civilian 
positions and responsibilities will be reviewed to establish the proper grades in the 
high levels, improve organizational structure, and eliminate layering of super- 
visory positions. 

As a result of the actions taken by the Air Force in calendar year 1953, the mili- 
tary strength was reduced from a high of approximately 980,000 as of April 30, 
1953, to approximately 917,000 as of January 31, 1954. The civilian strength was 
reduced from a high of approximately 316,000 on February 1, 19538, to approxi- 
mately 289,000 on December 31, 1953. Now that we have shaken down to a firm 
base we are building up toward the 955,000 military figure for the end of fiscal 1954 
and we have geared our training program so that the new people we are taking in 
will be trained in the skills where shortages exist at the present time or where short- 
ages will develop by the end of fiscal 1955 and fiscal 1956 unless replacements are 
trained now. 

As a matter of information, the military strength of the Air Foree has grown 
back as of April 30, 1954, to approximately 937,000 and the civilian strength to 
approximately 292,000. 

These same actions and others which I have not covered have resulted in reduced 
program cost which have been taken into account in the budget presented to you. 

For your further information, we are examining daily into our various manpower 
policies and programs with the idea of reducing officers, airmen, and civilians 
wherever possible. 
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Reserve matters 


We have recognized that our Reserve program has been made difficult by the 
Korean recall to active duty of all 30 of the Reserve wings and 22 of the 27 Air 
National Guard wings, involving more than 170,000 of the most active reservists 
The situation indicated the need for a thorough and competent review of the 
organization and training program of the Air Reserve. Accordingly, the Chief 
of Staff was requested to establish a review board composed of officers from the 
Regular Establishment, the Air Reserve, and the Air National Guard. The report 
of this board, under the chairmanship of Lt. Gen. Leon Johnson, was submitted 
August 24, 1953, and its recommendations have been or are in process of being 
put into effect. While the primary emphasis was on increasing participation by 
the reservists and improving the effectiveness of the training, administration and 
morale of the Air Reserve, it is a fact that with full accomplishment of the 
board’s recommendations, manpower and money economies will accrue. In 
fact, recent progress toward our fiscal 1954 and fiscal 1955 Reserve personnel goals 
is so gratifying that it may prove our request for funds in this budget to be an 
understatement of our requirements. The $28 million estimate, presented to 
the Congress for the “Reserve personnel” appropriation, represented a very 
tight budget and provided only for limited requirements. The progress of this 
program has been very closely observed and during the latter part of this fiscal 
year it has become quite apparent that officer participation is greater than 
envisioned in our estimates and that we will exceed the objectives developed in 
January for this year as well as for fiscal 1955. 

This abnormal input is encouraging in that it may permit expanding our 
Reserve personnel program more rapidly than previously contemplated. This is 
particularly significant because of the importance of the program in relationship 
to the overall military program. In fact, this particular point was commented 
on in the House committee report. As a result, we feel that the fiscal 1955 
program should not be restricted to the limited funds for which provision was 
made in the estimates. 

It would be most desirable to amend the language of the Air Force’s ‘‘ Reserve 
personnel” appropriation so as to permit the transfer of additional funds to this 
appropriation for the purpose stated. This could be accomplished by the inser- 
tion of the following provision immediately after the amount appropriated: 
‘* Provided, That for purposes of expanding the Reserve personnel program beyond 
that provided in the appropriation conatined herein, the Secretary of the Air Force 
may transfer to and merge with this appropriation an additional amount of not to 
exceed $5 million from unexpended balances of any appropriation available for 
obligation to the Department of the Air Force.” 

ROTC program 

A review of the Air Foreé ROTC program indicated quantitative and qualitative 
maladjustment. Because of a lack of emphasis on the basie Air Force need 
(i. e., flying), graduates who were either unwilling or were not qualified to go into 
aircrew flying training would be coming out in numbers in excess of Air Force 
requirements for, and ability to absorb, nonrated personnel. This, too, would 
have resulted in the failure of the Air Force to meet the need for quality in rated 
personnel. 

Immediately steps were taken to reslant the program toward students moti- 
vated toward and qualified for the basic Air Force skill of flying, and also to create 
controls over juniors admitted to the advanced courses (it is the junior and senior 
years of ROTC where the larger costs per student develop), to keep graduate 
production within numbers which would be efficiently absorbed by the Air Force. 
The plan, we believe, will also stabilize the ROTC program so that it will not go 
through the violent ups and downs that has happened heretofore as a result of 
program changes. 

Attention is invited to the fact that under the revised program, from fiscal 
1954 through fiscal 1956 the Air Foree, with approximately 48.7 percent less 
ROTC graduates, will produce 17.5 percent more rated personnel under the 
revised program than would have resulted under the initial program. 

In addition to improving the quality and utilization of Air Force ROTC pro- 
duction, it is estimated that this recasting of the program will reduce fund 
requirements as originally programed for fiscal 1956 by at least $10 million. 


Ill, THE FISCAL 1955 BUDGET 


I would like to dwell at some length on how we prepared this budget and 
indicate to you the careful scrutiny that was given to it not only by the military 


ese. 
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people involved, but by the Secretary’s office. This was not a rubber-stamp 
budget. While each level of review seeks assurance of a complete validation of 
requirements, proper application of costing techniques, and the phasing of 
obligations to place orders only as deliveries of end products will be needed, there 
is an inherent difference in the level of detail and degree in the application of 
judgment factors at each level as to each of these and also as to matters of priority 
and urgency. Therefore, both before and after the budget estimates reach our 
headquarters, a continual process of reexamining our requests for new obligating 
authority takes place. The budget was prepared by the field in accordance with 
instructions issued by Headquarters, USAF, and then forwarded to Washington. 
We have in the Air Staff a committee called the Budget Advisory Committee. 

This Committee is composed of the Director of the Budget (Chairman), and 
representatives of the Deputy Chiefs of Staff, the Assistant Chief of Staff for 
Reserve Forces, and is attended by my Deputy for budgeting. This Committee 
requires clear justification before it of each budget program and project within 
each appropriation, based on detailed statements of the method of estimating 
requirements and their costing. Program assumptions are clarified, procurement 
imbalances and phasing are rectified, and redeterminations frequently are re- 
quested of the staff members presenting and defending their estimates. At the 
end of the Budget Advisory Committee review, this Committee recommended to 
the Air Force a budget in the amount of $12.9 billion (excliding publie works 
Shortly thereafter and before the budget was finally determined upon by the Air 
Force, expenditure reviews for fiscal 1954 and fiscal 1955 were started by my 
office. We looked into ell areas, such as aircraft, maintenance, and operation; 
ammunition, electronics, manpower, and personnel. These expenditure reviews 
indicated areas affecting tne carryover and the new budgetary requirements. As 
a result of these expenditure reviews and of the reviews of the budget, it appeared 
that certain other actions could be taken with respect to reducing the Air Force 
budget. Therefore, in several meetings, each of the budget areas was reviewed 
jointly by the Secretary’s office and the Chief of Staff’s office and, as a result of 
these reviews, a budget was arrived at in the amount of $11.2 billion (exciuding 
public works). 

I would like to mention a few of the actions that were taken to get this budget 
to its final figure: 

(a) Where it appeared that the requirements existed but that there was some 
question as to whether the full capability existed to obligate the money, the 
program was underfinanced, with Air Force assuming the risk that we would 
be able later to identify specific items for which funds would not be required in 
fiscal year 1955. 

(b) In the case of military personnel, although we had authority to program 
for a beginning strength in fiscal 1955 of 970,000 military personnel and an end 
strength for fiscal 1955 of 970,000 military personnel, it was decided that it was 
not necessary to begin fiscal 1955 with more than 955,000 military personnel 
and that we could attain an end strength of 970,000 military personnel with a 
man-year average of 960,000. As a result, approximately $37 million was de- 
ducted from the budget, This was an affirmative action by the Air Force, 
military and civilians jointly, without any directive from higher authority to do 
so and indicates again, I believe, the attempts of the Air Force to operate as 
economically as possible. 

As previously stated, the President’s budget included $11.2 billion in new 
obligating authority for the Air Force for fiscal 1955. The Department of 
Defense Appropriation Act, 1955, as passed by the House of Representatives, 
included $10.8 billion for the Air Foree. The latter amount is $381 million less 
than that requested in our estimates. During the course of the House hearings, 
a reduction of $38 million was volunteered because these funds were no longer 
required for the purposes for which initially intended, and in addition the House 
eliminated $78 million because of the insertion of a general provision authorizing 
the utilization of foreign credits (Deutschemark support) without deposit of 
equivalent dollars in the Treasury of the United States. In view of the foregoing, 
there is no question with respect to this $116 million reduction which is the sum 
of these two items. The Air Force is requesting restoration of the other reduc- 
tions that were made in regular Air Force syvropriations in a total amount of 
$265 million, as well as restoration of $25 million to tie Air Force stock fund. 

There has been no change in the requirements which were presented to the 
House, so far as concerns the estimates for ‘Maintenance and operation,” ‘‘Major 
procurement other than aircraft,” ‘Military personnel,” and ‘Research and 
development,’”’ where the reductions occurred. As will be brought out in detail 
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in your consideration of these appropriations, the Air /’orce must take issue with 
the announced basis for the reductions and the specific application of these 
reductions. We fear that if they were allowed to stand, these actions would 
prove unduly restrictive. In the long run it may well prove that we shall operate 
with considerable savings in the funds appropriated. We should like to have the 
flexibility necessary to management to make this possible. I have indicated 
previously some of the results of our management practices in fiscal year 1954 and 
assure you that we certainly intend to continue these practices in 1955. We ask 
only the opportunity to do so. 

As I have mentioned, we recommend against the proposed reduction in the 
working capital of our stock fund, and we ask the House’s proposed $25 million 
reduction not be made. Several new items are now under consideration for assign- 
ment to the stock fund. It is, therefore, desirable that the present working 
capital in this fund be maintained intact so as to permit prompt implementation 
of the financing of the new items to be included therein. The details supporting 
the restorations requested have been submitted to this committee in accordance 
with prescribed procedures. 

| believe it appropriate to convey to this committee my views with respect to 
the problems inherent in the mere ‘‘discounting”’ of funds requirements on the basis 
that past experience indicates that, in many instances, there is a certain amount 
of unobligated funds at the end of each fiscal year. It is important to note that, 
in the formulation of our estimates, full consideration is given to known factors 
that influence the amount of financing required, during any fiscal year, in order 
to attain announced objectives. Thus, our estimates when submitted to the 
Congress represent balanced requirements, after consideration of such factors, 
as well as consideration of the maximum deferment of procurements that can be 
delayed without adversely affecting our force buildup. On the other hand, the 
discounting of these requirements automatically necessitates reexamination of 
the program on which the estimate was predicated to determine, on a priority 
basis, the areas in which program adjustments must be made to accommodate the 
reduction in funds. Such action is not only costly and time consuming, but also 
impedes the timely implementation of the program. Such delays naturally reflect 
in the obligations for the period involved. 

I fully acknowledge that, for many reasons, which cannot be forecast in advance, 
it may well develop that the planned utilization of funds does not materialize in 
strict accord with that envisioned. To the extent that such ci:cumstances result 
in savings in ‘‘no year’’ approvriations, it has been my policy to earmark svecifi- 
cally these funds as I have indicated previously, and use them as was done in the 
fiscal 1955 estimates as a reduction in the amount of new obligating authority 
required; the same basic procedure of earmarking funds is followed in the annual 
appronriations. In the latter instance, however, the funds expire for obligating 
purposes on June 30 of the ‘year for which anpropriated and subsequently revert 
to the Treasury. Approximately $203 million of our 1954 funds fall in this 
category and will revert to the Treasury. 

In my oninion, there is no question that this latter procedure is much more 
advantageous than the mere discounting of requirements in that it not only per- 
mits the imrlementation of the program, on a requirements basis, but it also 
accomplishes the same objectives of the discounting technique without the inher- 
ent additional workload of reprograming and the resultant delay in the imple- 
mentation of the program. 

[ would like to comment briefly on what might appear, without explanation, to 
be an unreasonably large carryover of unobligated balances of fiscal 1954 and 
prior year funds of a no-year ty pe The total is currently estimated by the Air 
Foree to amount, as of June 30, 1954, to $4,058 million (excluding public works), 
after reservation of $103 million to cover military interdepartmental purchase 
requests estimated to have been issued as of June 30 but which will probably not 
be recorded as obligations as of that date. Of this total, we estimate that approxi- 
mately $1,905 million, referred to by me above, will be unprogramed and therefore 
available to be used toward financing the fiseal 1955 program. This unprogramed 
carryover is the result of changes in previously estimated program requirements 
which have taken place this year in our efforts to bring procurement into proper 
phase with the 137-wing program. It is estimated that $1,645 million of the 
unprogramed carryover will be in the aircraft and related procurement area, and 
$260 million will be in major procurement other than aircraft. Thus, our modified 
request of $11,084 million ($11.2 billion less the accepted reductions of $116 
million), plus the addition of this estimated $1,905 million unprogramed carryover 
would provide a total of $12,989 million to finance our fiscal 1955 program. 
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The balance of the estimated June 30, 1954, unobligated carryover in no. year 
funds amounts to $2,153 million and is required to complete the financing of the 
fiscal 1954 and prior year programs which are essential to the scheduled buildup 
of our forces. While we do not expect to be able to obligate these funds prior to 
June 30, 1954, they are earmarked for the valid requirements of previous years’ 
programs, and in no sense can be considered as available for financing our fiscal 
1955 program. 

The two types of carryover (the $1,905 million unprogramed and the $2,153 
million programed) both have been influenced to some extent by procurement 
and fiseal changes in fiscal 1954. These changes fall into two bread categorie 

(a) Changes in procurement policies which have had the effect of retarding 
actual obligation of funds. 

(6) Changes in methods of reporting obligations coupled with contract can- 
cellations, which have resulted in substantial deobligations during fiscal 1954. 

is an example of the effect these actions have had on reported net obligations, 
I would like to refer to the “Aircraft and related procurement” appropriation. 
New obligations in this appropriation threugn Mareh 31, 1954, amounted to 
approximately $1.8 billion. During the same period, however, deobligations total- 
ng approximately $1.4 billion were requested, which resulted in net obligations 
of only $368 million as of this date. 

In addition to all of the unobligated balances of no-year funds which have 
mentioned, we also expect to have $203 million of savings in our fiscal 1954 annual 
appropriations These savings also reflect our continuous efforts to obtain the 

aximum utilization of our rerources, and the management actions which I have 
previouely discussed. There funds will not be available for obligation in fiscal 
1955 and will revert to the Treasurv in accordance with law. 

I think I should emphasize that our two types of earryovers do, in fact, reflect 
our efforts to establish tighter control over funds and to bring our procurement 
in proper phase with the scheduled buildup of our 137-wing force. There are 
many good reasons why a procurement program cannot be, and should not be, 
put 100 percent on order in a given period of time. There can be no dispute 
about the necessity for the prudent use of appropriations. Programs should be 
carefully supervised on a day-to-day basis, and modified as may be necessary to 
give effect to the latest technological developments and improved management 
practices. It should be made crystal clear that the Air Force has not been 
handicapped ir taking any action to implement its planned program during the 
1954 fiscal year due to the lack of funds. In other words, the carryovers have 
been accomplished by the Air Force without adversely affecting the Air Force 
program 

I would like to repeat again that, while a portion ($1,905 million) of the total 
$4,058 million carryover has been freed by program changes to be applicable 
against the fiscal 1955 program, the other portion ($2,1 million) is already 
committed to the requirements of fiseal 1954 and prior year programs and will 
be used for these purposes. In other words, if it is assumed, as sometimes 
happens, that the $2,153 million can be applied to the 1955 program since it was 
not applied during fiseal 1954, then it must also be recognized that the require- 
ments for which these funds are earmarked will likewise have to be added to 
increase the 1955 program 








IV. GENERAL COMMENTS 


At this point I would like to make four general comments with respect to our 
fiscal 1955 budget: 

1. We have planned to clear up any personnel overages and shortages that 
exist and to have the personnel inventory on target by the end of fiscal 1955. 
This goal is contingent, however, on the Air Force attaining both 

(a) The procurement requirement.—This has been established as an average of 
approximately 11,000 nonprior service people per month; and 

(b) The projected reenlistment rate.—We have in all our calculations assumed a 
reenlistment rate of 33 percent, which we recognize is going to be difficult to 
obtain. If we could exceed this rate, we would be able to reduce our new pro- 
curement of military personnel with consequent dollar savings. On the other 
hand, if we do not attain a reenlistment rate of 33 percent, the Air Force may be 
in real trouble since it appears that we will have difliculty in compensating for any 
loss in the reenlistment rate through additional procurement. 

The problem we face, so far as reenlistments are concerned, is pointed up this 
year because 70 percent of the men due for release in fiscal 1955 are first-term 


airmen who entered the service following the outbreak of hostilities in Korea 
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during the pericd of high draft calls when motivation was more through duress 
than desire. We would like very much to exceed the reenlistment rate of 33 per- 
cent because with a 33-percent rate we will, by the end of fiscal 1956, have 41 per- 
cent of our airmen with less than 2 years’ service. As a matter of comparison, 
today only 26 percent of our airmen have less than 2 years’ service. 

Under these facts and circumstances it would appear that everything possible 
should be done this year to increase the attractiveness of the military career so 
that our airmen will be encouraged to reenlist and so that we get the highest 
possible reenlistment rate. 

If we disregard the question of quality for the moment, since it is difficult to 
put a dollar value on quality, it is my opinion that by the expenditure of funds to 
restore fringe benefits and to build housing and personnel facilities, among 
other things, the United States Government would, in the long run, be actual 
dollars ahead. We have heard at various times various dollar figures stated as 
the loss to the Government when a man does not reenlist. If we take the most 
conservative and assume that the only loss to the Government is the amount of 
money spent in training the individual, the Government will lose, when an airman 
does not reenlist, $2,500. 

As you all know, when an airman leaves the service he receives certain benefits. 
These benefits include, among other things, mustering-out pay; lump-sum 
payment for accrued leave; if he is unemployed, he may be entitled to unemploy- 
ment compensation in the amount of $26 a week for 26 weeks and he has all the 
rights and privileges of the GI bill of rights which includes substantial payments 
for education. In addition, he may receive a bonus from the State wherein he 
resides. It would, therefore, appear that the incentives that exist are incentives 
to leave the military service. I recognize that as long as we have the draft, 
these benefits cannot be taken away since they were established to help the 
serviceman to make up for the losses he sustained because he entered the service 
of his country. These benefits, from that standpoint, serve a worth-while purpose, 
but they certainly make our job harder. 

It is also true that these benefits are a cost to the United States and that, 
therefore, the loss to the United States Government when an airman fails to re- 
enlist is not only the $2,500 training cost referred to above but also the amount of 
money that the Government is committed to pay under these benefits. If we 
forget all the benefits except the benefit for education, we find that it is estimated 
that on the average 40 percent of all the Korean veterans will take some educational! 
benefits and that the average period of education to which they will be entitled 
is approximately 18 months, at an average cost of approximately $100 per month. 

The total of airmen whose enlistments expire (excluding those already pre- 
released) during fiscal years 1955, 1956, and 1957 approximate 635,000. If none 
of these men reenlist, the total cost to the Government would be $2,044,700,000, 
arrived at as follows: $2,500 training costs for all of the 635,000 men plus $1,800 
education costs for 254,000 men (40 percent of the total). A 33 percent reenlist- 
ment rate would, therefore save the Government approximately $681,560,000. If 
we could raise the reenlistment rate to 60 percent, we would save approximately 
an additional $550 million during this period of time. It seems to me that it 
would be worthwhile to use a part of that savings to pay for those things which 
might tend to increase the reenlistment rate. 

These would include, among other things, an increased reenlistment bonus, 
the removal of present limitations on the movement of household goods, improv- 
ing family housing facilities, removal of the requirement that the commissaries 
be self-sustaining thus necessitating a surcharge, increased medical and dental 
care, improving survivor benefits for Regular officers, an equalization of benefits 
between the Regular and Reserve officers, the provision of funds for education 
of dependents of military personnel that are stationed overseas, and the removal 
of the grade limitation for off-duty education. 

I recognize that we in the Air Force ourselves can do much, particularly in the 
field of rotation and assignment policies, to make the Air Force career more 
attractive, and I have requested that every effort be made in this direction. 
However, there are some areas which we cannot correct ourselves and in these 
areas we need the assistance of Congress. 

2. As the Air Force builds toward 137 wings by only a nominal increase in 
military strength, we will find that the qualitative composition of the require- 
ment changes. The Air Force can expand its combat structure within the per- 
sonnel goals we have set for ourselves only by further reduction in support areas 
In these support areas, the officer requirement is based on supervision rather than 
on flying or technical skills; furthermore, these areas contain few of the technically 
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skilled airmen who make up the bulk of our top noncommissioned officers. For 
this reason, when we reduce manning standards in the support function, or 
embark on a project like Native Son, we do not realize a proportionate reduction 
in officers or top noncommissioned officers, although, of course, we do make 
reduction in these areas. 

Conversely, the activation of additional combat units within approximately 
the same military strength, and the increased requirement for flying training will 
obviously require more officers in flying positions along with a greater number of 
highly skilled airmen to maintain and operate this force. 

For example, the reductions put into effect by us this vear were substantial, 
as indicated earlier in my statement, but resulted in the recapture of only 17.8 
percent of the total reductions in the top 3 grades, with 82.2 percent in the lower 
4 grades. Yet, when we added the 5 additional wings to the 1954 program, with 
their requisite supporting elements, we found it necessary to authorize 39.8 
percent of the total grades in the 3 top levels in order to provide the necessary 
technical skills with only 60.2 percent in the lower 4 grades. We are at the present 
time intensively making a study of our officer personnel, and we will reduce the 
requirement as much as possible. The only point I make here is that the reduc- 
tions in officer personnel may not be large enough to maintain the old ratio since 
our reduction in airmen in the lower skills are so substantial, and if we continue 
our policies so much of our savings will come out of the lower skills. 

3. It is my hope that your committee will consider the feasibility of permitting 
the Air Force to transfer funds from one appropriation to another and at the same 
time remove the graded civilian ceiling. It seems to me that this, if properly 
controlled, might well result in substantial overall savings. I believe that 
project Native Son is an excellent example of this type of transfer because by 
spending $5 million extra in the civilian personnel account we were nble to save 
30,000 military spaces. I recognize this transferability of funds between appro- 
priations and permission to exceed the graded ceiling would be desirable only if 
it could be properly controlled. 

Since the substitution of civilian personnel for military personnel involves costs 
that are financed from different appropriations, it is necessary that the Air Force 
be given some authority for the transfer of funds from one appropriation to 
another in order that savings resulting from the difference in the cost of each type 
of personnel can be effected, and at the same time, relief from the graded civilian 
ceiling. This; subject was discussed during the course of the House hearings and 
in recognition of the need for such authority, the House included a proviso in the 
general provisions of the Department of Defense Appropriation Act, 1955, which 
authorizes the transfer of funds between the appropriations concerned, provided 
that economy results therefrom. Unfortunately, however, the proviso has been 
so worded as to limit such transfers to savings that result from the substitution of 
“graded” civilian personnel rather than from the substitution of “graded and 
ungraded” civilian personnel for military personnel. In other words, I do not 
believe that it was intended that the authority be limited only to a part of the 
personnel program, especially since project Native Son, which pointed up the 
desirability of such a proviso, covered the ungraded civilian personnel. <A provi- 
sion which would incorporate the intent of the proviso inserted by the House, and 
at the same time grant the authority necessary to effect the maximum economy, 
has been submitted to the Department of Defense for consideration and inclusion 
in its comments to this committee on this subject. 

It is, as I have stated, necessary at the same time that the graded ceiling be 
removed. I recognize, as stated above, that the civilian ceiling was imposed for a 
very worthwhile purpose and it should not be removed unless the Congress can be 
assured that economies will result from its removal. It is to be noted that under 
the proposal, the civilian ceiling is only to be exceeded in the event that the 
military authorizations are correspondingly reduced. This is necessary to the 

Air Foree because we intend to extend the doctrines of project Native Son to 
the continental limits of the United States and are at the present time surveying 
possibilities in the Research and Development Command, the Training Command, 
and Air Defense Command with the idea in mind of replacing military personnel 
with both graded and ungraded civilians. We will be unable to do this under the 
structure of the present budget unless we secure: (a) The right to transfer funds 
saved in the military personnel account by such actions to the account under 
which the civilian personnel are paid, and (b) we are permitted to exceed the 
present graded ceiling to the extent where we replace military personnel. 

We, of course, do not intend and would not be able, under the House proviso, 
to replace the military with civilian personnel unless it would be more economical 
to do so. 
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SCOPE 





OF POSITION 

Mr. Wurre. First I would like to say that my job as Assistant 
Secretary, Management, comprises three fields. I am fiscal manager 
for the Air Force, which means I have cognizance over budgeting, 
accounting, and auditing; 

Secondly, I handle manpower, personnel, and Reserve forces, and 

Thirdly, 1 handle organization. 

Now, it wes my feeling in presenting my statement that Congress 
was entitled to know how the Secretary’s office—that portion which 
is my responsibility—-was set up so that it could be assured that we 
were staffed to assure that money was well and wisely spent. 

Secondly, I thought you would be interested in knowing some of 
the things that the Air Force has done during the last year, to show 
that we are trying to save money and at the same time build a top- 
flight Air Force, since it is an old saying that actions speak louder 
than words. 

The third thing I thought you might be interested in knowing was 
how our budget was prepared, so that you could be assured that the 
top-level people in the Air Force had been very careful in preparing 
this budget and very careful to make sure that not one unnecessary 
dollar was asked for. 

The last thing I wantea to mention was some general comments on 
certain matters I felt should be brought to the committee’s attention. 


OFFICE 





PERSONNEL 


My personal office is set up with five deputies who are all civilians, 
all experts in the various fields over which I have cognizance. 

At the same time the Comptroller of the Air Force and the Assistant 
for Reserve Forces report directly to me, as well as to the Chief of 
Staff. 

We also work very closely with all echelons of the staff. There is 
no barrier between my office or any officer, whether he be colonel, 
lieutenant colonel, or general. We have a unit set up in the Air 
Force called the Financial Policies Committee, of which I am chair- 
man. That committee composed of some of the top people in the 
Air Force, meet weekly with me. In those financial policy meetings 
each week, we review a different Air Force program. It might be 
aircraft one week, spare parts the next week, personnel, or public 
works. 

We take a look to see how the programs are coming along. If we 
find that the programs look like they might be in trouble or pretty 
close to trouble, we schedule them for an early presentation again so 
that we can watch them carefully. If we find that they are in trouble, 
we try to take corrective action so that the program can move faster. 
If we find that we cannot correct the condition that exists, we then 
take a look to see whether or not we can pull any money out of that 
program, Qur idea is that if a program is not going to attain the 
objective we promised Congress the day we were up here, we want 
to be sure that the money is not dissipated any other way; we want to 
make sure that we have it available to finance e the next year’s require- 
ments so that we can reduce our next year’s ; appropriation request. 
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FINANCIAL POLICY PROGRAM REVIEW 


As a matter of interest, the net result of these financial policy 
program reviews is that we have put in administrative reserve in my 
office approximately a billion nine hundred million dollars, and the 
budget before you is reduced by that billion nine hundred million 
dollars because it became available for financi ing the 1955 programs. 

We have two other programs which we use, one called an expendi- 
ture reduction program, under which we look into areas in the Air 
Force to determine whether there is a better way to do a thing for 
less money, and we have found various ways throughout the year 
where that could be done. The other program is my monthly briefing 
by the Director of Statistical Services, pointing up the latest infor- 
mation on the progress we are making toward our programed objec- 
tives. 

I think that gives you a very general idea how the office is set up. 


AIRCRAFT PURCHASE 


Senator Frrauson. Now, I would like to say something and have 
you try to analyze it. It has been pointed out that under the new 
rule it is necessary to decide much further in advance what type of 
aircraft will be bought and just what the specifications of the aircraft 
will be. 

Now, there has been a charge made that this may be all right from 
a bookkeeping program, but that it is the wrong approach in giving 
our flyers the best possible chance of living when in combat against 
the enemy. 

I would like to have you comment on that. And a further charge 
has been made that as a result of the budget cut the Air Force has 
been forced to use lower caliber mechanics and that your pilot training 
has been curtailed. 

Will you give us an answer on these charges levied against the Air 
Force? 

Mr. Wuirer. The answer to the first question is “No.” What we 
are all trying to get is the best plane for the United States as quickly 
as we can get it. 

Now, money alone does not produce the best plane. I think I can 
go back and give you an example of the F—84—F as an illustration of 
going ahead and deciding we have a plane and spending money, and 
finding out it is not all that we expected. 

The F-84—F was meant to be an extension of the F-84—E. They 
rushed into production with it and the F—84—F didn’t work out as 
quickly as expected , so that the system of moving ahead fast resulted 
in spending a lot of money and in probably getting less, because when 
you have money in the program you don’t like to back out of it. 
The delays in this program were so substantial that deliveries of this 
aircraft will overlap with deliveries of more modern planes which 
will soon be available. The experience with this airplane is an example 
of what happens when a new model is rushed into quantity production. 

Senator Fercuson. When was that? 

Mr. Wuire. The original letter contract for F-84—F airplanes was 
signed in July 1950. The F-S4—F was placed into accelerated pro- 
duction at the outbreak of the Korean war due to the urgent need 
for a fighter-bomber aircraft with increased performance. 
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Senator Tuyr. Mr, Chairman, might we also have the number of 


these F-84—F’s that were put out and then engineering that had to 
be done? 


Mr. Wurrer. We will supply that for the committee. 


(The material referred to, being classified, was filed with the 
committee. ) 


QUALITY OF PERSONNEL IN HARD CORE SKILLS 








Mr. Wurre. Now, the answer to your second question is this: It 
is true that the Air Force is suffering from low quality personnel in 
certain of its hard core skills. It has nothing to do with the budget 
cul. 

Senator Fereuson. In other words, it was not a question of money 
at all? 

Mr. Waire. No; it is a question of time. 

| would like to discuss this a little bit because this has been talked 
about a lot and it is of a great deal of importance to the Air Force. 

We are in a situation where we get our people on 4-year enlistments. 
Almost half of the 4 years is gone before we get a man trained. 

The question of quality depends on reenlistments. The greater 
the period you can get a trained man to stay and the longer period of 
time he will stay with the Air Force, the more valuable he becomes. 

To cite some figures, just through the natural expiration of enlist- 
ments, unless we get greater than a 33 percent reenlistment rate, 
41 percent of our Air Force people will have less than 2 years’ experi- 
ence by 1956, 

Now we did certain things to correct the situation within this 
budget. I mean we have gone further ahead, it is my belief, than 
we ever were before when we had more money. 

When we came in and took a look at the program it appeared that 
there were personnel surpluses and there were shortages. ‘There were 
about 70,000 surplus cooks, bakers, meatcutters, automobile drivers, 
and other nontechnical skills, and at the same time there was 
about a 70,000 shortage in fire-control system mechanics, aircraft 
mechanics, and other high skill categories. 

Overall it looked as if you had the required number of people, 
because numberwise 70,000 offset 70,000, but the cook could not be 
a mechanic. 

So we said, we will remove the 70,000 surplus and we adopted what 
we call in the Air Force an early release policy. On the other hand, 
we would replace these men with new men who would be with the 
Air Force for 4 more years and we would train these men to fill the 
hard core shortages. 

I think this is one of the greatest evidences of the fact that the 
Air Force has really demonstrated it is economy-minded, and wants 
to come out with a topflight Air Force for the lowest possible cost. 

We took three categories of people. First, we said that anybody 
who was returning from overseas and had only 6 months left to finish 
his enlistment, if he didn’t want to reenlist, and he was in one of these 
surplus categories, we would let him out immediately, rather than 
keep him the last 6 months. 

The reason we did that was this: To change him from a cook to 
something else, we would have to send him to school, and it takes us 
3 months to get a fellow back from overseas and assigned to a base. 
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So the net result was that we would have lost any benefit for prac- 
tically the whole 6 months and have been paying him all of the time, 
and he would have been of no use to us. We also saved the travel 
money. 

Senator KNowLanp. How many took advantage of that policy? 

Mr. Wurrx. I will give you the three categories and then give you 
the totals. 

The second group we let out was those people who had been in the 
Air Force for a period of 2 years and had given complete indications 
they had no capabilities of being trained in the skill we needed. We 
let them out. 

The third category we let out was anybody in one of these surplus 
areas who had been in the Air Force 3 years and, therefore, only had 
1 year left. We let him out if he did not desire to reenlist and if he 
would continue to remain surplus for the whole year. 

The reason we did that was that there wasn’t any point keeping 
him in if at the time we really needed him his enlistment would have 
expired. 

Under those three policies we let out 67,000 people. 

Senator Frerauson. So your 70,000 was not far wrong. 

Mr. Wurre. That is right. 


PERSONNEL TRAINING OF REPLACEMENTS 


The next thing we did was to replace those 70,000 people with new 
people who were going to be with us for 4 years. We moved those 


new people into training programs to train them into the skills that 
were short, to replace the 70,000 figure that I gave you as shortages. 

In addition we upped the technical- training ‘load: Under the old 
program, the 143-wing program, they only had a 36,900 technical- 
training load. We raised this to 54,000. The purpose of raising it 
was to take these new fellows coming in, send them into training in 
the hard-core skills, and get them out as trained mechanics, in order 
to fill the shortages that had existed in the Air Force. 

The next thing we did was to plan to relieve our shortage at the high 
skill level within a skill. 

We provided within our military manpower structure for 16,500 
spaces solely for the purpose of upgrade training. 

So the net result is that we have moved ahead to lick the problem 
and at the same time reduced force. 

Senator Ferauson. Now you have answered this part then about 
the type of aircraft that is planned in advance. 

Mr. Wuire. Yes, and I have answered the question on mechanics. 


FLIER SURVIVAL 


Senator Ferauson. This charge that they sent as to giving our 
fliers the best possible chance of living when in combat against the 
enemy, they say it won’t do that. What is your answer to that? 

Mr. Wuire. My answer is that it will, because of the fact that the 
Air Force went ahead full scale, spent a lot of money on the F—-84—F, 
and is only now finally making it a satisfactory plane. 

When the money got tied to the F-84—F we had to stay with that 
plane rather than moving to a better plane. The delivery of that 
plane is overlapping with deliveries of a more modern plane. We 
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would have probably gotten it faster if we had gone slower in the 
beginning. 

We are now making sure that before we get into a plane and get 
ourselves tied to that plane, we have a plane that will work and will be 
a good one. 


REDUCTION IN PLANE TOTAL 








Senator Ferauson. Now, they have said that approximately 950 
planes were cut from the program despite the fact that the testimony 
before the committee had indicated that there was no intention of 
cutting back aircraft production in the revised program. 

Will you, Mr. White, or General Picher, give us an answer to that? 

General Picner. Yes, sir. During the period when we were on 
the interim program, which was so understood by both this com- 
mittee and the Air Force, of 120 wings, we were authorized by the 
Secretary of Defense to keep the combat and training aircraft asso- 
ciated with the earilier, larger force of 143 wings until such time as the 
Joint Chiefs of Staff had reevaluated the forces of all the services. 
That provision was made so that if the evaluation of the Joint Chiefs 
went to a level higher than the interim of 120, or back up to 143 wings, 
the aircraft, which had been provided for from 1953 and prior appro- 
priations would be available to equip those units. 

The cuts in the aircraft to which you refer—combat and training 
aircraft—were excess to the needs of the 143-wing program. 

Those excess were generated in three ways: First, the cessation of 
hostilities in Korea cut out the combat losses of aircraft, which were 
higher than the losses which we would normally expect in peacetime. 






























PROGRESS OF MODIFICATION PROGRAMS 





Further, the modification programs, on both the F-—84—-F, which 
Secretary White referred to, and the B-47, did not progress as 
expeditiously as we thought, so that fewer B-47’s and fewer F—-84—F’s 
were flying than we had originally planned and, therefore, since they 
were not flying, there were no operational losses or attrition. 

That gave us an excess. 

Mr. Wurre. The record should show clearly that the cuts of the 
planes you are talking about were in excess to the 143 wing program. 
Mr. Wilson made it very clear; the Secretary of the Air Force, and 
General Twining and everybody else knew that we were to keep on 
procurement all of the combat planes necessary for the 143-wing 
program. 

When this cut was made it was clear to everybody that it was of 
airplanes that were not needed for 143 wings. 

Senator Frerauson. So it did not cut our combat strength. 

General Picner. It merely removed aircraft which were excess to 
our needs in the 143 wings. 

Senator Turn. If I might, before we leave that point, what type of 
plane do you now have reference to as being excess to the 143 wings? 

Mr. Wuirr. What we are talking about, for example, was some of 
the B-47 which had been bought on the basis of an attrition that 
never occurred. 

Senator Tuyr. Were the F-84’s some of these that might be 


classified as excess? 


iS AN aie 
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PRODUCTION OF F-84’s 


General Prcoer. There were more carried on our production 
schedules than we had need for in that category. 

Senator Turn. F-—84’s? 

General Picuer. Yes. 

Senator Torr. And the F-84’s were a mistake from the standpoint 
of the best type of plane? 

General Picurr. No, sir. 

Senator Tuyr. I thought I understood that the F—84 was not the 
desired plane. 

Mr. Wuire. If I gave you that idea, I am wrong. 

Senator Tuye. I am afraid I got that impression out of your state- 
ment. 

Mr. Wuirr. We are going to fly F—84F’s. 

Senator Toyz. Now you put an F init. I understood you to say 
that the F-84G was the more desirable plane. 

Mr. Wuire. No. 

Senator THyr. The G was not entered into and I understood your 
G was a more desired plane. 

Mr. Waite. No. 

Senator Tuyn. Now the F—84G was the plane that you say was not 
the best and not the most desired? 

Mr. Wuire. No. 

Senator Ferauson. Do you want to straighten out the record? 

Mr. Wuirer. Thank you, sir. I should like to clarify my statement 
at this point. 


(The following statement was submitted:) 


Brier History or THe F-S4F 


The F-84F program was initiated in mid-1950 after Republic Aviation had 
submitted proposals to increase the performance of the F—84G by changing to a 
swept-wing and using an increased thrust engine. Because of the Korean re- 
quirement which I mentioned earlier, in the fall of 1950, the first procurement of 
several hundred planes from fiscal 1951 funds was ordered on the basis of pre- 
liminary designs. No prototype had been tested and, in fact, design and pro- 
duction engineering had yet to be completed. Quantity procurement of the plane 
was made at this early stage of its development because it was thought that the 
F-84F was simply a further development of the F-84G, which was already being 
successfully produced. 

The F—84F was to be powered by a brand new engine of British design. This 
engine had not as yet been completely ‘‘de-bugged,”’ but a prototype was available. 
The engine was to be production engineered by the United States manufacturer to 
American standards. The British drawings were to be redrawn only to provide 
for United States measurements and threads. 

The original production schedule for this plane, prepared in August 1950, 
called for the first deliveries of the production version by the fall of 1951, about a 
year after the start of production. The first production models were not deliv- 
ered until the end of 1952, 14 months after the original schedule date. Production 
of any great quantity of airframes was not achieved until the middle of calendar 
year 1953. The difficulties involved in the production of the F-84F and its engine 
had been grossly underestimated at the time the plane and the engine were put 
into quantity production. As work proceeded on both the airframe and the 
engine, a number of serious design and production difficulties were encountered. 
The relatively simple changes to the F—84G envisioned in the original proposal 
disappeared along the way. Instead a new F-—84F appeared with a wing design 
utilizing spars which represented a considerable advance over previous manufac- 
turing methods, The production of these spars required the use of heavy presses, 
the available capacity of which fell far short of that required for this and other 
programs. These spars were to be fabricated of two large forgings, rather than 
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numerous bits and pieces as had formerly been the case in the manufacture of most 
aircraft. 

As early as July 1951 the contractor advised the Air Force that it was experienc- 
ing difficulty in mé@eting its contract schedule for both the fighter and recon- 
naissance versions of this aircraft due to a serious delay, both in the production 
of wing forgings and in the receipt of an acceptable engine. A breakdown of the 
country’s largest heavy forging press greatly aggravated this situation The 
wing had to be redesigned to enable construction with available tools and facilities. 
In addition numerous structural problems arose during the course of production 
necessitating a large number of major engineering changes, not only to the air- 
frame but to the engine and other components as well. Asa result it was necessary 
in September 1951 to revise the schedules for these aircraft. 

At about this same time the requirement for these aircraft was substantially 
increased under the Air Force’s 143 wing program, and additional procurement was 
programed. An additional contractor was brought into the picture as a second 
source producer of the plane. Also to meet the increased requirement for th« 
engine, a second source producer of the engine was established. The second source 
contractors inherited the same production problems that were being experienced 
by the prime contractors. 

During the past year most of the design and production difficulties have bee: 
resolved and more realistic production schedules have been established. The 
delays in this program, however, have been so substaritial that deliveries of this 
airplane will overlap with deliveries of more modern airplanes which will soon 
be available. Action has already been taken to reduce the number of these 
airplanes on order 

The experience with this airplane is a prime example of what happens when a 
new model is rushed into quantity production. Our new production policy of not 
committing large quantities of airplanes to high rates of production until adequate 
testing and production experience are accumulated should minimize the oecurrence 
of this type of situation in the future. 


DESIGNATION OF PLANE 


Senator KNow.Lanp. While you are straightening the record you 
might, for the benefit of the laymen on the committee, explain why 
you go from G to F rather than F to G. 

General Asrensto. I inquired into that yesterday because of a 
natural curiosity. What happened was that when the plane had 
reached that modification or improvement which represented the E 
stage—— 

Senator Fercuson. Now you are in E? 

General Asensio. Yes. 

You start with the F—84 just by itself. 

Senator Tuyr. Without any initial following the 84. 

General meg As initially designed we call it the F-84; before 
it becomes an F-84, it has been an F-84—X, which means experimental. 

Then as eects are introduced, maybe a larger engine, 
something of that sort, but enough to constitute a difference in model, 
you go and add a letter to indicate what improvement is represented. 

So you go through the A, B, C stage. Now that letter is introduced 
at the time the modification is considered so that when it came to 
the idea of an F-84—F following the E, which I believe was never 
produced in quantity, then the F was attached to it. 

Senator Corpon. Why, if there wasn’t an E produced, why in the 
name of God didn’t you make the F-84, F-84E, and go down through 
the alphabet? 

General Asensto. Because there was a plan for improvement 
which was under consideration and was handled with the E desig- 
nation, sir. 
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Senator Corpon. In other words, before you could get E through, 
you were in F? 

General Asensio. That is right. 

Senator KNowLanp. In the meantime did you run through A, 
B, C, and D? 

General Asensto. Yes, sir. 

Senator KNowLanp. That is what you normally expect, but then 
you tell us you go from G back to F. 

General Asens1o. What happened was that the F was the first 
swept-wing version of the F—84 and a great many design problems 
were introduced by virtue of that fact. 

In the meantime, it was found that an improvement could be 
introduced by incorporating a more powerful engine. ‘That umprove- 
ment on the straight-wing model was the G. So that the G in fact 
became available before the F. 

General Picuer. The G flew in Korea and was a very fine airplane. 
What you are going to get out of the F will be a better airplane. It 
is not a useless airplane and it is going to get well. It has slipped in 
time a great deal due primarily to difficulties with the tail which they 
are working on. 

Senator Tuyr. It was not a question of dollars and cents that 
brought about a time lag? 

General Picuer. No, sir. 

Senator Tuyr. An engineering question entirely? 

General Picner. Which resulted from the feeling of urgency that 
was attendant on the Communists coming into Korea and on the 
explosion of the Russian atomic bomb. 

Those things pushed us ahead faster than we should have gone. 

Mr. Wuire. I cite that as an example in the answer to the question 
you read me to show that spending the money and pushing ahead is 
not the best thing because you might end up in trouble. 

General Picuer. Mr. Chairman, I said there were 3 reasons for 
that overage of the aircraft attendant on the 143 wings. I only gave 
you two. I would like to give you the third because it is most 
interesting. 

We had no experience in the losses that we would get in a jet 
bomber. We had nothing but the B—50 and the B—29 experience to 
go on. Since the jet bomber is a faster and more difficult plane we 
thought the losses would be higher. 

As we gained experience, however, we found that our losses were 
appreciably less in B-47’s than we had thought they would be. 
Therefore, we had included in the production schedules more aircraft 
for attrition than we needed. That is the third factor which con- 
tributes to that reduction of aircraft to get us down to the true 


RATE OF ATTRITION 


Senator KNowLanp. Before you had some actual experience in it 
you had contemplated that your rate of attrition would be higher 
than it was and therefore your expense for replacement purposes was 
larger than it needed to be. 

General Picuer. Yes. 

Senator KNowLanp. Now I think, Mr. Chairman, we ought to 
know how much of this can be available for discussion on the floor 
because some of these questions are in the minds of Senators 
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We have a security problem concerned with, but we also have 
problems of explaining to the 96 Senators who are going to be voting 
on it, 

General Picner. | think everything that has gone in the record 
so far is unclassified. 

Senator Fercuson. About this tail? 

General Picuer. Yes, sir. I think it is well known and it has 
been written up in aviation magazines. 

Senator Frrauson. We usually get our personal information from 
the press. 

General Picuer. I do, too. 

Senator Fereuson. | would like to have an explanation, too, of 
why there has been so much deobligation of funds during the year. 

Mr. Wurtz. | think I can do that for you, sir. I think you are 
referring primarily to the aircraft. 

Senator Fercuson. Yes. 

(The information referred to, being classified, was filed with the 
committee. ) 

Mr. Wuirs. Now as of March 31, and this has not been very well 
understood—the papers have carried it without explaining it—we had 
a gross obligation of about a billion eight hundred million dollars. We 
had deobligations of about one billion four hundred million dollars. 
So that when it is reported out on a net basis it appears that we have 
actually obligated only about $400 million, actually $368 million as 
of March 31, which is misleading because we have actually obligated 
around a billion eight hundred million dollars gross. 


DEOBLIGATIONS 


Now our deobligations fell in three categories: Contract termina- 
tions in the amount of $931 million, release from obligation of unpro- 
visioned spares and spare parts in the amount of $351 million, and 
price redeterminations and accounting adjustments in the amount of 
$163 million. 

Now let me go back to take these three in order. Contract termina- 
tions of the type that General Picher mentioned, apply on the cut- 
back of the planes we didn’t need, partly because of a lower attrition 
experience than was originally programed. 

We had the same problem in engines. We set up an actuarial sys- 
tem to determine what the life of an engine would be after we had some 
experience with the engine and we found out that we were buying a 
great many more engines that we needed, so that the engine contracts 
were terminated. 

PURCHASE OF JET ENGINES 


Senator Corpvon. How long had that practice been going on, of 
buying too many engines? 

General Asensio. That went back again to the question of esti- 
mating for a new and radical departure. Our first experience with 
jet engines—since this was a technological advancement—indicated 
that we got very little flying time between overhauls, and, conse- 
quently, when we took an engine out for overhaul we ‘had to have 
another to put in. 
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This is logical development of experience, really. We have found 
ways and means for improving in major degree the time between 
overhauls on these jet engines. 

And it was in the jet-engine field where we had these contract 
terminations. We found, for instance, as I believe we informed the 
committee last year or the year before, that we could go a long way in 
having minor overhauls done in the field. 

Originally, the jet engine was so new it was considered that nobody 
but depot personnel could work on it. So that as we instituted minor 
repairs in the field we put the engine back in the plane without undue 
loss of time; thus we saved on the long route of shipping back to depot, 
having a major overbaul, and shipping it back to the place of use. 

Senator Corpvon. What I do not understand about that is this, that 
you have a jet plane in the field and you need an engine overhaul, you 
take it out and put another engine in its place, don’t you, so you can 
use that plane? 

General Picuer. Not entirely, sir. 

Senator Corpon. If you do not do it I can see where there would 
be some saving but if you don’t you can’t. 

General Picner. In the case of the F—80, which used the J—33 
engine, the buckets on the compressor are very carefully balanced 
because it turns so fast, so if a bucket flew out the whole engine had 
to go back to the depot. 

We then progressed so that by changing a pair of matched blades 
on opposite sides in the field you did not have to remove the engine or 
substitute a new one. 

It was a progression of learning, of being able to do more without 
changing the engine which cut down the number of depot overhauls 
and therefore reduced the number that you would have to have in the 
pipeline. 

Senator Corpon. You had to have fewer engines and more parts? 

General Picuer. Yes, sir; and a much more economical and sensible 
operation, through experience. 

Senator Fereuson. You did not cut the Air Force capabilities by 
cutting out these so-called revolving engines? 

General Picupr. No; you increased it because you had less physical 
material to worry about and you also had much shorter time to get 
the same airplanes back in the air. 

Mr. Wuirse. Now the other two categories I mentioned, $351 million 
and $163 million, primarily did not result in any reduction in what we 
wanted at all, at any time. 


PURCHASE OF SPARES 


On spares, for instance, we would sign a contract on spares, we 
would say we would buy 30 percent of the dollar value of the plane 
in spares and we would set a value on it, we will say $10 million. 

When we came along to itemize the spares necessary for the plane 
they didn’t cost $10 million, they cost $8 million. So $2 million would 
be available for deobligation. 

Senator Corvon. In your squadrons or wings in the field, how many 
spares did you originally feel you had to have for a given number of 
planes? 
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General Picnrr. I don’t think that any one here could answer that 
specifically. 1 think we would have to refer that to the materiel people 
and use a specific example and a specific time, because as we learn to 
run these new types the number of spares decreases with our learning. 

Senator Corpvon. I thought perhaps you could be specific about it 
and help this committee. I would like to be able to say with respect 
to that very matter at a given time we had so many X spares for Y 
number of engines, now we are down to X minus 10. 

Mr. Wurrr. We will supply that for the record. 

(The information referred to follows:) 

The numbers of spare engines required for support of Air Force aircraft have, 
over the past several vears, been decreasing. This has resulted, primarily, from 
increases in engine performance, reduction of overhaul pipelines, better program- 
ing factors, refinements in computing procedures and the establishment of a 
base-level engine repair capability. Examples of these reductions in spare 
engine requirements are as follows: 


Aircraft 
Spare 
Engine life engines 
Approximate | Identifica- required 
number tion 


Hours Percent 
1, 400 J ) i 83 
3, 000 J 7 . 39. 
, 000 “ 175. 
1, 800 | 3 49. § 
500 Z { 175 
2, 500 | 7 5 


(The aircraft and engines represented in the above examples are classified and 
has been furnished to the committee.) 

The above examples represent not only the fact that engine support require- 
ments have gone down while the numbers of aircraft have increased tremendously 
but they also represent a reduction in support requirements and an increase in 
utilization of the aircraft. In some cases the aircraft are flying 500 percent more 
today than they did in the earlier periods 


KING REPORT 


Senator Frreuson. Didn’t we go from 64 plus percent to 33 per- 
cent on the spares? 

General Asmnsio. No, sir. 

Senator Fereuson. Do you remember the King report? 

General Asensro. Yes, sir. In our experience so far we have gone 
in initial spares from 42 percent to approximately 30 percent. Now 
this has been a gradual—— 

Senator Ferguson. Was it not at one time in the sixties? Did the 
King report not show that? 

General AsEensto. Not to my recollection, sir. 

Mr. Wurrtr. One thing I should like to say is this, so that the wrong 
idea does not get into the record: There was no waste of money, there 
were not any engines bought and thrown away as a result of this 
because these contract terminations came off the end of the schedules. 

In other words, we are talking about the contracts that had been 
entered into. The engines had not been delivered. 

Senator Ferevson. You are talking about initial spares and not 
overhaul spares? 
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Mr. Wurrs. That is right. 
(The information referred to, being classified, was filed with the 
committee. ) 
BOOKKEEPING TRANSACTIONS 


Now the third category which I refer to as the $163 million group 
involves purely bookkeeping transactions, such as price changes, 
renegotiations, and a change in methods of recording obligations. As 
an example of the latter, we might have written a letter of intent 
where we put the obligation figure down for the whole contract at $50 
million, vet the initial letter contract required only 40 million; when we 
came back and looked at it, it was brought back to the minimum letter 
contract requirement. 

Also, in that third category comes changes in price determination, 
where we had one price from the contractor and we knew there 
was an escalator clause in it and we fixed the price at what we guessed 
the escalator clause would result in, only to find later that the price 
was not that high. 

PERSONNEL REQUIREMENTS 


Now I would like to say one thing more if I may, out of my original 
statement, because I think it would be interesting to the committee 
to know what has ieomcmeihe over in the Air Force to save money this 
vear in the field of personnel. I remember that when we were here a 
vear ago and we were talking about personnel as one of the big worries, 
since there appeared to be grave doubts expressed by some as to 
whether we were going to be able to have enough men to man our 
force. At that time the estimates on the basis of the personnel policies 
and the manning standards that existed, indicated we would need 
997,000 people for 110 wings and 1,031,000 people for 115 wings and 
1,053,000 for 120 wings. At that time, also, we planned to get 110 
wings by the end of fiscal 1954, 115 wings by end of fiscal 1955, and 
120 wings by the end of fiscal 1956. 

Through certain actions which have taken place in the Air Force 
this year we reduced personnel requirements so that we could get 115 
wings by the end of this fiscal year. In other words, we got 5 wings 
more this year than estimated, and we will get them for not more 
than 955,000 people, or at least 42,000 people less than was estimated 
even for the smaller force of 110 wings. 

If you compare the earlier estimate of 1,031,000 required with the 
955,000 now estimated to be required for the 115 program, you will 
find there is a 76,000 smaller manpower requirement. Furthermore, 
we got the 115 wings a vear earlier than was originally anticipated. 


ECONOMY MEASURES 


Senator Tuyr. Where is the economy? Just where did you spe- 
cifically accomplish this economy in not only dollars but in manpower 
in order to bring up the efficiency and the increased number of wings? 

'r. Wuire. We did it in the following way: First, we cut manning 
standards. I will give you a couple of examples of where we cut man- 
ning standards. Under the old system there was a formula estab- 
lished which said that you should have 2.5 meatcutters, cooks and 
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bakers for every hundred people you have in the Air Force. It was 
assumed that 75 percent of the people ate in the messes. 

What we did was to actually check to see if 75 percent of our people 
were eating in the messes, we made a survey. The formula was all 
right. but the question was did 75 percent of the people actually eat 
in the messes. We found that 75 percent of the people didn’t eat in 
the messes; more than was figured ate in restaurants. 

Senator Taye. Who paid:for it? 

Mr. Wuire. They paid for it themselves. 

Senator Tuys. In other words, it is a choice of, ‘I will eat here or 
I will go to the mess’’? 

Mr. Wurre. That is right. 

Senator Ture. How could you determine that that was going to 
be the routine habit of men day after day, month in and month out? 
The reason I am asking this is that we have to defend ourselves. We 
are going to be faced with not only an attack but we are going to be 
faced with amendments to increase this money. There is public senti- 
ment in favor of it. 

Therefore, did you know that you could figure on reducing the cooks 
and the various types of men, knowing that the habit was so firm 
that you would never have over 75 percent eating there? 

Mr. Wurrer. The studies that were made were conclusive enough 
to satisfy the military people on the staff as well as the Secretaries 
that the savings could be made. 

Senator Frrcuson. And it has been demonstrated to be correct? 

Mr. Wurre. It has been going for 6 or 8 months and we haven’t 
had any problem. We took out 8,000 spaces that way. 

Now the next thing we did—-I am not going to go all through 
manning standards 


LETTER OF COMPTROLLER GENERAL 


Senator Ferguson. Mr. White, I have before me a copy of a letter 
the Comptroller General forwarded to the Secretary of Defense last 
January 4, where'n he outlined three areas where savings could be 
effected in the travel of military personnel. Although a report on 
this matter was requested some time ago it has not been forthcoming 
as apparently this matter is still under consideration within the 
Defense Department. 

Since you are a member of the Per Diem Travel and Transportation 
Allowance Committee, I should like to ask you a few questions con- 
cerning the suggestions of the Comptroller General and I will make 
the letter a part of the record. 

(The letter referred to follows:) 

CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, January 4, 1954. 
The honorable the Sprcrerary or DEFENSE. 

My Dear Mr. Secretary: Report of the Committee on Appropriations, 
United States Senate, on the Department of Defense appropriation bill, 1953, 
expressed a belief that economies could be effected in the travel of military per- 
sonnel, and requested that the Secretary of Defense advise the committee of the 
administrative action taken by each of the military departments to reduce the 
cost of such travel during the fiscal year 1953. 

In view of the committee’s interest in this matter, the General Accounting 
Office, Air Force Audit Branch, brought to the attention of the commanding 
general, Air Force Finance Center, Denver, Colo., three areas in which it was 
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believed that economies could be effected in the travel of military personnel 
without detriment to the traveler. It is understood that these suggestions 
were forwarded to a “working group” established at headquarters, USAF, to 
examine into ways and means of effecting economies in military travel in response 
to the request of the committee. 

The General Accounting Office recently has been furnished a copy of the Depart- 
ment of Defense report to the Senate Appropriations Committee, and it is noted that 
the report contains no reference to the economy suggestions made by the Air Force 
Audit Branch. Since these suggestions seem to be entirely logical and feasible, 
I feel that I should bring them directly to your attention in order that they may 
receive further consideration on a servicewide basis. They are set forth on the 
attached memorandum. 

In this sane general connection, attention is also invited to my letter of Decem- 
ber 29, 1952, B-112255, pointing out that the current travel regulations not 
only permit, but require, wasteful and improvident expenditures of public funds 
because commanding officers in the field who issue the great bulk of travel orders 
have no authority and are not permitted to restrict per diem payments regardless 
of the facts in the particular cases dictating such restrictions. 

An expression of your views on these matters and advice as to any action taken 
with respect to them would be appreciated. 

A copy of this letter is being sent to the chairman, Committee on Appropria- 
tions, United States Senate. 

Sincerely yours, 
Linpsay C. WARREN, 
( omptrolle r General of the United States 


Summary of suggestions made by General Accounting Office, Air Foree Audit 
Branch, in August 1952, to the commanding general, Air Force Finance Center, 
Denver, Colo., with respect to areas in which economies could be effected in the 
travel of military personnel. 

1. The use of Rand MeNally Highway Guide as the official basis for computing 
distances in all cases where reimbursement for travel performed by automobile 
is made on a mileage basis. 

Under section 303 of the Career Compensatton Act of 1949 (63 Stat. 802) th 
Chief of Finance of the Department of the Army is authorized to establish mileage 
tables to be used as the basis for determining the distances used in payment of 
monetarv allowances in lieu of transportation. The Official Table of Distances 
published pursuant to this authority uses the shortest usually traveled rail route 
as the official distance and these distances are used for all modes of transportation 

A comparison of the first 3,700 distances stated in the official Table of Distanees 
which were susceptible of verification with like points in the Rand MeNally 
Highway Guide showed that: 

1. In 3,100 distances, Rand McNally were shorter 

2. In 547, the official table was shorter. 

3. In 53 there were no differences. 

The net difference in total mileage was 214,718, i. e., the combined total of 
the Rand McNally distances were that much shorter than the combined total of 
same distances established in the Official Table of Distances 

The following table illustrates some of the differences between the Official 
Table of Distances (OTD) and the Rand MeNally Highway Guide: 


? Yifla 

From To + OTD saci a 

Miles Miles Miles 
Hot Springs, Ark Salt Lake City, Utah 1, 764 1,444 320 
Augusta, Maine San Diego, Calif 3, 544 3,172 72 
Austin, Tex Seattle, Wash 2, 567 2, 224 843 
Fort Benning, Ga Madison Barracks, N. Y 1, 285 711 574 
Billings, Mont Fort Bragg, N. C 2, 401 2, 100 301 
Bismarck, N. Dak Denver, Colo 1, 116 696 120 
Boise, Idaho El Paso, Tex 1, 700 1, 248 452 
Fayetteville, N. C Fort Lewis, Wash 3,314 2,979 35 
Seattle, Wash Laredo, Tex 2,819 2, 318 wl 
Brownsville, Tex Seattle, Wash 2, 934 2, 522 412 


The distances verified comprise approximately one-eighth of the distances 
established in the official table; therefore, it is estimated that the excess mileage 
for the entire table would amount to at least 144 million miles. The performance 
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of only 12 trips by auto between all of the points stated in the Official Table of 
Distances when multiplied by the going mileage rate of $0.06 would create an 
excess cost to the Government of over $1 million. 

The widespread use of automobiles and the ever-increasing use of airplanes for 
official travel of military personnel plus the fact that transportation requests can 
be utilized for rail travel also raises the question as to whether the administrative 
costs of compiling, publishing, and keeping current the Official Table of Distances 
are justifiable 

It is proposed that recommendations be made to the committee that the author 
ity to prescribe mileage tables now vested in the Chief of Finance, Depart nent 
of the Army, be withdrawn and the payment of mileage be limited to highway 
travel with computation to be based on officially recognized highway distances 
Such a procedure would be consistent with civilian practices, serve to stop the 
waste of Government 


f 


inds now brought about bv the use of rail distances i: 
computing highway travel of military personnel, and effect a savings in the 
administrative costs now involved in establishing mileage tables 

2. The discontinuance of payment of a monetary allowance in lieu of tran 
portation to more than one military member when travel is performed jointly by 
privately owned conveyance 

Joint travel regulations presently permit payment of a mileage allowance of 
$0.06 per mile in lieu of transportation and subsistence for all members traveli: 
in one privately owned 


th 


com nce on a permanent change of station. So muc! 
of e payments representing transportation made to the rider members appears 
to be unwarranted We feel that under such circumstances the riders have been 
furnished transportation in kind and should only be reimbursed for their sub 
sistence expenst 

The same condi 1 prevail where more than one member travels in 
privately owned co1 ance in the performance of temporary duty Re 
tions permit pay! ni to all suc nem be ot a monetary allowance in lieu of tran 
portation plus a per diem in lieu of subsistence. The payment of a monetary 
allowance In lieu of transportation to the members who merely ride in the auto 
mobile amounts 

o iMscontinuance « of monetary allowances in lieu of | ansporta 
tion for de} lent aveling wi members in a privately owned conveyance 


on Dp al 


his suggestion was based on the premise that the Career Compensation Act 


of 1949 Jimits the reimbursement of travel expenses on account of dependent 


to transportatio When the dependents accompany a member who is paid 
mileage for the use of an automobile it would appear that the dependents hav: 
been furnished transportation in kind, thus fulfilling the Government’s legal 
obligations However, present regulations permit reimbursement on a mileage 
basis at the rate of $0.06 per mile for the travel of the member and up to a maxi- 
mum of $0.18 per mile on account of the dependents who accompany him in 
his automobile o rmanent change of station. 


RAILROAD MILEAGE GREATER THAN AUTO 


Senator FerGuson. It is proposed that the authority now vested 
in the Chief of Finance, Department of the Army, be withdrawn and 
the payment of mileage be limited to highway travel with computa- 
tion to be based on officially recognized highway distances, unless of 
course the travel is by rail. Such a procedure would be consistent 
with civilian practices, serve to stop the waste of Government funds 
now brought about by the use of rail distances in computing highway 
travel of military personnel, and effect a savings in the administrative 
costs now involved in establishing mileage tables. 

Isn’t it true that in many instances mileage computed on railroad 
distances is longer than the distance actually traveled by automobile? 

Mr. Wnuire. Yes. According to the Comptroller General’s study, 
highway distances were less than railroad in 84 percent of the 3,700 
cases compared. Whereas in only 14 percent of the cases railroad 
distances were shorter. 
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REASON FOR USE OF RAILROAD MILEAGE 


Senator Ferauson. Why is railroad mileage used when travel is 
by automobile? 

'Mr. Wuire. The answer to this question embodies the prime reason 
why the recommendations of the General Accounting Office were not, 
and are not now, deemed appropriate for adoption in the military 

ravel regulations. First, it is most important to identify the fact 
that the monetary allowance of 5 cents per mile is not predicated 
ipon the prorated cost of operating a private vehicle and other ex- 
penses incident to travel by that means. In substance the Career 
Compensation Act clearly establishes the Government’s obligation to 
either furnish transportation to service members for official travel or 
compensate them for the cost which the Government would have 
sustained had first-class public transportation been furnished. In 
the application of this principle rail transportation is considered to be 
the mode of public transportation most frequently procured for over- 
land travel. The monetary allowance in lieu of transportation thus 

rely represents the average cost per mile over rail routes which the 
Government would sustain if a transportation request were issued. 
The use of shorter distances, that is, highway in conjunction with 

he present allowance of 5 cents per mile would generally result in a 

total allowance having no actual relationship to the average cost of 


public transportation. herefore, the use of shorter highway dis- 


I : 
tances would no doubt require an increase of the monetary allowance 


in amount greater than 5 cents per mile 
Senator Frra@uson. Are there any substantial reasons why a 
andard highway guide cannot be used for figuring mileage, and what 
consideration is being given to the problem now? 
Mr. Wuitre. The Chief of Finance, Department of the Army, is 
currently conducting a study as to the feasibility of utilizing highway 
distances in the computation of travel allowances for the purpose of 


I 


possibly reducing the administrative cost of preparing and publishing 
mil age tables for use by all of the uniformed services. Lf such action 
Is ultimately deemed advisable the application of highway distance 
tables would probably require an increase of the present allowance of 5 
cents per mile, as outlined in the answer to the question above. 

The discontinuance of payment of a monetary allowance in lieu of 
transportation to more than one military member when travel is 
performed jointly by privately owned conveyance is recommended. 


USE OF PRIVATELY OWNED CONVEYANCE 


Senator Frrauson. Is it not true that joint travel regulations pres- 
ently permit payment of mileage allowance of 6 cents per mile in lieu 
of transportation and subsistence for all military members traveling 
in one privately owned conveyance? 

Mr. Wuirsr. Yes; provided that the travel orders do not direct the 
utilization of Government transportation, that is, air or auto, in which 
case no allowance would be paid, 

Senator Frerauson. Do you feel that under such circumstances the 
riders have been furnished transportation in kind and should only be 
reimbursed for their subsistence expense? 

Mr. Wuire. Definitely not. As heretofore stated, the Govern- 
ment’s obligation to a service member is to furnish first-class public 
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transportation or compensate him the approximate cost the Govern- 
ment would have sustained in procuring such transportation. The 
mere fact that two or more service members ride in the same auto, the 
personal property of the driver, hardly serves a proper basis for 
concluding that transportation has been furnished in kind by the 
Government. As previously stated the monetary allowance in lieu 
of transportation or the mileage allowance is not predicated upon the 
actual cost of operating a vehicle, for example, gas, oil, tires, repairs, 
depreciation, insurance, and so forth. If, as suggested by the Comp- 
troller General, payment of the monetary allowance in lieu of trans- 
portation was to be paid only to the driver of a private vehicle, there is 
little doubt that service members who do not own automobiles would 
elect to travel by more comfortable means, that is public transporta- 
tion at about the same cost to the Government as the allowance now 
paid. 
PER DIEM ALLOWANCE 


Senator Ferauson. Do such members when traveling on perma- 
nent change of station orders receive a per diem allowance in addition 
to a travel allowance? 

Mr. Wuire. When service members receive mileage at 6 cents per 
mile, no per diem allowance is payable. 

Senator Frerauson. It is pointed out that this same condition pre- 
vails when more than 1 member travels in 1 privately owned 
conveyance in performance of temporary duty, where regulations 
pe rmit payment to all members a monetary allowance in lieu of sub- 
sistence. Certainly under these circumstances it would appear that 
the monetary allowance in lieu of transportation to members who 
merely ride in the automobile is a pure gratuity. Can’t something 
be done about that? 

Mr. Wauire. So long as the allowance paid to a service member 
performing temporary duty travel does not generally differ from the 
cost that the Government would have sustained had the member 
requested that public transportation be furnished, it is difficult to 
identify the allowance paid as gratuitous. To depart from the basic 
concept of the current statute and regulations governing payment of 
travel allowances to service members, as outlined in my other answer, 
would thus logically require the recognition of all of the expenses of 
travel by privately owned automobiles and the establishment of an 
allowance, probably on a mileage basis, substantially greater than 
5 cents per mile. 

The third recommendation made was the discontinuance of payments 
of monetary allowances in lieu of transportation for dependents travel- 
ing with members in a privately owned conveyance on permanent 
change of station. 

FAMILY TRAVEL 


Senator Ferauson. Here again, does the member and his family 
receive any per diem allowance while traveling, or does the transpor- 
tation allowance cover all expenses? 

Mr. Waits. No. A perdiem allowance is not authorized to be paid 
for dependent travel under any condition. Whereas, in the case of the 
service member, mileage is the only allowance paid when travel is 
performed by private auto at personal expense. 
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Senator Frerauson. Isn’t it very likely that a man and his family 
traveling by car a considerable distance—say from the east to the 
west coast—would receive a mileage allowance far greater than it 
would cost the Government to send them by first -class public trans- 
portation, allowing a reasonable amount for subsistence? 

Mr. Wurre. There are individual instances in which the mileage 
allowance is greater than the amount the Government would have 
sustained had first-class public transportation been furnished. Simi- 
larly, there are also many instances in which the allowance received 
is less than the cost of public transportation. Naturally the more 
exact method of payment would be realized from a system of reim- 
bursing actual cost of rail and pullman fares and other expenses which 
would have been incurred. However, the reimbursement system has 
long been recognized as a more costly administrative process. In the 
furnishing of public transportation, the cost of first-class accommoda- 
tions including pullman are the major costs involved. However, the 
ultimate cost to the Government also involves (1) reimbursement for 
the expense of taxi fares to the carrier terminal at the commencement 
of travel, and from the terminal at destination, (2) reimbursement for 
necessary tips to pullman porters, (3) reimbursement of necessary 
costs of checking, handling, and transfer of baggage, and (4) the ad- 
ministrative overhead cost of final payment to the carrier for the 
transportation request(s) issued. In the case of a service member 
traveling by auto on a permanent change of station from Washington 
to San Francisco he would receive a mileage allowance in lieu of 
transportation meals, and incidental expenses of $181.80. Whereas 
the cost to the Government if a transportation request was issued 
would be (1) $127.31 for fare including pullman, (2) per diem in the 
amount of $31.50 for meals, (3) roughly $10 for taxi fares, tips to 
pullman porters, and the handling of be aggage. Exclusive of the cost 
of processing the transportation request for payme nt to the carrier, 
the allowance in this instance is approximately $13 greater than the 
furnishing of transportation. On the other hand the payment of the 
allowance for lesser distances, for example, Washington to Chicago, or 
Kansas City, or Cincinnati, or New York, actually results in a lesser 
payment to the service member than the Government would have 
sustained in the furnishing of transportation by public carrier. 


JOINT TRAVEL REGULATIONS 


Senator Frercuson. Finally, in considering this problem, why is it 
not possible for the military to travel under the same conditions as 
civilian Government employees—utilizing Government transporta- 
tion requests and be given a per diem allowance in lieu of subsistence? 
Surely this should be practical for officer personnel. 

Mr. Wuire. The Joint Travel Regulations do provide for the 
issuance of transportation requests and payment of per diem to 
officer and enlisted members in the performance of official travel in 
substantially the same manner as do the regulations governing travel 
of civilian employees. Furthermore, in practical application of these 
regulations, military personnel do generally travel by public carrier 
on Government transportation requests or by Government air or 
motor transportation. The only substantial difference between the 
military and civilian travel regulations is in the payment of allow- 
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ances when dependents and the military or civilian principal travel 
together by privately owned conveyance on a permanent change of 
station. In this connection, it is difficult to perceive the logic of 
eliminating or curtailing the present military travel allowances as 
suggested by the General Accounting Office so long as the average 
cost of such compensation does not exceed the cost to the Govern- 
ment had public transportation been procured. It is commonly 
known that the stability of civilian employment rarely, if ever, neces- 
sitates a change of duty station for the average employee; whereas, 
the incidence of permanent changes of station for service members is 
such that curtailment of travel allowance benefits would have the 
practical effect of compounding the financial liability already 
imposed upon each member concerned. 


REVIEW OF ORGANIZATION AND EQUIPMENT 


Senator Ferauson. I have some additional questions relating to 
matters under your jurisdiction which | would like to propose at this 
time 

In compliance with section 636, of Public Law 179, 83d Congress, 
the Defense Appropriation Act for 1954, a report of review of tables 
of organization and equipment was submitted to the Congress. It 
is noted that as a result of this review the Air Force was able to reduce 
74,497 spaces Will you vive US a brief idea as to where these reduc- 
tions were made and how such was possible? 

Mr. Wurre. The Air Force conducted a continuous review of all 
tables of organization and all support function manning documents 
Emphasis was placed upon officer positions in the specialists fields 
and austere manning standards were developed and applied, resulting 
in reduced manpower requirements by extra duty assignments, 
wherever feasible, and by placing greater responsibility on non- 
commissioned officers 

The Air Foree has concentrated its attention on support and 
administrative functions, making significant reductions in these 
areas, Air Police were reduced by 8,317 positions through an overall 
Air Force reduction of 20 percent in this activity. A reduction of 
approximately 10 percent in headquarters personnel above the wing 
level eliminated 2,663 positions. The food service field provided a 
reduction of 8,172 positions through the application of major command 
reports on actuel numbers of rations served 


iL by function 


and support-type functions 
ion and personnel accounting 11, 065 
» ineluding clerical 9, 129 
10, 455 
1, 659 


INFORMATION AND EDUCATION PROGRAM 


Senator Ferecuson. It is my understanding that you have recently 
added some 900 additional men to your information and education 
program. Can you describe just what type of duties these men will 
perform? 
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Mr. Wurre. The 900 has recently been reduced to 855 people for 
the internal information program, of whom 314 will be officers, 494 
will be airmen, and 47 will be civilians; this increase will be effective 
June 1, 1954. 

These people will be devoted specifically to the internal information 
element under the information services program and will be assigned 
the eghomay atti) of inculeating USAF personnel with the principles 
and ideals ¢ the United States and the missions and ‘deals of the 
USAF, and Ate in them the highest principles of citizenship 
They will be responsible for developing in USAF personnel an under- 
standing of the role and mission of the USAF in the national military 
establishment and its responsibilities in fulfilling those missions, as 
well as the duties and responsibilities of each individual in helping the 
Air Force to perform its tasks. They will be responsible for providing 
USAF personnel with the knowledge and mental armor they need 
engage in the war now being waged, a war fought, not only with guns 
and tanks and planes, but with ideas; where the goal includes not only 
territories and possessions but also the minds of met In providing 
Air Force people with an understanding of their idividiial role in ac 
complishing the mission of the Air Force, this program will also act to 
raise the prestige of military service: This will result in greater in- 
dividual productivity from more inspired personnel, as well as a rise 
in the reenlistment rate. The dollar savings which would accrue from 
these latter items would be tremendous. 


INTERNAL INFORMATION PROGRAM 


Senator FerGuson. What assurance can this committee be given 
that these men will not become a part of the Air Force public relations 
setup? 

Mr. Wuarrr. The Air Force can assure this committee that these 
people will not become part of the Air Force public relations program 
The Secretary of the Air Force and the Chief of Staff have directed 
that increesed emphasis be placed on the internal information program. 
This philosophy and emphasis is being translated into plans and 
policies by the Air Staff and the Office of the Secretary. It is by this 
guidance and by the programs developed for use in the field that the 
allocation of information resources will be made. Toc omp ly with the 
policy and program guidance which is currently under development 
in the Office of the Secretary, the field commands will have to put a 
very great portion of their information services resources into the 
internal information program. Indeed, the allocation of information 
services resources, as envisioned by the Secretary’s office, will result 
in a decrease in the number of people doing public -information work, 
and the channeling of much of that effort into the internal information 
program. This decrease was planned prior to the recent reduction 
in Air Force public-information activities directed by the Department 
of Defense and approved by the House. The re «luction in the public- 
information budget of the Air Force from $1.35 million in fiscal year 
1954 to $1 million in 1955, provides for a further reduction in the ac- 
tivity within this function. 
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QUALIFICATIONS FOR ASSIGNMENT 


Senator Frercuson. In view of the experience with the Korean 
prisoners of war, I think it important that emphasis be placed on the 
information and education program and that well-qualified personnel 
be assigned for this purpose. Will you tell us something of the 
qualifications of these men, that is, are they experienced as instructors 
and teachers or do they have a greater degree of experience in public- 
relations work? 

Mr. Waite. With respect to the qualifications of the men who will 
be operating the Air Force internal information program, this can be 
said: An officer, before he can be considered fully qualified for assign- 
ment to this field, must meet the following requirements: 

Knowledge of methods and conduct of group discussions, employ- 
ment of information media, library-research methods, report writing 
and public-relations techniques and practices are mandatory * * *. 

Bachelor’s degree in public relations, social sciences, educations, 
business or public administration, journalism, psychology, or military 
science is desirable. 

In addition, 3 years active military service prior to assignment to 
this field has been established as a desirable minimum. The primary 
job of these people will be to instruct, inspire, and motivate Air Force 
personnel. Therefore, they will be experienced as teachers, rather 
than as public-information officers. 


TOTAL ASSIGNED TO WASHINGTON 


Senator Ferauson. Approximately how many of these additional 
men are assigned to Washington and how many to the field? 

Mr. Wuire. A program of this type requires considerable direction 
and guidance. Plans and policies must be formulated and materials 
must be developed and disseminated to the field. For this reason, 
it has been deemed necessary to allocate 6 people out of this 855-man 
increase to the Office of Information Services in the Office of the Secre- 
tary here in Washington. The remainder of the increase has been 
authorized to the field, effective June 1. This remainder is spread 
out over approximately 300 basies, based on their organizational 
population rather than on an arbitary 2 or 3 to each base. In addi- 
tion, some of this increase is provided to the 18 major command 
headquarters, so that they may translate the plans and policy guid- 
ance provided by USAF Headquarters into actions in terms of the 
requirements of their particular command. 


WORK-MEASUREMENT STANDARDS 


The second thing we did in the manning standard area was to 
establish work-measurement standards for motor-vehicle use We 
went out and made surveys to find out whether we were overmanned 
in the motor-vehicle field. We found out that we were moving 
our vehicles in for checkup every thousand miles or 60 days. We 
found out the commercial practice was that they ought to come in 
every 2,000 miles or 90 days. 

We put that in effect. We checked on utilization of motor vehicles. 
The net result of all the things we did in that area reduced us 9,000 
spaces. 
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I mentioned to you the early release policy. That prerelease 
policy y amounted to almost a net increase in the Air Force of practically 
67,000 people, because it took 67,000 people that weren’t any good to 
us and replaced them with 67,000 that were. 

If we had kept the surplus in, we would still have to keep the 57,000 
in. 

PROJECT NATIVE SON 


Now, another thing we did, which I think is an excellent program, 
is what has been called Project Native Son. 

Senator Ferauson. Will you state that? 

Mr. Wuitz. Project Native Son. It appeared to us that there 
would be advantages to hire civilians in place of the military, par- 
ticularly overseas. We felt that we would get the following benefits 
out of it. 

First, we could hire a Japanese for $800 a year, we could hire a 
Frenchman for $2,100 a year, we could hire a German for nothing, 
because during the occupation we get them out of deutschmark 
credits. We got another advantage because we have to support the 
military man. For every military man you have, you have part of a 
military man supporting him. You also have a certain part support- 
ing dependents of a military man. You have traveling, housing, 
subsistence, clothing, for military people. 

Senator Toyz. Not only that but transportation of his furniture 
if he is a family man. 

Mr. Warts. That is right. We also felt that in addition the 
relationships between our country and the foreign countries would be 
better because, as you remember, over a year ago there were a great 
many articles written in the newspapers saying “that our soldiers were 
forcing the standard of living up in the countries abroad. 

It was my feeling that by hiring the foreigners themselves in the 
area where our bases were, the local populations would support our 
bases rather than being against us. 


STATEMENT OF SECRETARY GENERAL OF THE PREFECT OF INDRE, FRANCE 


I would like to quote on that point from a statement by Robert 
Martinod, Secretary General of the Prefect of Indre, in France. He 
said: 

Today there is no great problem. The Americans are here. And it is for the 
best. When they arrived 2% years ago there were certain sections of the popula- 
tion which were influenced by the Communists. Lately, however, and I can say 
as a direct result of ‘‘Native Son’’, the influence of the Communists has lessened. 
It has lost its bite. What can the Communists say about a situation which is 
providing 2,000 new jobs for French workers? 

So those were the benefits that we thought we were going to get out 
of project ‘Native Son.’’ Our problem was that we didn’t have the 
money in the civilian personnel account to hire the additional civilians 
even though we were going to save a lot of money in the military 
personnel account. 

This inability to transfer funds between appropriations ties you to a 
program so that if you come up with a new economy move not en- 
visioned at the time you make your budget you don’t have any way to 
work it out. 
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Fortunately this last fiscal year, we were lucky. Going along at the 
eame time, we had a survey on civilian personnel in the United States 
As a result of the survey it appeared that there were 14,000 eivilians 
too many in Air Materiel Command and we could take 14,000 out. 

Now we didn’t want to fire people, we didn’t want to put them out 
of work. So we decided to reduce them by attrition. The attri- 
tion rate was running ahout 4,000 a month. So we told them they 
could rehire half of the 4,000 each month so they would come down 
2? OOO a month 

As a result of that we got $32 million out of the 14.000 reduction. 

| took the $32 million and put it in reserve in my office under 
instructions that nobody could spend it except for Project Native 
pon 

Then we went to work. We sent teams to the Far East and we sent 
teams to rance The net results of the first Lrips out were that we 
hired 20,000 foreigners, and for the 20,000 foreigners we released 
30,000 military people 

Senator Toye. What was their classification? What would be the 
nature of their classification, what did they work at? 

Mr. Wuire: All across the board; they might be some mechan- 
ics 

Senator Tuyr. Any type that would be doing the necessary routine 


around the headquarters: 
EMPLOYMENT OF FOREIGNERS 


Mr. Wurre. Or we could use them in depots because the French and 
Japanese are very skilled workmen 

Se we employed 20,000 foreigners replacing 30,000 military. The 
90.000 foreigners only cost us $5 million out of the $32 million saving 


created by the 14,000 cut in civilian forces in the Air Materiel Com- 


mand 

For less than one ixth of that saving we were able to pull 30.000 
military people out. - That does not take into ¢ ynsideration the travel 
that was saved, the housing that will be saved in the future because 


we won't have to build the housing for that 30.000, the uniforms, or 


an \ of the othe things 

senator ny Might | ask this question of Mr. White? 

How long have vou been with the department? 

Mr. Wurre. I came on January 21, 1953. 

Senator Tuys. You came from where? 

Mr. Wuire. I was a lawyer. 

Senator Taye. Any military experience? 

Mr. Wurre. Commander in the Navy during the last war. I 
handled manpower and personnel 

Senator Tuye. | hope you don’t go back to practice law for some 
time to come. I hope you stay where vou are. 

Mr. Wuarire. Thank vou. 

Senator Ferauson. We need him. 

Senator Tays. You have given us some of the explanations to 
defend the administrative reduction in funds and you have given us 
the assurance that the reduction was not at the expense of the number 
of firhting units that would be in the air if the emergency called for it. 

Mr. Warirr. One thing | want to say about that is that the military 
people in the Air Force have been 100 percent behind us. I have 
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never seen a group of people more willing or more enthusiastic about 

ving to save. As soon as these things get started, everybody has 
wen behind them, and the attitude and morale in the Air Force has 
been top-flight, 1 think. 


AIR MATERIEL COMMAND 


Senator Fercuson. That is fine We appreciate that. 

General Asensio. I think there is one particular point that deserves 

rther explanation. It sounds quite startling just to hear that 14,000 
paces could be saved at the Air Materiel Command. I think you 

ve to go behind the mere statement of fact 

The Air Materiel Command, in order to do its job, has to get 
personnel somewhat in advance of the actual need because there are 
‘ertain elements of training to make them fit into the overall opera- 
tions, to make them conversant with the actual procedures at a given 
location and that sort of thing. 

When we were initially headed toward a higher. program than later 
developed last year, under those circumstances there were a great 
many people who might be regarded as in the apprentice stage, who 
there to prepare for the higher workload that had been envisioned. 

That basically accounts for the fact that savings of that magnitude 

muld be made, 

Mr. Wuarrr. One other matter, we have been putting in in the Air 
Foree work measurement systems, testing to find out whether we were 


were 


etting the full efficiency out of our people, whether by rearranging 
nes and things like that we couldn’t get more efficiency. The tests 
0 are showing that we can do better, and we are doing better. 

lhe In one of the depots, just while work measurement studies were 
Ing etting started, the efficiency was moving up 10 percent I cite that 
om as an example of the enthusiasm of the Air Force military, because as 


and 


soon as somebody pointed out a way they went whole hog trying to 
orrect it. 
ivel Senator Ferauson. We have a quorum call. We will recess until 
Lust Monday morning. 
Ol Thereupon, at 12:15 p. m., Thursday, May 13, 1954, the sub- 
committee recessed until Tuesday, May 18, 1954.) 
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TUESDAY, MAY 18, 1954 


Unirep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 o’clock a. m., pursuant to recess, in 
room F-39, the Capitol, Hon. Homer Ferguson (chairman of the sub- 
committee) presiding. 
Present: Senators Ferguson, Knowland, Young, Thye, and Cordon. 


DEPARTMENT OF DEFENSE 
DEPARTMENT OF THE AIR ForcE 


STATEMENTS OF HON. H. LEE WHITE, ASSISTANT SECRETARY OF 
THE AIR FORCE (MANAGEMENT); MAJ. GEN. OLIVER S. PICHER, 
ASSISTANT FOR PROGRAMING, DEPUTY CHIEF OF STAFF, 
OPERATIONS; MAJ. GEN. MANUEL J. ASENSIO, DIRECTOR OF 
THE BUDGET, DEPUTY CHIEF OF STAFF, COMPTROLLER. 


RESERVE PROGRAM 


Senator Ferauson. The committee will come to order. 

Mr. White, you have a further statement you wish to make. 

Mr. Waite. There are about five items | want to touch upon. 
The first one is the question of our Reserve program. We came up 
to the House with a tight budget on the Reserves. 

You know, it is a relatively small budget. Sometime last year we 
vot interested in the Reserve program in the Air Force primarily 
because we were being criticized by some people who said we didn’t 
have a good Reserve program and by other people who said we were 
spending too much money for the Reserve program we had. 

So I requested the Chief of Staff to convene a Board called the 
Johnson Board, and requested that that Board be composed of Reserves 
and Regulars. 

Of the Reserves on the Board we wanted some Reserves who were 
on active duty and some Reserves on inactive duty. 

| submitted to the Board certain areas that might be corrected in 
the Reserve program which might make a better Keserve program. 

Now, I have covered this in some detail in my statement, but I 
wanted to sum up a little bit of it. 

In addition to the areas sent to the Board for resolution, I also 
asked them to come up with any other recommendations for improve- 
ment they thought advisable. That Board report came in and 
Was approved and was implemented. 
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When we went up with our budget to Congress we believed that 
the result of the Board study was going to be good, but we didn’t 
realize it Was going to be as good as it turned out to be. 

The net result is that our Reserve program has now gone ahead 
farther than we estimated. In fact, we have more officers in the 
Reserve today than the budget contemplated we would have at the 
beginning of fiseal 1955. 


PAY AND ALLOWANCES 


So we have a problem on getting the money for pay and allowance 
1 Reserve officers on inactive duty, i. e., the Air Force Reserve. 
We therefore ask, and a suggested provision covering this situation 
appears in my statement, that we get authority to transfer funds of the 
\ir Foree up to $5 million if this is found necessary, to pay for the 
additional costs of the Reserves if they should materialize. 

In other words, we are not asking for any more money. We are 


ht to transfer, to take care of it. That was the first 


{ 


asking for the rig 


point 


eenatol iy GUSON The Way it looks how, vou will have more 


ers at the bye rinning of 


Mer. Wai We will bave more officers in the Reserve than we 
hf 


1955 4 


thou we would have 
Senator Frrauson And if you co ild transfer the funds to take 
eare ot W hat Vou anticipated, vou Vi ill be all rieht. 

Mr. Wuire. | think that demonstrates another place where the 
Air Force has gone abead this year. We have had a lot of trouble 
with the Reserve program and now it seems io be on the right basis. 
li is moving fasier than we estimated. 

Senator Ferauson. Is this part of ihe Reserve program that was 
coing to be announced? 

Mr. Warrn. No. We had the Johnson Board before the Presi- 
dent’s Board came out. The Reserve program referred to by you is 
something else. 

Senator Frrcuson. Yes. 


ROTC PROBLEM 


Mr. Wurre. Now the second thing I wanted tio talk about was the 
ROTC problem. I know the various Congressmen have received a 
great many letters about our ROTC problem. 

Now, when we came into the Air Force in 1953, it appeared that 
the ROTC program was out of phase, both qualitatively and quanti- 
tatively. Vhe ROTC program had started as a program to train 
officers for an inactive reserve which would be called to duty only 
upon mobilization, full all-out mobilization on M-day. 

As a result of starting the program that way, and because in a full- 
scale war you need additional rated officers as well as additional non- 
rated officers, no one had paid too much attention to the ratio between 
the rated and nonrated officers within the ROTC schools. 

Senator Corpon. Do you mind telling me what the difference is 
between the rated officer and nonrated? 

Mr. Wuire. A rated officer is a flight officer, a pilot, observer, 
bombardier. 
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A nonrated officer is an administrative officer who does not fly; 
who is not part of an aircrew. 

Senator Corpon,. One is an air officer and the other is a ground 
officer? 

Mr. Wuirtr. Essentially, yes; also, because they were training for 
the Reserve and with no requirement for active duty before M-day 
the numbers in the ROTC program would have peaked at 27,500 
craduates about 1956 or 1957. 

Now, in 1952 higher authority issued an order which required that 
all ROTC graduates must serve 2 years on active duty on graduating 
from college. 

The reason behind it was a worthwhile one. The reason 
it had become a morale problem with ans of the local 
service boards, because the men were deferred all the way throu 
college and then received commissions and then were deferred after 
they were commissioned. This was also creating a morale problem 
in many local communities. 

So in order to keep the ROTC program so it would not be destroyed, 


this active duty requirement was put on. However, nothing was 
; 

done to gear what had been an inactive duty requirement to actin 

duty requirement. 


So in 1953 when we took a look at it, it became obvious we could not 
9 . 


take 27,500 officers on active duty in any given year. We had no 
place for them; we had no way to pay them, and we had no require- 
ment for them. 

We would be just wasting money. There also did not seem to be 
any point in paying them to go through school if, when the 
through school, we had to put them on active duty and could not 
find a place for them. 

Senator Coxpon. You mean put them on inactive duty? 

Mr. Wuirr. No, active duty. That was the ruling issued in 1952 

Now, the net result was that we looked at the program and we 
decided that the average craduating class should be about 11.000. 
because we had guaranteed space for about 8,000 people, that we could 
put on active dutv. We wanted that leeway of 3,000 because if a 
requirement developed for those 3,000, we would have the officers 
available and we would then have a stable program. We wouldn't 


sid 


ey vol 


1 } 


have 11,000 one year, 20,000 one year, 15,000 enother year, and 7,000 
another vear, 

We thought we would have people compete for commissions like 
they compete for scholarships. We would tell the class what we needed 
and we would take the best ones. 

Senator Corpon. What would happen to the ones you did not 
need? 

Mr. Wurre. | was going to come to that. 


NEED FOR RATED PERSONNEL 


Now, our primary need was rated personnel. We need as many 
rated personnel as we can possibly get in any given year. So our 
estimate indicated that we would get 7,000 rated personnel out of 
these classes. 


» 


Senator Ferauson. 7 out of the 11° 


$4991 54 
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Mr. Wuirr. Yes, 7,000 would be rated, and 1,000 would be non- 
rated in technical skills. 

For the balance which we didn’t take we said we would keep them 
deferred while in college. We would keep them in ROTC units during 
college. 

Upon graduation we would give them certificates of completion 
which would entitle them to come into the Air Force for 2 years as 
enlisted men, rather than 4 years. 

In other words, we would give them 2 years’ credit against the 4-year 
enlistment, for their ROTC service. We would start them as airmen 
third class, which is one step higher than they would start if they had 
normally enlisted, and at the end of the 2 years’ service we would then 
give them their commissions so they would be commissioned in the 
Inactive Reserve. Thus, in the event that full-scale war ever did 
come along, they would be called as officers and not as enlisted men. 

Senator Ferauson. When would they get their commissions? 

Mr. Wurrr, Upon the completion of the 2 years’ duty in the Air 
Foree. 

Senator Fercuson. Rather than at the time they graduated? 

Mr. Wuirr. Yes. The reason for that is that if you commissioned 
them at the time they graduated, they could not b2 called to duty at 
all since we didn’t need them and under the law they couldn’t be 
inducted 

Senator Fercuson. But the boys who were rated would get their 
commission right away? 

Mr. Wurrer, Yes; and the 1,000 nonrated as well as the 7,000 rated 
would get their commissions right away. 

Senator Frerauson. They would be selected on a merit basis? 

Mr. Wurrr. That is right. Since we are talking about people al- 
ready in school we had to work ourselves into the program. This 
year we have approximately 4,800 fellows who will get certificates of 
completion. Next year we only have 1,600 who will get certificates 
of completion. From then on it will run about 1.600 a year. 

Senator Fercuson. This certificate is to the man who will eet his 
commission later? 

Mr. Wurre. Two years later; that is right. 

Senator Corpox. Does that mean that you are not having 11,000 
candidates in the first place? 

Mr. Wuire. It means that we are having 11,000, but we are taking 
more than 8,000. At the time we set up the program last July it 
looked as though 8,000 would be all we would need and we wanted 
to play for the other three. 

It has developed, as the programs are coming along, we need more 
than eight. The year that we are only going to give 1,600 certificates 
of completion we need about 10,000 to be commissioned. So this 
proves we were right in allowing ourselves this leeway, 


IMMEDIATE COMMISSIONS IN CASE OF WAR 


Senator Fercuson. These that come in with the certificate and do 
not have commissions, supposing war broke out. 

Mr. Wurre. They would be commissioned immediately. I am 
glad you mentioned that. 
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During the time they were in the service for 2 years, if we have a 
requirement for an officer they will be commissioned right away. . They 
will be a specially handled group. 

That was the way we started last Ju’y. That is when the idea came 
up. 

Before I took it up with the Air staff, because I was not sure how 
people would react to this I called in the leaders of one of the educa- 
Hones associations, including the president of Colgate, vice president 

f Princeton. I don’t remember who the third one was. 

" tried this plan out on them. I said we would take everybody that 
graduated last year because it was not fair not to take those people 
because they had no notice of it. 

But starting this year we would not take them except under this 
plan. The three people thought it was an excellent idea; in fact, they 
wrote a letter to us saying they thought this was a good plan. 


PRESENT ROTC GRADUATES 


I have been a bit disturbed about this year’s graduating class 
because, in effect, we have a moral commitment to them even though 
we notified them a year in advance what we were going to do. 

Because, actually, once a man has become a junior and has entered 
into the ROTC program, he commits himself to come into the Air 
Force for 2 years and all the juniors had been led to believe that if 
they would make that commitment the Air Force would commission 
them upon graduation. 

As I said, we took care of last year’s class. I do not worry about 
next year’s class because they were notified before they become 
juniors. 

This is the only class left who is in this box, who didn’t have noti- 
fication before the junior year. 

Also, the Army is 1 year behind us. So this year they are taking 
all their class just like we did last year, and next year they are facing 
the problem we face this year. 

So we have been working around trying to come up with a solution 
which would take care of these fellows. The pressures have been 
very hard. 

It is not so much that the pressures bother us as the fact that there 
is a moral commitment to these men. 

From our side, the reason why we have stood against it was that 
from the class graduating this year under the old plan, before we put 
the new plan into effect, we were only going to get 3,500 pilots, while 
the total ROTC graduating class this year will be 14,000. 


PILOT COMMISSIONS 


As soon as we put the new plan in and said we would only com- 
mission pilots, the number jumped from 3,500 to 7,000. 

Senator Fercuson. You mean that wanied to be pilots? 

Mr. Wuirr. Yes, and said they would be pilots. 

Senator Frercuson. Only 3,500 originally wanted to be pilots? 

Mr. Wuire. Thai is right. The minuie we said the only people 
we will commission will be pilots, then 3,500 people changed their 
mind and decided they wanted to be pilots. 
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The Air Force needs pilots. 

Furthermore we don’t have additional positions open for nonrated 
people. We are actually in a position of bringing our nonrated skills 
down so that we can use pilots who are rotating, to do some of the 
duties that nonrated pe ple are doing. 

If you take an estimate of 4,000 officers for 2 years, carrying them 

overstrength, it is going to cost the Government $32 million over a 
2 year period. 
The question was whether or not we should be in a position of 
recommending taking 4,000 officers we had no use for, no possible 
use for, and spending $32 million to do it to meet this moral com- 
mitment. 

Now, we have what on its face looks like a possible solution and 
1 would like to mention it today. Ihave not looked into it carefully 
enough to see what the pitfalls are in it. , 


Second, I don’t know what it will do to the pilot program, but it 


gets by the problem of our moral commitment and does fulfill oe 
requirement 


REQUIREMENTS OF AIR NATIONAL GUARD 


The Air National Guard has a requirement for 4,300 officers between 
now and 1957. ‘Those officers are all in nonrated categories, supply 
officers, comptr yllers, and that ty pe of people, They have been dis- 
perately trying to fill these slots and can’t fill them. 

So we have had some conversations with them in our search to try 
to figure out some way to get this problem settled. They have now 
come up and said they would be very happy to take these 4,300 under 
this kind of program; that they would be commissioned in the Air 
Force upon graduation; that they would be assigned to the Air Force 
as State officer —-we have a lot of National Guard officers assigned 
to us. They would be trained by the Air Force for 3 years, unless 
released earlier, just like we train their pilots. 

Upon finishing the 3 years’ duty in the Air Force, they would com- 
mit themselves to servé 3 additional years in the National Guard, or 
if they served 2 years in the Air Force, they would then serve 4 years 
with the National Guard. In other words a total service of 6 years 
between active duty and Guard duty. 

Senator Ferauson. Now, that is the only obligation up to that 
point that they do not have? 

Mr. Wuarre. That is right 

Senator Fereuson. That is a new obligation being placed upon 
them. 


Mr. Wurrsr. That is right, except this: they have an obligation to 
remain in the Reserve after release from active duty. 

Now, the National Guard has told us that to do this, although they 
have some money available in their budget for a certain amount of 
officers because they expected to get a certain amount of officers this 
vear, but they didn’t expect to get the whole 4,300 this year; that 
they would need an additional $9 million for the pay of these officers. 


TRANSFER AUTHORITY REQUESTED 
Therefore we would like to request that we be given authority to 


transfer funds up to this amount into the National Guard appropria- 
tion, if required 
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Now, that covers the second point I wanted to mention here. 

Senator Fercuson. Would this require more planes in the National 
Guard? 

Mr. Wuirs. These are all nonrated officers. In other words, what 
the guard ran into was that they need supply officers or controllers 

The guard is called up as a unit. When they move they move as 
complete squadrons. They need all their nonrated officers to move 
with them 

Senator Ferauson. So you would be filling a gap? 

Mr. Wuirre. They claim they definitely have a requirement for 
them and definitely need them, which would be a different situation 
than if we took them because we do not need them. 


PROJECT NATIVE SON 


Mr. Wuirr. Now, the next thing I want to talk about generally 
is the provision that the House put in our general provisions of the 
appropriation bill at the re quest ol the Air Force 

In my testimony last Thursday | mentioned Project Native Son 
| mentioned the difficulties we had in getting Project Native Son 
going because of the fact that we had no authority to transfer between 
appropriations. 

Civilian pe Se ‘| happened to be in the maintenance and operation 
appropriations and military personnel happened to be in the military 
appropriations, and there is no way to make an extra dollar avail able 
in the civilian personnel account even though by so ‘doing vou could 
save $100 in the military appropriation account. 

The only way we were able to do it last year was because we were 
able to cut enough civilian personnel to make the money available 
in the civilian personnel account. So we suggested to the House 
and the House agreed, that we be given two rights. - Qne was to trans- 
fer funds between military personnel and civilian personnel, and, two, 
that the graded ceiling come off. 

Now. we recognize in the Air Force that nobody in Congress likes 
transferability of funds because they can’t control them, and, 
ondly, putting the graded ceilings on was a good control measure. 

The reason it was put on was because the services in the past took too 
many graded personnel. So to make sure that the control existed 
with Congress, we suggested to the House that the services have the 
right of transferability only to the extent that if we exceeded the 
graded ceiling we take a military man off 

L et me put it this way: We will assume that our graded ceiling is 

23,000. We will take the fact that by the end of fiscal 1955 we are 
caienead to have 970,000 military ‘personnel, 

Now, if we went a thousand above 123,000 civilians, which would 
make it 124,000, we would have the military with 969,000 rather than 
with 970,000. 

Thus, there would be an exact cut in the military side equal to the 
rise in the civilian side, plus the fact that we could only transfer funds 
from the military appropriation to the civilian appropriation out of 
the funds saved by cutting the military below 970,000. 

Now, to me that gives to the Air Force the flexibility that the Air 
Force needs to go ahead with Project Native Son. It gives to Con- 
gress the control that Congress wants because the totals of the civilian 
and military do not get any greater than the totals in the present 
budget. 
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Senator Know.anp. And the transferability would only apply 
between the personnel items? 

Mr. Wuire. That is right. 

Now, the House, when they gave us the provision, was very in- 
terested in it, and they liked it, but, unfortunately, because we were 
talking about graded ceiling, they put a clause in the bill which said 
we could only transfer funds and we could only do this for graded people. 

Now, what we really want to do it for, is for graded and ungraded, 
because Project Native Son itself started overseas with ungraded 
people. 

We intended to expand it into the United States. At the present 
time we are looking at our research and development command, 
our training command, and air defense command, to see whether we 
cannot civilianize some of those spaces and thereby reduce military 
people for them. 

PROVISION OF BILL 


Senator Know anp. I think at this point in the record we might 
read the section of the bill which appears on page 43, as follows: 

Provided, That whenever, in the opinion of the Secretary of the military depart- 
ment concerned, the direct substitution of graded civilian personnel for an equiva- 
lent or greater number of military personnel will result in economy without adverse 
effect upon national defense, such substitution may be accomplished without 
regard to the foregoing limitation, and such funds as may be required to accomplish 
the substitution may be transfererd from the appropriate military personnel 
appropriation to, and merged with, the appropriation charged with compensation 
of such graded civilian personnel. 

Mr. Wurrr. Now, we like the provision. It was at our request 
that it was put in, but we think it should be graded and/or ungraded, 
or eliminate the word “graded.” 

Senator KNowLanp. You would do the same thing if you eliminated 
the word “graded.” 

Mr. Wuire. That is right. 


APPEAL FROM HOUSE ACTION 


General Moorn. The Secretary of Defense has sent down a formal 
request for an appeal which I think is precisely what the Air Force 
wan‘s. 

If the Chair permits, I would like for this forma! appeal to appear 
at this place in the record. 

Senator KNow.Lanp. That may go into the record at this point. 

(The information referred to follows:) 


GENERAL PROVISIONS 


Section 720. SusstiruT1ion or NONMILITARY PERSONNEL FOR MILITARY 
PERSONNEL 


(P. 43. line 8) 
(House hearings, p. 486) 


The Department of Defense recommends the following amendment: 


PROPOSED AMENDMENT 


Page 43, line 8: Delete the following proviso— 
“Provided, That whenever, in the opinion of the Secretary of the Military 
Department concerned, the direct substitution of graded civilian personnel for an 
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equivalent or greater number of military personnel will result in economy without 
adverse effect upon national defense, such substitution may be accomplished 
without regard to the foregoing limitations and such funds as may be required 
to accomplish the substitution may be transferred from the appropriate military 
personnel appropriation to, and merged with, the appropriation charged with 
compensation of such graded civilian personnel.” 

and substitute the following proviso in lieu thereof: 

‘Provided, That whenever, in the opinion of the Secretary of the Military 
Department concerned, the direct substitution of non-military personnel for an 
equivalent number of military personnel will result in economy without adverse 
effect upon national defense, such substitution may be accomplished without 
regard to the foregoing limitation, and such funds, as may be required to accom- 
plish the substitution, may be transferred from the appropriate military person- 
nel appropriation to, and merged with, the appropriation charged with the 
compensation of such civilian personnel.” 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will allow a substantial diversion of military person- 
nel from support to operating functions and, in the process, permit the services 
to achieve considerable direct and corollary savings of manpower. The language 
proposed by the House of Representatives limits the authority to graded civilians 
and does not enable the military departments to substitute ungraded United 
States civilians and foreign nationals for military personnel where, in their 
opinion, such substitution contributes to greater economy without detriment to 
the national defense 

HOUSE COMMITTEE REPORT 


“Section 720 amends present section 627 to exempt the services from the 
civilian personnel ceiling of 475,000 in those instances where graded civilian 
personnel can be advantageously substituted for military personnel, and permits 
the transfer of funds to accomplish the purpose.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


In order to achieve maximum economy of operation, it is necessary that the 
military departments have authority to make proportional distribution of mili- 
tary, United States civilians, and indigenous personnel. The proposed amend- 
ment would result in economy without adverse effect on national defense. It 
would allow the Secretaries of the various military departments to make transfers 
of funds necessary to accomplish the stated substitution. 


HOUSE HEARINGS-——EFFECT OF LIMITATION IN THE UNITED STATES 


“Mr. Wuitr. May I speak on the limitation of the 475,000? 

“We in the Air Force would like to see the 475,000 come out. I spoke to Mr 
Wilson about it, and he gave me permission to state today that the Department 
of Defense would like to see the 475,000 come out. 

“T have talked to this committee before about project Native Son, and about 
the effort that the Air Force is making to replace the military with civilians in 
appropriate areas. 

“The difficulty, when you have a limitation like this and you do not actualiy 
know what you are going to come out with during the year, is that sometimes 
you get stymied in your operation because you appear to be running against a 
ceiling limitation. The people who are responsible for the program do not want 
to put people on and then find out in the last 6 minths that they have to fire 
them, because they will run up against a graded civilian ceiling. 

“Mr. Mituier. Mr. Secretary, that does not apply to indigenous personnel 
overseas at all, does it? 

“Mr. Wuire. That is right. Mr. Garlock asked me that same question last 
night. 

“This is the background. What we in the Air Force want to do now is to 
move out project Native Son over into the United States. We would like to 
take, for instance, our research and development command and the ADC com- 
mand, in the early warning phases of it, and hire civilians rather than put military 
people in there. We think we can do it on a pretty economical basis. 

“T started to take a look at it, and I can assure the committee that we will 
not do it unless the swap is a good deal. It appears in the R. and D. that we 
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somewhere between 2 military for 1 civilian, or at least 1.67 
iviliar 
What do you mean by that? 
In other words, for every civilian we put in we can take two mili- 
is take two as an examplk We could take 2 military out of the R. 
d for 1 civilian 
rk. That would be economical 
er thi that we have run into is the fact that if vou have on 
and I do not care what project you want to call it—which requires 
have 30 military and 20 civilians when you run into the ceiling 
ev has been—in fact, it has become almost a habitual practice 
r 5 of the civilians, if necessary, and then automatically move in 
military personnel Many times the military personnel cost a great deal 


words 1avbe it was a matter of nec ssitvy you have 
o do job Here, again, was another situation 
t ck what Congress thought they should do in the 
ng manpower and dollars, and they went hog wild on the employ 
Che result was that Congress again, when the privilege was 
emedial action, which could have been prevented 

been as good a watchdog as they should have bee: 

it has served a purpose. What I am questioning 


as DOW een 8S ‘rved 
; the Air Foree now because ] know that prob 
| to try to get an optimum relationship betweer 
rsonnel, so that we will come out totalwise the cheapest 
When you are faced with an arbitrary ceiling, within th 
to do, sometimes you cannot make those shifts 
I started it a month ago to try to move into the R. and D. and the ADC, 
and T needed about 4,000 or 5,000 more spaces, more graded civilian spaces, to get 
e job don vent to the OSD, and they told me that thev had them in the 
the 1955 program was so tight with all three services that if they 
1954 they might have to take them away in 1955. To make 
» a foolish thing for me to do, beeause if I replaced the militar 
had to fire civilians in 1955 we would not be ahead 
xpanding this project Native-Son type operation into 


‘ 
United States, just because of this ceiling 
1a nore will vou need in the Air Foree, for example? 
i asked me today I might sav 5,000 or 6,000. If you asked 
it. might be 12,000 or 14,009 
and bv commalr d, areca by area, to find out where we ¢al 


herever you can do it you save a great deal, because you knock out 
g people. Your initial swap is on a 1 for 1 to start with. Then 
l c¢ the military pe rsonnel out, it knocks out the support for 
son all the way down the line; it knocks out the uniform cost, 
travel cost, it knocks out all the support costs you figure. 
Plus the postwar costs, such as veterans’ benefits. 
at is right It knocks out your figure for turnover. 
that clause is that instead of saving money it might cost money 
that it might foree us to keep military people, where we would 
be hk r off to have civilians. 
“Mr. Forp. Does it follow, then, that if this operation were carried through 
ou could make a correpsonding reduction in your overall military strength? 
‘Mr. Warre. That is true, except for this one thing: You want to remember 
that we have already cut the military figures. We stand, so far as 1954 and 1955 
ts \W th the 975.000 figure for 1956 and 1957 we show 
Wi somewhere around 30,000 people that we have to make up 
how hat deficit woud be taken care of through project Native Son if we 
xtended it 
In addition to that, there is the fact that eventually we will come out with 
military people than we are talking about today. What we want to do it 
go ahead and do it in a way where we can take the people away so that we are 
sure we are right, instead of taking arbitrary cuts and finding out later that we 
have to put them back in again 
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“ESTIMATED CIVILIAN PERSONNEL TO REPLACE MILITARY 


“Mr. WiaGLesworrH. Can you give us any specific estimates for the three 
branches of the service as to the number of civilians who may be employed to 
take the place of military personnel during the fiscal year 1955? 

“Mr. Wuire. I think I could give you an estimate for the Air Force. I do 
not know about the other services. The question is how far the other services 
are going to gointo this operation. 

“Mr. WicGLeswortH. You are generalizing. Personally, I go along with you 
on the general policy. I have thought for years it was a very important on¢ 
However, this committee would like to have the facts, to be as specific as possible 

“Mr. Wuire. Surely. 

“Mr. Wiaeciteswortn. If it is possible to give us figures that wi 

asonably accurate picture of what is within the bounds of probab 
t would be helpful. 

“Mr. Wurre. Swell 

Mr. Scrivner. Let me make a comment 

“Mr. Chairman, I feel, having looked into this picture 
States and in Europe, that there ean be a much greater 

4 heen When vou compare the costs 

less it does cost in many instan 


when vou 
the service are 


thev could 


three very glarit 
use, outside of Tok, 
narently d tt know yet particularly w 
However. some of the 
if not much better d 
I perso! nel act as bus tarters, 
t as well 
The Army is using military drivers for ¢ 
mo ing § cars would come up to the 
ip S section chiefs, to take them to Pe 
driven by a military driver If that is t » done, cert | \ 
hetter judgement than that, and at le h lrive | l t sectio 


one. bv Jan: 


tead of each chief having his own car at Still better, use 2 
) 5! 


2 civilian drivers, thus releasing 8 mili 


1 ing car operati 


ary at 4 
‘T ar sintine those things out just ase amples of where ther 
itilization made of the military, and instances where the militar’ 


Mr. Waite. You are speaking of the Army and not 
Mr. Scrivner. That reference was to the Army 
The Air Force in I urope was starting to do that Mir. Miller 

in September, and they have made ra ‘ 

I think we were told there that we can get, for the cost of | American milit: 

1 American civilian, the services of 4% to 6 indigenous civilian personnel 
Mr. Wuir That is about right 

“Mr. Scrivner. That is the dollar aspect 


her rapid strides. which is all 


zs onl pa 


‘When we have the indigenous personnel we t l 


© provi 


1 

} 
service We do not have to provide recreati » do not have 
edueation We do not have to provide all of , ing includi 
ubsistence, and all the support activities 


military personnel in that position 
I ha e peen tre gf in previou \ 
of the abuse vs rave taker 
ig vears, before i: limitation wa 
ave also seen, much to mv great 
\ir Force, becaure I have vicited more Ait 
real pride in and enthusiasm for economy 1 
manpower than eyer before My past experie 
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about removing the limitation. I am almost ready to put the services on faith 
that abuses will not occur if the limitation is eliminated. 

“Now, if it is not to be abused, that means that everybody in the Defense 
Department, from the Secretary of Defense and the Secretaries of the services 
on down to the military personnel themselves, have a job to do. Do you think 
thev will do it or not? 

“Mr. Wurre. I can speak for the Air Force. We will do it. 

“To line up with your figures, we have used just $5 million so far, and that is 
all it cost us for pay of civilian personnel to get the 30,000 militarv troops out of 
Europe. That is the total cort of project ‘‘Native Son,” $5 million, until the 
end of the balance of the vear. With that $5 million we hired 20,000 foreign 
nationals. For those 20,000 foreign nationals we took out 30,000 military people, 
so far. 

“Mr. Scrivner. You could do that, because you are taking out all of those 
who back up or support your primary military personnel. 

“Mr. Wurre. That is right. It is an average of 1% for 1 that we took out. 
When you take a look at the Japanere, you see it conts $900 a year for an indige- 
nous employee. So what you actually get is 14 Americans for $900. 

“Mr. Scrtvner. That is what I knew. That is why I raised this question. 

“Mr. Wuire. Surely. 

“Mr. Scrivner. That is why I mentioned these eight military drivers. 

“Mr. Mruuter. Mr. Scrivner, would you yield just a minute? 

“Mr. Scrivner. Surely. 

“Mr. Mruuer. There is one thing that concerns me about what Mr, Scrivner 
has said. I agree with it thoroughlv, and I am heartilv in favor of the program 
to reduce the need for military personnel on seme of these jobs. 

“Rightly or wrongly, we have a ceiling on military personnel. The Air Force 
has a certain number of men as a ceiling. If vou open this door here, there are 
perhaps 20,000 places which could be filled by either civilian or militarv personnel. 
In that wav you would be increasing the military ceiling, just by transferring 
20,090 people who are now on jobs that might be handled either way. 

“Tt seems to be a strange way of going about it. If you leave one door open 
entirely, vou have no tight compartment at all. 

“Mr. Wuirer. It is not completely open, because you have the money limitation. 
We come to Congress every year for the appropriation. We defend our numbers 
and you appropriate money on the basis of those numbers. Actually, to tell you 
what happened in the Air Force this year, if you will recall there was not as much 
as hoped for. Only a year ago we figured we could only get 110 wings out of the 
number of people the Air Force was going to get, military and civilianwise, in 
the time that we figured. We thought that we would get 110 wings with 960,000 
xeople, and even at that time the documents showed we needed 997,000 pecple. 

hat showed that we needed a savings of 37,000 people before we could make up 
the 110 wings. 

“Things like project Native Son and the early release policy and a few 
other things not only knocked out that deficit of 37,000, for the 110 wings, but 
it brought the deficit down so that we got 115 wings out of it. 

“The advantage of it is in the fact that you have some flexibility and can 
move. Our military people are moving into the combat units. The combat 
»ercentage, the number of troops that are going into combat, is going up gradually. 
‘he number of troops assigned to support elements is coming down. 

“Mr. Forp. Ifollow you argument. I feel perhaps as Mr. Scrivner does, but 
I am not satisfied with this entirely in the case of the Army, for example. If this 
limitation is removed and you could employ more civilians I do not understand, 
then, why there cannot be some concrete evidence submitted for the record 
showing how the Army can put more men into combat units. If that can be 
supplied for the record I will be convinced; otherwise I am not. 

“Mr. Waits. I can supply it for the record. My job is as Assistant Secretary 
of the Air Foree. All I can say is what we have done this year. 

“Now, I do know that Dr. Hannah in the Department of Defense likes the 
Air Force program this year, and that he would like to see the other services do 
that. I think the other services will move in that direction. 

“When you see the military strengths of the other services coming down, 
something has to be done in this way in order to meet the problem. 

“Mr. Forp. Mr. Garlock, could you provide for the record what the Army 
would do in this case, and show vs the purported results? If it is satisfactory 
I will be sympathetic with it, as Mr. Scrivner is. 

“Mr. Gariock. We can have a statement from all three departments. 

“(The information will be furnished the committee at a later date.) 
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“Mr. Wuirte. Our difficulty in the Air Force right now is the fact that with 
the ceiling of 475,000, and the way it is allocated as among the three services, it 
means that we cannot go any further in applying project Native Son to the United 
States, within the numbers that are assigned to us. 

‘‘As I say, I came up within the month asking for 4,000 additional spaces in 
order to start on R. and D. and the ADC, and the 4,000 spaces were not available. 

“Mr. Scrivner. Of course, there is one thing about it, as demonstrated by 
the congressional action that was taken. If the services do not exercise proper 
control, even with the fiscal limitation, and do go to excess, Congress can always 
again impose a ceiling. 

“Mr. Wuirte. Yes, sir. 

“Mr. Scrivner. Of course, it will be solely because the services have abused 
the situation. 

“T hope they will not doit. If we decide to take off the limitation, I hope they 
will prove by their conduct that our trust in them is well placed. 

“Mr. Gartock. I am sure Mr. Wilson would want the record to show that if 
you should give him that freedom he would exercise extreme care in letting the 
total number of graded civilians rise above what is now planned. It would only 
be on the basis of getting more effective combat organizations that he would be 
willing to go above the present figure. 

“Mr. Sixes. Mr. Chairman, may I ask what the committee schedule is going 
to be for the rest of the day? 

“Mr. WiaeLeswortnH. Off the record, 

“(Discussion off the record.)”’ 


DIFFERENCE IN GRADED AND UNGRADED 


Senator Corpon. My question is eliminated if you eliminate the 
word “graded,” otherwise I want to find out what graded and non- 
graded is. 

Senator KNow.anp. For the benefit of the record you might explain 
the difference. 

Mr. Wuirr. The graded is primarily white-collar workers with a 
GS classification. 

Ungraded are primarily blue-collars workers like aircraft mechanics 
and people like that. 

We classify as ungradod the people that are overseas. 

Senator Corpon. Do you have any ungraded people in this country? 

Mr. Wuirr. Yes; such as the aircraft mechanics. 

Senator Corpon. What are they paid out of? 

Mr. Wuirr. Out of “Maintenance and operation’? appropriation. 
So are the graded paid out of the “Maintenance and operation” 
appropriation. 

Senator Corpon. How long have you been with the Air Force? 

Mr. Waite. Since January 21, 1953. 

Senator Corpon. You learn rapidly. Go ahead. 

Mr. Warte. Thank you. 

| have covered the Reserves and ROTC and I have covered trans- 
ferability of funds. 

REENLISTMENT RATES 


Another point I wanted to make, which is in my general statement 
in detail, was this: 

The Air Force’s problem on reenlistment rates. We have geared 
our recruiting program for next year on the basis that we will get new 
people at the rate of about 11,000 a month. 

In order to attain the 975,000 figure for the 137-wing program, we 
have to run approximately 11,000 new enlistments a month with a 
reenlistment rate of 33 percent. 
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The reason we did this was because in the past you get into trouble 
if you have intake 1 month of 7,000 and 4 months later of 15,000, be- 
cause When they come out you have to replace them that way, and 
you have your training load all out of balance. You have to keep 
your training base and your training instructors and everything up 
for the highest figure, and it does not pay Lo close the base for 6 
months until you get new people 

We thoueht we would absorb them better and it would be cheaper 
if we level the intake at 11,000 

Senator Corpon. You have reached that conclusion. What about 
the folks who have ‘ome in the Air Force in order to make that 
workable? 

Mr. Wuirt lon’ eliev e will have too much trouble 
vetting 11,000 a month We may, se of the cuts in the Army, 

‘some t 


C ' have trouble what are vou going to do 


Mr. Wai I] e ha L¢ i F reenlistment rat 
Is whit 
reenlistment 


ercent. 


Now, we f De ercen f ery optimi ‘rate 
in February I had a ercent ss le survey made, to see what was & 
: b. 
ine to happen on the reenlistment rate We took peopie who were 


due for reenlistment in 1955. and found that 26 percent of them had 
\ppr ty 40 percent have 


] ‘ ’ r 
MaIcAaLlea the were COLLEY li hi} 


indicated they are not going to reenlist, and the undecided group is 
| 


OXIMate 
approximately 52 percent 

We know we cannot do much to the people who have decided they 
are not going to come back with us because it is a little bit late to 
do anvthing about them, but that undecided croup is fertile territory. 

So we believe that some of the bills that we have coming up here, 
which will cost some money, but which will make the career more 
attractive, will do a great deal to increase that reenlistment rate. 

Senator Corpor. Roughly, what do those bills provide in the way 


of more attraction, for instance, on the general provisions here the 
(t the ceiling on furniture, the movement of furniture. 

Mr. Wurre. Surprising enough, that restriction of 9,000 pound of 
furniture limitation, although it does not amount to very much in money 
is rated very high among the wives of our people as a restriction they 


House agreed to li 


do not like 
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PROVISIONS OF BILLS 


We have also asked Congress to increase the dependent education 
allowances. We have also asked the right for off-duty education 
which was taken away from us last year. We have come up and 
we are going to ask for dependent medical care. We are asking 
for survivor benefits because I think, as you gentlemen know, Gen- 
eral Arnold’s widow geis only $75 a monih. Our officers cannot 
ave enough money, so when they die they do not leave anything 
to their widows, and the widows can’t live on $75 a month. We 
have housing bills up here and various others. 

I wani to give some siatisiics from the economy standpoint. | 
took a look at it to see whai ii was going to cost the Government, 
just Air Force, leaving the Army and Navy out if something was not 
done about the reenlistment rate. I have figures which show that 
between now and the end of 1957 we are going to lose 635,000 people. 


ENLISTMENT EXPIRATION 


In other words, their enlisimenis will expire over that 3-year 
period of time. A loi of figures have been thrown around as to what 
the Air Force will lose if a man does not reenlist. The figures run 
all the way up to $14,000 for an enlisted man, and $41,000 for an 
officer. 

Most of those figures are subject to argument, because pay and 
allowance are included, and some other thing 

| wanted to get a figure which nobody could argue about. So | 
checked ihe training COSLS of the men that were comime out and 
that is a provable figure, and there is ho ques ion il is A loss. because 
when you pay to train him and you lose him, that money is gone, 
because you have to train another man. That cost is $2,500 

The next thing | looked at was the incentives a man gets to go out 
of the service. Now, | recognize that most of these incentives, like 
the GI bill of rights, were put in for worthwhile purposes. They 
were put in because a man was called out of civilian life and they 
were trying to repay him for what he lost in 4 years. 

Senator Corpon. And now they are luring him out of the armed 
services. 

Mr. Wuitn. Actually they work as an incentive to drive him out. 
[ think the Government should recognize if the man does not go out 
they don’t have to pay those things and if the man stays in past the 
first enlistment the odds are pretty good he is going to stay in the 
service the rest of his life. 

We have some statistics on that. Of those people coming out in 
1955 who were not first termers, who have been in more than one term, 
64 percent of them are going to reenlist while for the first termers, 
only 9 percent are going to reenlist. 

So if you get them past the first term, you have them. 


COSTS ATTRIBUTED TO GI PRIVILEGES 


I checked with the Veterans’ Administration. They said that 40 
percent of all the people who came out after Korea would take the 
GI bill of rights. I disregarded these costs, on incentives to go out, 
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everything except the GI bill of rights. They said 40 percent of the 
people coming out would take advantage of the GI bill of rights. 

The average right that they would avail themselves of would be 
$100 a month education payment for a period of 18 montbs. 

So I then took my 635,000, multiplied it by $2,500 which was our 
own training cost; took 40 percent of 635,000, multiplied it by $1,800, 
and the total loss to the Government if none of those men reenlist 
exceeds $2 billion. 

Now, those figures are provable. Now, that means that every 1 
percent that we get in reenlistment increase, is worth $20 million. 

So, therefore, if you take 26 percent and if we could get it up to 33 
percent, which is only 7 percent, we would save approximately $140 
million. If we could even get that figure up to around 50 or 60 per- 
cent we would save better than a billion dollars a year over the 3-year 
period. 

So it seemed to me that it might be a good idea to take some of the 
money we are talking about losing and use it to try to give the military 
people some of the things which they say are the things that are 
driving them out. 

AIR FORCE PERSONNEL REPOR1 


Senator Fercuson. I would like to say that I have some figures 
here that do not prove what you are saying. I want to ask you a 
question about them. 

| have an abstract from the United States Air Force personnel re- 
port dated September 1, 1953, covering a survey of 427,320 first-term 
enlistees, not intending to reenlist or were undecided. Some of the 
reasons given are rather surprising. 

For example, there are some of the reasons now that I will read to 
vou. I would like to know what the Air Force is doing to eliminate 
these objections that we have in this report. 

No. 1, promotion policy. The number is 55,490, or 13 percent. 

No. 2, do not want a military career, 45,610 or 10% percent. 

No. 3, not allowed to train for jobs I like better, 39,500, or 9%o 
pereent. 

No. 4, wasted manpower, 24,140, 5%» percent. 

Mr. Wurrr. What was the date of that survey? 

Senator Frerauson. The ist of September 1953. 

No. 5. Leadership commissioned, 22,020, 5% percent. 

Mr. Wurrr. You see most of those you are talking about are 
officers. 

Senator Ferauson. No, I am referring to enlisted personnel. 
No. 6. Training not utilized, 20,520, 4%) percent. 

No. 7. Leadership, noncommissioned, 9,480, 2%) percent. 

No. 8. Politics re shipments and transfers, 3,150, seven-tenths of 
1 percent. 

Senator Corpon. What does that mean? 

Senator Ferauson. Interservice politics. 

Senator Corpon. Is that why they are quitting, they don’t like 
interservice politics? 

Senator Frerauson. Yes. 

Senator Corpvon. What about leadership? They don’t like leader- 
ship? 
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Senator Frrauson. Leadership in the commissioned and leadership 
of noncommissioned. 

I will put this whole thing in the record. 

(The information referred to follows:) 


Sample survey—Principal objection to an Air Force career of first-term enlistees 
not intending to reenlist or undecided 


Objection 


Total first-term enlistees 


Promotion policy 

Do not wanta military ca 

More money in civilian | 

Not allowed to train for job I like bette: 
Wasted man-power 

Pay policy (paid once a month 
Leadership comm issioned 

rraining not utilived 

Uncertain about transfers 

Involuntary transfers 

Food 

loo little travel 
Leadership noncommissioned 
Recreation facilities 

Long hours 

Housing 

Polities re shipments and transfers 
Segregation between officers and airmen 
loo much travel 

Reason listed but do not care to reveal 
ther 


Source: Estimates based on May 31, 1953. samp 


Report dated Sept. 1, 1953, p. 90 


Mr. Wuire. I don’t know the survey you are talking about, but 
we have 4 and the last one that we have had indicates some of the 
reasons that you state as a reason. 

Now, it is true, I did not finish the whole story on this, and I would 
like to furnish an analysis for the record. 

(The analysis referred to follows:) 


REENLISTMENT ATTITUDE SAMPLE SuRVEY OF May 31, 1953 


Enhancement of the attractiveness of an Air Force career is a necessity if the 
Air Force is to achieve personnel stability and maximum combat effectiveness 
This problem is recognized throughout the Air Force. Studies are continuall; 
being carried on to devise new policies and change present policies, to encourage 
airmen, especially first-term enlistees, to reenlist. 

Information from sample surveys is reviewed in the Air Staff to discover those 
areas requiring priority attention in personnel planning. Experience nas proved, 
however, that attitude surveys of the type mentioned in the congressional inquiry 
have definite limitations. They incicate areas for study but cannot be accepted 
as positive identification of dissatisfactions of all personnel in the numerical per- 
centages shown. 

In this particular sample survey only the specific objections listed on the form 
could be selected by the enlistee. The purpose was to determine the relative 
importance of these specific items and not to determine what are the most im- 
portant of all possible objections of enlistees when deciding to reenlist or not to 
reenlist. Furthermore, we must keep this survey in proper perspective and 
recognize it only as a tool for estimating future potential. In the case at hand, 
5 percent of all airmen were surveyed. Within this 5 percent were some first- 
term enlistees. Of the number of first-term enlistees who indicated they did not 
intend to reenlist, 13 percent stated their intentions were based on dissatisfaction 
with the promotion policy. Relating this 13 percent to the existing 427,390 first- 
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term enlistees, the survey would indicate that 55,490 first-term enlistees do not 
intend to reenlist because they are not satisfied with the Air Force promotion 
policy; however, 55,490 first-term enlistees did not actually say this, the figure is 
a derivative obtained by applying a general percentage to a specific number. 

In addition, we do not know how much service the first-term enlistees denving 
reenlistments have had, the man who is dissatisfied with the promotion policy 
may have been in the Air Force only 3 months; similarlv, the man who believes 
he can make more money in civilian life may be an 18-year-old high-school graduate 
vith no special skill. Therefore, we must keep this and other surveys in their 
proper frame of reference and realize that negative-type surveys point up indica- 
tions of the moment as he date of survey There is no proof that if every 
objection were removed the entire group of first-term enlistees who were contacted 

intent to reenlist would experience a change of mind and 


“omotion policy was the objection cited hv the 
rm enlistees contacted The Air Force promotion 
Force Regulation 39-29 This retulation 

1 order to meet Air Foree requirements 

best qualified of eligible airmen selected 

promotions are made to meet Air Foree requirements, a 
»and at the proper skill level before an individual! 


t 
ndicated that two principal objections to airman- 


’ 
1 insufficient recognition of seniority 
f the Korean war promotion oppor 
Air Force strength levels off, promotio 


ies and opportunities for p ‘omotion will result 


quires that airmen possess the proper level of skill and have 
grade to be considered for advancement to 
‘ 


grad ormany, promo lon boards are appoint d to consider 


ninil 


n and select those best qualified for promotion. Seniority is 
actors considered and cannot receive disproportionate considera 
» other factors since the Air Force is to have the best qualified 


itions of greatest responsibilit. Air Foree policy is to dele- 
} | ] 1 


i 
otion authority to the lowest level possible and still insur 
leration of all eligible airmen rhis permits selection at a level 
ns of individual airmen are best known to officers responsible 
believe this to be the most equitable system which will satisfy 


quirements—we cannot hope, however, that it will satisfy every 
100 men are eligible for promotion and only 75 can be seleeted 

and promoted, then 25 pereent of the group are dissatisfied with the promotion 
police We believe this is inevitable in any organization; however, we are con- 
stantly reviewing our system to discover and eliminate weaknesses 

Concerning the fact that 10 percent of the first-term enlistees contacted did not 
want a military career, we must realize that even though these airmen are ‘‘volun- 
vy enlistees’? there are a certain portion of them who are draft-motivated 
given their choice they would never enter the service—but since they are 
draft-eligible, they would rather serve their required period in the Air Force. 
This does not change their original attitude, however, and there is no way we 
can remove this specific objection. Our hope is that during their period of 
service we will be able to develop for them the more desirable aspects of the 
service and thus change their minds. The item of being able to make more money 
in civilian life is a matter of opinion—perhaps he can, perhaps he only thinks 
he can. We realize that when in competition with industry for our more highly 
trained skills we cannot match, dollar for dollar, the offer made from civilian 
life. It is debatable, however, that industry is offering quite as much to the 
first-term enlistee as he believes to be the case 

Some personnel stated they were not allowed to train for a job they liked better. 
Air Foree training programs are developed to meet Air Force requirements 
\ptitude tests are administered to all airmen to determine the type of training 
which they are best qualified to receive. The desires of the individual are also 
considered. Nevertheless, it is inevitable that Air Foree requirements often 
will not mesh with individual desires for training on the part of airmen. It is 
true that many airmen are not allowed to train for the job they would prefer. 
Undoubtedly, this situation will continue as some fields are more attractive than 
others but all Air Force skill requirements must be met to carry out the Air Force 
mission. 


tal 
If 
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With regard to wasted manpower and the nonutilization of training, the Air 
Force is constantly reviewing its manpower requirements to insure that austere 
manning standards are in effect and there is no waste of manpower. During the 
current fiscal year, approximately 74,000 spaces have been eliminated from 
manning docume nts as a result of this review. We have also discussed at some 
length and on many occasions our project Native Son which adequately demon- 
strates our desire to obtain the greatest possible effort for the least possible 
expenditure. 

The services must operate on the philosophy of ‘‘the greatest good for the 
greatest number’? and must be ever mindful of administrative costs. We have 
determined, therefore, that payment once a month satisfies the requirements of 
most and permits a well-balanced, economical system. Our chief concern is that 
we pay as many as possible on the last day of the month or shortly thereafter. 
Our achievement in this area is best indicated by the fact that the only people 
who do not get paid when they should are the people who are not physically 
present on payday. In addition, there is in effect a partial-pay procedure whereby 
an airman who has a warranted need can apply through his commanding officer 
and receive whatever money he has earned so far during the month less a residual 
to take care of any outstanding allotments or indebtedness. This provision takes 
care of emergencies. There is no intent to change the policy of making payment 
once a month, however. 

Leadership on the part of officers and noncommissioned officers receives con- 
stant attention in the Air Foree. Recently, a program was initiated to enhance 
the stature of the noncommissioned officer. Some responsibilities previously 
carried out by officers are being delegated to noncommissioned officers. Train- 
ing programs are being installed in the commands to develop leadership in the 
noncommissioned officers and equip them to assume greater responsibility. 

Management training programs are in operation on Air Force bases to train 
officers in management techniques and improve the caliber of leadership. Ad- 
vanced courses are conducted at civilian educational institutions for senior officers. 

Certain other objections are inevitable if the Air Force is to carry out its mission. 
The gradual buildup to the goal of 137 wings requires actions which cause objec- 
tions on the part of personnel affected. National policy has dictated deployment 
of Air Force personnel throughout the world. This causes uncertainty about 
transfers in some cases, requires involuntary transfers, and often causes what some 
airmen consider to be too much travel. 

Recreation facilities are an integral part of Air Force public works programs 
for construction at installations. As bases are developed and expanded, recreation 
facilities will become more complete. 

The nature of military duties often requires long hours. Also, segregation 
between officers and airmen has long been accepted as inherent in the military 
service, if maximum combat effectiveness is to be attained. 

The Air Force has concurred in Department of Defense recommendation that 
the Wherry Housing Act, Public Law 211, 81st Congress be extended to July 1, 
1955. This will permit construction of additional housing required for Air Force 
personnel. 

Recently, the Womble Committee completed its studies and submitted its re- 
port. This committee was appointed to study the future of military service as 
a career that will attract and retain capable career personnel. 

Action has already been taken to implement recommendations of this com- 
mittee. Although the committee did not deal specifically with the objections 
mentioned, implementation of their recommendations should serve to reduce the 
objections. Some of the recommendations can be carried out only by legislation. 
Other actions can be taken within the services. The Air Force will continue to 
study the problem of career attractiveness and develop policies to encourage 
airmen to reenlist and make the Air Force their career. 


REINLISTMENT BONUS 


Senator Ferauson. Would not a bonus for reenlistment help? 

Mr. Wuirer. We have a bill for a bonus for reenlistment coming up 
here. 

Actually there are two things that would help. One, the things 
that I mention, the Congress can do and the other, the things that 
the Air Force can do alone. 


44991—54——15 
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There is no question but some of the policies that the military have 
had don’t tend to make the military career attractive. We admit it. 


ROTATION AND TRAVEL 


Now, we recognize the fact that we are in the position that some 
of the things we can’t do anything about. One of the things they 
don’t like is the amount of rotation and travel. 

Now, this year we moved in about seven areas to reduce rotation. 
After the hearings in the House and Senate last year, I sent a request 
down to the staff to examine the various areas on travel to see where 
we could do something which would cut down the amount of travel 
that our people were doing. I have 7 or 8 examples in my formal 
statement which | submitted of actions we had taken to cut travel 
down and by cutting travel you raise the stability of forces. 

Another thing we are trying to do is to see when we do move people 
with dependents, whether we can’t move them at the end of a school 
year instead of the middle of the school year. 

We are taking the steps that are necessary for us to take. The 
question is the steps that we can take which are covered by that 
survey 

Senator Frrauson. A lot of these are enlisted personnel. 

Mr. Wurrr. The whole 635,000 I am talking about is enlisted 
personnel, 

Senator KNowLanp. Of course, on this survey, I suppose it is like 
the Gallup poll, it may or may not be accurate, you have three-tenths 
of 1 percent who claim that they had too much travel. They may be 
in the wrong occupation if they do not like travel. 

On the other hand, you had too little travel, two and three-tenths 
percent. 

Mr. Wuire. You see, one of the big arguments we have gotten 
repeatedly from Congress is that we have too much travel from the 
services. 

Senator Ferauson: Do you not agree with that? 

Mr. Wurre. | think that is right. 

Senator Ferguson. I have had examples where they are never 
settled, they are moving all over the country, all over the world. 

Mr. Wurre. Of course, you have this problem, too, we have to cut 
travel; no question. We have to save money and we have to increase 
the morale of our people. We have to do it intelligently. We can’t 
cut travel for the sake of cutting travel if it means that if we need an 
aircraft mechanic in California he doesn’t get to California. 


ASSIGNMENT PROBLEMS 


Senator Corpon. If you need an aircraft mechanic in California, 
what is wrong about asking five aircraft mechanics whether they 
would like to go to California, or not? 

Senator Frrauson. Wait a minute. Would you expect any of 
them to refuse not to go to California? 

Senator Corpvon. I cannot see any reason in the world why you 
cannot treat Army personnel as people. 

Senator Ferauson. Why should you net try to get one out of 
Texas instead of having to go to Maine or Massachusetts? That is 
the thing that always puzzles me. 
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Mr. Wurrs. I agree with you. Of course, the problem lies as to 
whether or not the place in Texas has an excess man, a man that can 
go. , 

Senator Fercuson. That is true, but many times you do. 

Mr. Wuire. We are trying to straighten that one out, to go to the 
nearer areas to get them. 

To give you an example of some of the things we did to cut down, 
whereas before a man came out of school and would go to the com- 
mand and then go overseas We now say the overseas commands do 
not levy on the command here, but must levy on the schooi, so the 
man goes directly overseas from school, saving one travel move. 

The old rule used to be that an airman had to stay in the United 
States 12 months before he goes overseas. We now say he has to 
stay 18 months before he goes overseas. 

Then we had a rule after he had been overseas a certain period of 
time he had to come back. 

We now give voluntary permission for people who are overseas who 
want to stay overseas, to stay over there longer. 

So there are about 7 or 8 of those things we have done in the travel 
area where it is within our power to do it to increase the reenlistment 
rate. . 1 think you will find if you go out through the Air Force now 
that the morale in the Air Force is pretty good among the peonle 

Senator Ferauson. I have one suggestion. Ido not seem to have 
any difficulty getting this information out of airmen and Army and 
so forth, when I pick them up along the road when I am driving my 
car. They are always griping about the service or something, and 
give you a specific item like this traveling proposition. 

I do not think you can get accurate information through your 
officers. I think you ought to have intelligence officers picking up 
this information to whom these boys will talk. 

Mr. Wurre. We ourselves have gone out to the various fields and 
talked to the airmen ourselves, I find that they will tell you if you 
talk to them and if they think you are really trying to do something 
they will tell you. 

HOUSING SITUATION 


Now, one of the big problems—I am going to testify to the House 
today on—is the question of housing. The housing conditions for 
our people are deplorable and the cost that they have to pay for rent 
is keeping them broke. 

I talked to one airman for instance on it. He says there is no ques- 
tion ‘I would reenlist if I could ever get to the point where I could 
get all my bills paid, but with the rent I have to pay and the other 
things I have to pay when my 4-year enlistment is up, I am in the 
hole so much my wife won’t let me reenlist. She says I have to get 
another job and do something else.” 

The only other thing I wanted to talk about, the easiest way for 
me to do it is to go directly to my statement on it, if | may, and that 
is on the question of our carryover and the reclama that we have in 
front, of you. 

BUDGET FORMULATION 


Before I go into that I would like to explain a little bit how we 
made the budget and why we are up here on this reclama, 
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We have in the Air Force a committee called the Budget Advisory 
Committee that was made up of the director of budget, representa- 
tives from various places in the staff, and m¥ deputy for budget. 
They went over this budget that came from the field. They reduced 
it down to $12.9 billion. 

Senator Corpon. From what? 

Mr. Wuirr. I don’t remember what the figure was, but the im- 
portant figure is the next one, Senator. 

The one that came up to the Secretary’s Office was $12.9 billion 
We started at the same time an expenditure review of the 1954 expendi- 
ture program and the 1955 expenditure program, 

At that time we went through subitem by subitem, the various 
appropriation categories. I, myself, sat with the aircraft people 
until 2 or 3 o’clock a couple of mornings to go through every one of 
these. 

When we got through this expenditure review it appeared that 
enough things could be changed without hurting the programs to 
reduce the budget to $11.2 billion. 

The net effect was that that 12.9 got reduced to 11.2 jointly through 
the Secretary’s Office and General Twining and General White, the 
Chief and Vice Chief of Staff. 

When we got the story all down and the places where we could 
save the money worked out, we had a meeting of the four Secretaries, 
plus the Chief and Vice Chief of Staff, plus the comptroller, to work 
out these areas. 

Now, I want to give you two examples of the things we did. 

Senator Corpon. I am still interested in what the budget was 
before you cut it. What was it when it came in to you from the field? 
Does anybody know? 

General Asrensio. No, sir; because when it comes in from the field 
there are certain adjustments that are made due to misinterpretation 
or errors of fact that are corrected in the process and, therefore, no 
summary is made at that particular juncture or if it is made, it is 
just academic. 

In this past instance we made none. 

Senator Corpon. You do not know whether you reduced the figure 
or raised it because you do not know what the figure was. 


BUDGET REVIEW 


General Asensio. We know that we reviewed every area because 
we sat for weeks on end, and we made sure that the adjustments were 
made in accordance with existing policy and existing program 
directives. 

There were very few instances, I might say, where any upward 
adjustment was made, although that is part of the function of the 
Budget Advisory Committee to make sure that the requirements are 
tailored to the program. 

The adjustments of which Mr. White speaks, that are made later, 
are made by and large through changes in policy, which is beyond the 
province of the Budget Advisory Committee. 

We can recommend changes in policy and we do not hesitate to do 
so, but we have to defer them to superior committees or personnel of 
the Air Force, and they are the ones who make those determinations. 
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Senator Corpon. Were those determinations made when this figure 
reached 12.9? 

Mr. Wuire. It finally got down to 11.2. 

Senator Corpon. Was the figure of 12.9 predicated on policy or 
simply a correction of estimates that came in from the field? 

General Asensio. It was the one correcting changes and estimates 
coming from the field. 

Senator Corpon. So the policy changes and application brought 
it to 11.2? 

Mr. Wuire. That is right. 

I want to give you two examples how we got it down to 11.2 One 
thing we did was to look at them from the standpoint of even though 
the thing was required, was there any chance that it would be obligated 
during the following year. To take one example, there were 12 
different programs within one of the appropriations, each one of them 
which indicated a better than 50 percent chance that it would be 
obligated, all 12 needed, but all people agreeing that not more than 
9 would be obligated during the year, but no one being able to tell 
which 3 would not be obligated. 

So we in the Air Force have discounted that program 25 percent 
already. 

If Congress itself looks at the 12 and says ‘‘We think 3 will not be 
obligated,’’ and discounts it 25 percent, we are in trouble, because we 
have already taken the 25 percent discount on that kind of basis. 

Senator Corvon. You discounted the 25 percent because you knew 
that based on experience 3 of the programs would not be activated 
or become expenditures or matters of expenditure in the current fiscal 
vear. When you made that decision were you certain that whatever 
money was made available by the Congress could be made applicable 
to any one of the 12? 

Mr. Wuirsr. That is why we came in. We came in for the whole 
12 so that we could use the money for any one of the 12. 

Senator Corpon. You did not break it down as to the 12? 

Mr. Wuire. No. The reason we couldn’t do it is because sitting 
here today we don’t know a year from today the three that we are 
going to failon. That is the danger of discounting because the thing 
I found, the biggest problem since 1 have been down here, lies in the 
fact that the way we appropriate money somebody has to guess a 
year or even more than a year ahead of time what programs are going 
to slip. 

If you could go on the basis that all your programs are in, and any 
that fall out you don’t spend the money on, you would have no problem 
of flexibility. 

NECESSITY FOR REPROGRAMING 


But here is what happens: You get a cut in the budget from Con- 

gress. Immediately because of certain statutes on the books the mili- 
ry ‘cc rT . . 

tary people then reprogram. They say, “Well, we have $100 million 


” 


less so we have to take something out of the program. 

Now they are having to guess a year ahead of time. They may have 
guessed and taken the wrong one out, you see, and nobody can be 
blamed for it because they are in a position of having to pull $100 
million out. 
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Now, the second type of thing we did on the budget was that we had 
authority to end this fiscal year with 970,000 military personnel. 
We decided we didn’t need 970,000, we only needed 955 000. So we 
voluntarily reduced the estimate for the difference between 955,000 
and 970,000, so my plea on this reclama is that it is true that 
it is possible that we would save the $265 million over the next year, 
but the problem is we do not know where we are going to save the $265 
million. 

We don’t know we are going to save it in the places the House said 
we were going to save it, and if you took $265 million off, som ebody 
in the Air Foree would have to go back and reprogram for $265 
million and it is this reprograming action that continues every time 
a budget is cut, that slows up the programs. Nothing happens 
until somebody makes up his mind about how they are going to re- 
program it and once they get it reprogramed they start obligating 
that money and it is 2 or 3 months before we can get started on any 
of these programs 

Now, I think I have covered everything. 


FLEXIBILITY IN APPROPRIATIONS 


Senator Youna. Do you have enough flexibility in your appropria- 
tions that you can go to the greater production of new jet bombers 
to match this Russian bomber that was advertised recently? 

Mr. Wuire. You have this flexibility within this appropriation 
and that is all one appropriation, the aircraft and related procurement 
appropriation, you have the flexibility, but what it means is that you 
would move in and have to take some other program out in order to 
give yourself the money to expand that program that you are talking 
about. 

Senator Corpon. You would have to do that; otherwise, you would 
have to ask for another appropriation. You can spend it all at once. 

Mr. Wurrn. That is right. The trouble comes in the inflexibility 
between the appropriations. 

If you can save money in X appropriation, you can’t use X appro- 
priation to bolster up A appropriation. 

Senator Youne. In other words, you probably would not have 
money enough to go into a sizable production of bombers of that type? 

Mr. Wuarre. You might not. 

Senator Youna. You do not know for sure? 

Mr. Wuarre. That is right. 

Now, the typical example of inflexibility I gave before you were 
here is the inflexibility that exists between military personnel and 
civilian personnel. There is no way by making a saving in the military 
personnel account to use those savings to buy civilians even though 
by employing civilians you would reduce your military personnel 
account. There is no way to move. 


BUDGET ESTIMATES 


Senator Fercuson. There is one thing I wanted to ask you about, 
the capacity or the ability of officers to.estimate what their. budget 
will be for next year; we get some complaints that they have great 
difficulty and even after an appropriation is made, of getting the facts 
as to how much they are going to get for the current year. 





ad 
el. 
we 
00 
at 
ar, 
65 


vid 
dy 
65 
ne 
ns 
re- 
ng 
ny 


a- 
rs 


on 
nt 
pu 
to 


ng 
Id 


e. 
ty 


O- 


ve 


e? 


re 
id 
ry 
rh 
el 


it, 
et 
at 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 999 


Mr. Wuire. On this budget problem, and maybe I am speaking 
out of turn here, but when I came down here this is the one that is the 
biggest difference between the operation of a private business that I 
have seen, because you come up with your budget estimates about 18 
months before you come to Congress. 

Now, you are asking people in the Government in effect to guess 
almost two years and a half ahead of time how they are going to 
spend money, or how they are going to obligate money. Their problem 
is that here are some programs they have. They know some of the 
programs are going to slip out, but when you make them tell which 
one is going to slip out by the end of a fiscal year, so far in advance, 
that is where you get into trouble. 

To give you an example of how it works in personnel, when we got 
into the personnel program last year of 960,000, the first idea was to 
reprogram personnel so that it came out at 960,000, even though the 
requirement appeared to be 997,000. 

I did not want to reprogram to come out at 960,000, because I was 
afraid the savings would be taken where we shouldn’t take them and 
we would not take them where we could, if we could work them out 
over a year. 

So we started with two sets of books in the Air Force so far as 
personnel is concerned. We started with 1 set with 997,000, which 
was the requirement, and another set on the money, which was for 
960,000. We began to charge our savings against the 997 and pretty 
soon we were down to 960 and we started to go below 960, so we came 
out all right. These were actual reductions resulting from good 
management practices rather than an arbitrary cut. 

But you can’t do that in any place except personnel very easily 
because under the statutes it is illegal for a man to obligate or commit 
more money than it looks like he has. 

Senator Ferauson. Why does it take about 6 months to notify him 
after you get the appropriation? 

Mr. Warre. Here is what happens—— 

Senator Fircuson. You see, he goes along in the dark. 

Mr. Wuire. You get a program started, the Air Force will draw 
up a program when their budget comes along and the program the 
Air Force has now is based on $11.2 billion. 

Now, if we came to Congress with 11.2 and Congress cut us, our 
program for 11.2 is no good any more. 

Somebody in the Air Force has to sit and go over it program by 
program and decide which ones do they guess are the ones they are 
not going to get this year anyhow, and those are the ones that come 
out first and also to reduce the programs on the basis of priority. 

So they spend 2 or 3 or 4 months redoing a program before we can 
start giving anybody authority to buy anything. Until we are sure 
what is going into the reduced program some things get held up. 

(Discussion off the record.) 


CONTROL OF APPROPRIATED FUNDS 


Senator Fercuson. Here is the difference between your business 
and your Government. At least Congress thinks and expects to he 
able to control the budget as an operational budget. 
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I think that many times they are wrong in thinking that they do 
and that, therefore, they want to put this thing i in pockets so that you 
have to use it for that and you do not go out in fields that they have 
never heard of. 

Let me give you snexample. In an appropriation under the foreign 
spending program they gave a ceratin amount for India, never any 
mention about that being used for the railroad. Then they wake up 
someday to hear that a big railroad project is on because they have 
just used the fund for that. 

And let me give you one little example. They hear of a fellow 
building a doghouse for $1,200. Where did he get the money? 
Congress is then put on the spot. 

Why did you ever appropriate money that could be used for that 
purpose? Our mail shows that. How are we going to work this out? 
I agree with you. 

Mr. Wurrr. And I agree with you. The whole thing got started, 
and necessarily so, so that Congress could be assured they had some 
control over the spending of money. 

Until the executive departments can demonstrate they can control 
the expenditure of money, we have the problem. Congress cannot let 
go of this control if we are going to spend $1,200 for doghouses or we 
are going to buy railroads, as the Senator said. 

Senator Corpon. You do not have to wait until the Defense can 
demonstrate that. 

Mr. Wuire. This one billion nine dollars, $1,905 million carry- 
over, is an attempt to do exactly that. What we did was as the pro- 
grams came out that were not going to materialize, in other words, 
the money was not going to be spent the way Congress thought it was 
going to be spent, instead of leaving it loose so that it could be spread 
somewhere else, we put it in an administrative reserve under the rule 
that it could not be taken out unless the project which was demon- 
strated to the Secretary’s Office was of equal importance to the one 
that had washed out. Because of that no money was lost to the 
taxpayer, since this $1,905 million went to reduce our fiscal year 1955 
budget. 

Senator Ferauson. Is not this true, that the services themselves 
make a lot of these policies? 


FINANCE OVERLAPPING IN ARMY DEPOT SYSTEM 


Let me read you one here about the Army and see if it applies to the 
Air Force. I do this in trying to work out some way to solve this 
problem: 


The staff of the subcommittee have developed information showing there is 
considerable overlapping in multiple sources of financing in the Army depot 
system. For example, in planning it was found that funds for the operation of 
the depot are derived from 13 different appropriations and channeled through 
15 different operating agencies within the Army. 

One of the 13 appropriations is the appropriation for the maintenance and opera- 
tion. This appropriation is divided into 15 budget programs, or at least was at 
the time of the inquiry. Funds for 9 of these programs find their way into At- 
lanta General Depot, but only after being broken down into 45 budget projects 
at the Army comptrollers’ level. Allocations are made from these 45 budget 
projects to 6 different operating agencies of the Army who in turn make funds 
available to the depots through a total of 130 allotment accounts. These allot- 
ment accounts in numerous instances are further broken down into suballotments 
and station operating accounts. 
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Of course, detailed ledger accounts must be maintained on each project. Allot- 
ment, suballotment, and so forth, and regular reports are submitted on the status 
of each, 

That is what we have to call on the Hill here redtape. 

Mr. Wuire. I will say this: Maybe some of my people around me 
will say this is wrong. It is true that we do what you say there, 
to maybe too great an extent. 

Now, I do not know whether my statement to too great an extent 
is correct. I am checking now, started 2 or 3 weeks ago, in fact, to 
have a check to see if we cannot do something in the Air Force to 
stop this dividing up in so many of the pockets. I am not too sure 
whether it can be done, but at least we are going to take a look at it. 

We are also going to take a look at the possibility of whether or not 
we can move commitments back further, whether we can hold up 
freezing of the funds. 

In fact no matter how much money Congress gave us at the begin- 
ning of the year, we would end up with approximately the same 
percentage left, even though we didn’t have enough because, it is 
impossible under the rules that exist to spend 100 percent in every 
pocket. Each office of responsibility holds back to make sure he will 
not exceed the ceiling. 

Senator Ferauson. You do not think for a minute that Congress 
would feel that we could open the Treasury and let you walk in. 
You cannot go that far. 

Mr. Wurrer. We would not ask that. 

Senator Corpon. I think his argument would support the judgment 
on the part of Congress that we could cut the budget in two and they 
still would have more than they need. 

Mr. Wuire. That is not true. I stated this had nothing to do 
with need, it is a question of mechanics. 

Senator Toye. Mr. Chairman, that is the question I could not 
quite understand, regardless of how much we appropriated you would 
wind up about the same. I think that should be explained. 


EFFECT OF CEILINGS ON PROGRAMS 


Mr. Wuire. If everybody in the Air Force gets a certain amount of 
money, we will say, on their programs and is told that is the ceiling, 
nobody, because of the statutes, dares obligate it all. So that if you 
gave us a billion dollars and we divided it up among 100 men no one 
would hit on the nose. 

Put it another way: If you want to hit it on the nose you usually 
would have to program 103 or 105 percent to get 100 percent. Be- 
cause of the statutory limitations on obligating more money than 
you have, and you have 100 percent, you will end up 98 or 99 percent, 
or 97 percent. 

To give you another example on personnel, our quotas are spread 
all over the country. We go out and we say we want 12,000 people 
and we spread them all over among all the recruiting centers. When 
we were doing that we were not getting 12,000, we were getting eleven 
or ten thousand. 

So one day just to try it I said henceforth your quota is 14,000, not 
12,000. Asa result, we hit 12,000 which was the figure we wanted. 
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I mean it is just the mechanics of being able to do anything. When 
you have a ceiling you never hit the ceiling. 

Senator Tuyr. In other words, what you want us to understand is 
that if they exceed the sum allotted, they are personally liable for 
having violated a law and, therefore, if they are alloted a 1,200, they 
will budget not to exceed 1,050 so that in the event there is a runover 
they will stay within the limit. That is right; is it not? 

Mr. Wuarre. That is right. 

Senator THyr. Of course, you must have a ceiling that is firm. 
If you did not you would not know at the end of the year whether 
you were indebted a million or a billion dollars. So you must have 
a positive fixed ceiling, but with the exception of procurement, a man 
should be able to figure within almost a penny of a budget such as 
the recruiting office, and like that. 

I can understand in a plant where you have the questions of engi- 
neering and changes and designs and so forth, you might come up 
at the end of the year with a slowup that you had not held to the 
schedule you anticipated. 

Mr. Wurre. You can get it in personnel. Suppose you start = 
at the beginning of the year and you say you are going to end : 
955,000. All of a sudden it appears to you advantageous to ing. 
release some people, to get them out because you don’t need them. 
Then you have to pay mustering-out pay; you have to pay travel, 
you have to pay a lot of other things that you did not contemplate 
at the beginning of the budget year. 

Senator Toye. I can understand that, but again you have to work 
upon a basis of a former history as to what you anticipate what your 
tomorrow will be, so you should not have too much difficulty deter- 
mining what history will tell you what your tomorrow will be. 

But there is no way of ever permitting a free ceiling or a flexible 
ceiling. 

Mr. Wurre. I agree with that. 

Senator Ture. That is out of the question. It was in State gov- 
ernment and I am positive it would be the same thing here only 
multiplied by the many times that the Government is in excess of 
State funds. 

\IR FORCE ACCOUNTING SYSTEM 


Mr. Wurre. One thing we have done this vear is that we are putting 
in a complete accounting system in the Air Force so that when we 
get done with the accounting system we will have a complete business- 
like accounting system that we can produce up here which will show 
what the cost of every one of our operations is. 

General Asensto. I would like to clarify Mr. White’s statement 
with regard to the fact that you would still attain the program with 
something left over in the way of funds. You would not attain the 
same program if you had to make an adjustment. You would have 
something left over from the funds that were applied to the program 
necessarily changed to accommodate to the new fund total. 
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GRADED PERSONNEL SUBSTITUTION 


Senator Corpon. I think that is perfectly apparent. 

Let me ask you if anybody knows why the House used the word 
“graded” in connection with this proviso for substitution of military 
personnel or substitution of civilian personnel for military. 

General Moore. It started with the limitation of 475,000 graded 
full-time employees. A similar limitation has been in the act for 
some time 

Senator Corpvon. That still is a limitation. Now, what will be 
the effect of your suggested amendment on that 475,000 full-time 
graded civilian employees? 

Mr. Wuire. It would mean that the Department of Defense 
could exceed the 475,000 graded to the extent that they reduce the 
military strength that appeared in the budget. 

Senator Corpon. What is the use of having that limitation in if 
you are going to have a proviso? 

Mr. Wuirr. Of course, we would rather have the 475,000 out 
completely, but the advantage from Congress’ standpoint, I believe 
the House felt, was that it was a starting point from which you could 
measure the increase and the decrease of the military. 

Senator Corpon. Now, with the language that you suggest which 
broadens the field for transfer to include all civilian, graded and non- 
graded, assuming that you transfer three-fourth nongraded and one- 
fourth graded, would the one-fourth graded that were transferred be 
added to the 475,000 for limitation purposes? 

Mr. Wurre. In other words, it would work this way: that if we 
went out and we applied the doctrines of project Native Son to the 
United States and we hired a thousand graded civilian over what was 
in our budget the Department of Defense quota would then be 476,000, 
but the Air Force total on military would not longer be 970,000, but 
would be 969,000. 

Senator Corpon. I want to get a picture of the practical application. 
Assuming the House language, you open your fiscal year with 475,000 
full-time graded civilian employ ees. Iam just making an assumption 
here we are to determine where we are with reference to our language. 

If you open the year with 475,000 graded civilian employees, you de- 
termine that 100,000 of those can be substituted for militar vy personnel. 

Mr. Wuire. No; because the 475,000 cannot be substituted. Those 
have all to be defended on the basis of jobs they are already in. 


APPLICATION OF PROVISIONS 


Senator Corpvon. Then the application of the provision will be 
through the hiring of additional personnel, graded or nongraded, 
the case may be, and the substitution of them for the military. 

Mr. Wuire. That is right; and they will be paid for out of the money 
saved by reducing the military. 

Senator Corpon. Then the military money will be transferred 
the civilian account? 

Mr. Wuire. That is right. 

Senator Corpon. What about the difference in compensation 
involved? 
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Mr. Wuire. There should be a greater net saving to the Govern- 
ment and the House was persuaded of this, there would be greater 
net saving to the Government by such a transfer. 

In other words, when you reduce the military you not only knock 
out the pay, but you knock out subsistence and you knock out travel 
and a great many other accounts. 

Senator Corpon. If you have taken 100,000 and placed them into 
an effort that has been done by the military, then your per capita 
for 1,000 military could well be transferred to a civilian account and 
leave an unexpended surplus at the end of the year. 

Mr. Wauire. It should. 

Senator Corpon. Is it your thought that will be done that way? 

Mr. Ware. It is our thought and our hope that that is the way it 
will work out, either in the civilian or military account. 

Senator Corpvon. You say here, however, that the— 
substitution may be accom: lished without re~ard to the foregoing limitation and 
such funds as may be required to accomplish the substitution may be transferred. 

That is not the full amount; that is only the amount necessary to 
pay the civilians and you have more money to expend on the part of 
the military than you had before. 

Mr. Wuirer. Yes; but the point is that we have a new ceiling so that 
the money will be left over in the military personnel account. It will 
show up at the end of the year as 1 year money that will be returned 
to the Treasury. 

Senator Corpon. It could be 1 year funds that the military spent 
and has not testified to. 


Mr. Wuire. The fear was the other way. It is strange that you 
raise the question because the request was for us to put it in that way 
so that we would not be transferring more money to the “Maintenance 


” 


and operation” appropriation than was necessary to pay for the civil- 
ians because there are a great many other things in “‘Maintenance and 
operation” besides civilian personnel that the money could be used for. 

Senator Corpon. Now, you are saying what I have said. You 
have more money to spe ‘nd than you have testified to in the military. 

Mr. Wuire. No; that is not true. I am saying that if we take 
a thousand extra graded civilians so that we get 476,000 instead of 
475,000, we reduce the military from 970,000 to 969,000. 

We take the money that is saved by the reduction from 970,000 to 
969,000. We create the saving by reducing military the strength and 
we only reduce the military strength because we have hired the new 
civilians. 

We take that savings and as much of that savings as is necessary 
to pay that thousand additional civilians we transfer to maintenance 
and operation. 
> If there should be anything left over we don’t transfer to mainte- 
nance and operation, we leave it in the military personnel account 
which will cancel out at the end of the year so there is no excess money 
there. It will lapse. 

Senator Corvon. If you do not spend it it will lapse. 


UNOBLIGATED FUNDS 


General Asrensio. That is right, and we have made a demonstration 
in fiscal 1954, of which we are quite proud, that by following proper 
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management plans we are returning unobligated 1 year funds of 
$203 million. 

Senator Corvon. Please understand me, I am not accusing you of 
doing that; I am not saying you will do it. 1 am saying that it is 
possible to do it. 

Mr. Wuire. It is possible, but most improbable, sir. 

Senator Corpon. As long as you admit possibility that is as far 
as my argument goes. Why should not we just toss it immediately 
into an inaccessible fund so there would be no question about it? 

General Asensio. In effect, that is what we do in the management 
of the Air Force. 

Senator Corpvon. Suppose we provide in the act that you do, 
would there be any objection to it? 

Mr. Wuirr. The point is that you don’t immediately know what 
the savings will be. For instance, all you know the minute you make 
the swap is the difference in pay. 

Now, it is true that the travel account will reduce and some of the 
others, but it will take a whole year for them to reduce. They don’t 
reduce as of the day the transfer was made. 

I just want to give you some figures here to give you an example 
of what we did on civilian personnel. 

Senator Corpon. You say at sometime or other you will effect 
a saving? 

MILITARY PERSONNEL SAVINGS 


Mr. Wuire. During the year. 

Let me give you an example what we did this year on military 
personnel savings, in addition to getting the extra five combat wings 
which nobody had budgeted for and for which nobody had asked for 
any money. We took the first saving we got to create those five 
wings. After creating the 5 wings in the military personnel account 
we saved $77.3 million. 

Now, that $77.3 million went in reserve in my office so it could 
not be spent without my approval. It came in over the months, 
not all at once. We kept a record of what we did with the $77.3 
million so we could come up here and tell you it was not dissipated; 
$10.8 million of it went to increased travel. The reason it went to 
increased travel was because the steps that were taken to create this 
money and to create the five additional wings themselves, increased 
travel. 

In other words, project Native Son upped the travel requirement 
because we were bringing back troops from Europe that were not 
needed any more, that were not planned to be brought back in 1954. 

Secondly, the prerelease policy which pushed out 67 ,000 people 
we didn’t need, we had to pay them travel cost in 1954 that were not 
budgeted for in 1954. They would have been paid for in 1955. 

We thought an increase of $10.8 million in the travel account was 
a cheap way to get out of paying for 67,000 people, for getting 30,000 
people out of project Native Son, especially since it would have been 
spent in fiscal year 1955 anyhow. 

That was the management thinking we did. 

The second thing we did was turn $33 million on the subsistence 
account over to the Army on instructions from the Office of the Secre- 
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tary of Defense. That was just a bookkeeping transaction to give 
them 1 month’s lead on subsistence. 

The net result was that those things added up to $45 million that 
were not budgeted for in the 1954 account that were justified to be 
spent. We take the $45 million from $77.3 million and we have 
$31.5 million that we are returning, 


CIVILIAN ACCOUNT 


The same thing happened in the civilian account. I explained how 
we handled project Native Son. We got $34 million out of the cut 
we made in AMC and some smaller ones, $32 million in AMC and the 
balance in other places 

Then because we didn’t budget-—-strange enough, this is another 
thing—-these blue-collar workers, the wage board, their wages keep 
going up. When you come in for a budget you come in on the basis 
of the last known wage, but under the setup that has been established 
throughout the Government for wage board increases those increases 
kept going on 

So out of the $34 million that we saved in the civilian personnel 
account, $5 million of it went to project Native Son. 

Part of the balance went to pay for the increases in cost of the wage 
board employees, that we have no control over. 

It is a routine thing, when the standard of living goes up so much, 
wages go up. 

So we are going to have $19 million left in the civilian personnel 
account that we are returning. We didn’t let the money get dis- 
sipated. 


Senator Ferauson. This is a good place now to recess until 3 
o’clock this afternoon. 

(Thereupon, at 12 noon, the subcommittee recessed, to reconvene at 
3 p.m., same day 


AFTERNOON SESSION 


Senator Frrcuson. The committee will come to order. 

If you have any statements, I would like to have you read them at 
this time. 

General Asensro. Yes, sir: we shall do so. 

The first one we should like to present is the statement of General 
Picher with regard to the program from which our requirements stem. 

Then he has an off-the-record chart that you might look at. 

Senator Frercuson. Yes; we will want to see that. 

First, we will hear from General Picher. 


DEPARTMENT OF THE AIR FoRCE 


STATEMENT OF MAJ. GEN. OLIVER S. PICHER, ASSISTANT FOR 
PROGRAMING, DCS/OPERATIONS 


BUDGE ESTIMATES, FISCAL YEAR 1955 


General Picurn. Mr. Chairman and members of the committee, 
earlier Air Foree witnesses, both civilian and military, who have 
appeared before this committee in justification of the funds we have 
requested for the Air Force for fiscal year 1955 have explained to you 
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in general the plans and policies under which we constructed our 
budget request. 

lt is my purpose to outline for you in more detail the elements of 
the program, such as the number and types of wings, and the aircraft 
with which they will be equipped, the number of military personnel 
required, the loads we will need in indoctrination training, technical 
training, and flying training to support the Air Foree program. 
Because of the detail, portions of this must be off the record. 

Last year when | appeared before this committee in connection 
with our budget request for fiscal year 1954, the Air Force had for its 
goal 120 wings, to be reached at the end of fiscal vear 1956. This was 
understood by us and by you to be an interim program, and the 
combat aircraft planned for our earlier program were continued in 
the production schedules until such time as the reevaluation of the 
forces and strengths of all three services, which had been directed by 
the President, was completed. 

As the result of this Presidential directive, the Air Force submitted 
to the Joint Chiefs of Staff a program which called for achieving 137 
combat and airlift wings by the end of fiscal year 1957. This position 
was approved by the Joint Chiefs of Staff and the National Security 
Council, and was announced by the President in this budget message 
on January 21, 1954. 

The 137 wing force remedied two of the deficiencies of the smaller 
120 wings: a shortage in fighter interceptor Ww ines for air defense and 
in tactical aviation. 

The program provides for a phased buildup as follows: 


iscal year 1954 


j 

1 fiscal year 1955 

! var 1956 
var 1957 


ie 


FORCE COMPOSITION 


The initial step in describing any military program is a projection 
of the force composition. In the Air Force we call the combat and 
airlift wings ‘major’ forces. These major units are grouped into 
four categories: Wines 
Strategic, for which this program provides 54 
Air Defense, for which this program provides 34 
Tactical, for which this program provides : 38 
Airlift, for which this program provides 11 


Total . , ; 137 
CAPABILITY 


The strategic forces, because of their power, have been credited 
with being a deterrent to war. In addition, contained in these forces 
is the capability of heavy retaliatory attack against any country 
which might launch war against the United States. The new air- 
craft—such as the jet B-47 and the jet B-52—are increasing the 
potentialities of the force in speed, range, and altitude. This, coupled 
with the increase in power of new nuclear weapons, gives us the 
capability of delivering tonnages of a magnitude never before achieved. 
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In order to secure faster information of the effects of bombing 
strikes and to locate new targets, the 137 wing program has a larger 
number of strategic reconnaissance wings than any earlier program. 

The air defense forces have likewise been increased over any earlier 
program to furnish fighter interceptor protection for the United States 
and for overseas bases on which our forces will be deployed. 

The wings listed under tactical and airlift have most important 
duties in the support of our Ground Forces, but their duties are not 
entirely limited to this type of operation. As an example, a fighter 
bomber wing may one day be called upon to furnish close support to 
our ground troops by striking tactical targets such as tanks, artillery, 
or troop concentration immediately in front of our lines; the next day, 
this same wing may be used 100 to 200 miles beyond our forward line 
on interdiction targets, such as railroads, marshalling yards and 
bridges; on another day, this same fighter bomber wing might be 
required to attack enemy airdromes, to destroy facilities and airplanes 
on the ground and, on the following day, might be used fighting enemy 
aircraft in the air. The decision as to which of these 4 types of opera- 
tions the wing would be required to perform would depend upon which 
of the 4 types was on that particular day the most important, both 
from the point of view of the Air Force and of the Army troops which 
the wing was supporting. In order to have tactical forces—which 
include tactical bombers, light bombers, day fighters and tactical 
reconnaissance—to perform the Air Force missions and support the 
ground operations, the tactical forces were increased in the 137 wing 
program. This increase furnished a better balance and enables us 
to meet our commitments to NATO. 


NUCLEAR WEAPONS 


As our knowledge of how to build nuclear weapons continues and 
as the size of our stockpile of these weapons increases, there grows 
within the tactical forces an increased capability similar to that in 
the strategic forces. Enemy troops, supply dumps, communication 
centers and all the necessary concentrations to support a major land 
offensive will be extremely vulnerable to our tactical wings. The 
destruction of enemy airfields by tactical aircraft immediately after 
the beginning of hostilities will make more certain the initial pene- 
tration of our strategic forces. 

There has been a reduction in the number of airlift wings included 
in the program, which is in consonance with the President’s announced 
policy to withdraw Ground Forces from overseas and concentrate 
them in a strategic reserve within the United States. The aircraft 
which the Air Force held on contract for these medium troop-carrier 
wings will be placed in similar units in the Air Reserve where they 
will constitute an asset on which we can quickly draw in case of 
emergency. 

SUPPORTING UNITS 


The major forces I have discussed establish a requirement for sup- 
porting units. These we refer to as “flying support” and “nonflying”’ 
support forces. Efficient and safe operations of the Air Force make 
these forces essential. 
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Most flying support units are no}, directly related to specific major 
forces, but are necessary because of the worldwide operation of the 
Air Force and perform their functions in relation to geographical areas. 
The program provides for airborne early warning squadrons to supple- 
ment the land radar network. Air evacuation squadrons transport 
patients between hospitals; air rescue groups increase the chance of 
survival of crews forced down at sea or on land; weather reconnais- 
sance squadrons improve the certainty with which hurricanes can be 
tracked or weather conditions forecast. In general, these forces have 
been retained in this program in the same numbers as in earlier 
programs. 

Some flying support units are directly related to specific major forces. 
An example of these is the air refuelling squadrons, which extend the 
range of combat wings. Recent successful movements of fighter wings 
by air to Japan, the United Kingdom, and Africa were possible because 
of these units. Rapid redeployment can be made by using refuelling, 
and, in wartime, refuelling squadrons provide increased combat range 
and give greater flexibility in the selection of target routes. 

In yet another category are those flying-support units which have 
little or no relationship to the size, composition, or deployment of the 
Air Force. Assault units are provided for the airlift of troops into 
combat; therefore, their number is dictated by the Army’s stated 
requirements for such lift. Military Air Transport squadrons provide 
airlift for all three services. Both of these types of units are carried in 
this program at levels which are lower than were shown you previously. 


AIRCRAFT CONTROL AND WARNING SYSTEM 


Of increasing importance to all activities is the aircraft control and 
warning system. We must have early warning of any strikes against 
us if we, in turn, are to launch retaliatory forces before they are 
destroyed on their home bases. Warning itself is not enough. We 
must be capable of tracking the flight of the enemy bomber so accu- 
rately and of controlling the flight of our interceptors so unerringly that 
destruction of the enemy attack is possible. The basic warning net 
for the continental United States is now installed and operating. 
Extension and improvement of this net is planned. Utilization of 
the foremost techniques as they are developed will give the strategic 
and air defense forces based in the United States the capability of 
timely, efficient operation. 


ENGINEER AVIATION BATTALIONS 


Engineer aviation battalions, previously carried as a part of the 
Army, program, are now to be transferred to the Air Force. Uninter- 
rupted Air Force operations are dependent upon the installations con- 
structed and maintained by these units. 

The major and supporting forces can be increased in emergency 
by comparable units in the Reserve forces. The objectives in this 
program remain unchanged, with a goal of 27 wings for the Air Na- 
tional Guard and 30 wings for the Air Reserve. These units represent 
an important portion of Air Force capabilities in the event of war. 


44991 
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WING BUILDUP 


The phased buildup of major forces to 137 wings by end fiscal year 
1957 includes the goal of equipping these wings with modern aircraft. 
Ve say an aireraft is modern if it is capable of performing its assigned 
mission. It ceases to be modern when known improvements in the 
enemy forces make mission performance impossible, It also ceases to 
be modern when our scientific advances can provide an airplane with a 
significant increase in the certainty of mission performance. In 
emergency, we would not hesitate to launch obsolete defensive fighters 
against modern enemy bombers, so long as there was any remote 
chance of bringing down any of the attacking force. There would be 
no point, however, in retaining a fighter so obsolete that it could not 
climb to the altitude of the enemy bomber. In the same emergency, 
we would not hesitate to mount offensive strikes in face of the certain 
knowledge that only a small percentage of our bombers would return. 
But there would be little gained by sacrificing our crews if the bombers 
they fly cannot live in enemy territory long enough to reach the target. 

As an example, the B-52' will provide a marked increase in the cer- 
tainty of delivery of bombs on target. This increase in our own scien- 
tifie capability has necessitated an acceleration of B-52 procurement. 
regardless of the age of the B-36. The opponent is capable and we 

assume he is our technical equal, as was evidenced by our meeting the 
MIG-15 in Korea. 

A modern Air Force with modern aircraft is an expensive business 
which pays no cash dividends, but pays intangible dividends as a deter- 
rent to war and in our capability to retaliate in case of war. 

[n our attempts to get ever better aircraft, we strive also for effi- 
ciency and low production costs. Initial production is held to & mini- 
mum rate, until testing discloses whether changes must be made. 
This simplifies production and we get aircraft faster in the long run. 

We do not scrap our older aircraft as they are replaced with new 
models. Many of the aircraft now in our operating units will go to 
the Reserve forces. The Air National Guard and Air Reserve wings 

will receive more modern planes under this program than previously 
planned. In fiscal year 1955, 68 percent of the assigned tactical 
aircraft of the Air National Guard will be jets. By end fiscal year 
1957, this percentage will be 92. 
> At end fiscal year 1955. the flying units of the Air Reserve will have 
approximately 50 percent of authorized aircraft, except for the fighter 
bomber units, which wil] have only one-third. By end fiscal year 1957, 
Air Reserve wings will have two-thirds of the authorized aircraft, 
except for the two tactical reconnaissance wings, which will] have 100 
percent of their airplanes, 60 percent of which will be jet. 


PROCUREMENT PROGRAM 


In our procurement Program, we are careful to schedule deliveries 
of aircraft to units as they are ready to maintain and operate them. 
Production flow is balanced, also, to maintain a level load on indus- 
trial facilities. A relatively constant level of production in the aircraft 
industry makes possible the retention and development of manufac- 
turing skills which are among our greatest assets. 
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Another major procurement program provides the reserve stocks 
necessary to operate the forces during the initial days of war. War- 
time operating rates of all air forces will be at a much higher tempo 
than during peacetime. Normal reserves of gasoline, ammunition, 
bombs, tip tanks, and other combat essentials would be depleted in a 
very short time. Production of such items, geared to peacetime 
operating rates, could not be accelerated sufficiently to meet the 
consumption rate. If we do not provide a cushion of available reserves 
during peacetime, we will be forced to curtail operations during the 
critical early phases of war. We believe this cushion should be sufli- 
cient to maintain accelerated wartime operations until the time that 
increasing production equals combat consumption. 

In accordance with the policy that D-day is unpredictable, we do 
not propose to procure 100 percent of these stocks in any 1 year. We 
do plan a progressive annual accumulation which will eventually 
allow uninte rrupted operation of our available forces. 

Last year’s program provided for only a few months’ stocks. This 
year we propose going beyond this level. The actual procurement 
of these consumables will be in balance with the size of the growing 
force at the time of production. Of necessity we must procure each 
item in balance with the requirements of all other supplies essential 
to operation of our forces. We do not want sufficient bombs but no 
fuel, or spare parts with no tires. 


MILITARY PERSONNEL 


With regard to military personnel, we are now programing a force 
of 137 wings with all its supporting activities for less than a million 
men. We will man the Air Force with fewer personnel than previously 
planned, without reducing the number of crews projected for the com- 
bat squadrons or the maintenance personnel required to keep the 
aircraft ready to fight. The decreases in oes personnel require- 
ments can be attributed, in part, to the slower buildup of forces, but 
larger decreases were made possible by reductions in support activities 
and by substituting indigenous civilians for military personnel in 
overseas areas. 

The selection of end fiscal year 1957 as the time goal for achieving 
the full Air Force buildup reduced the size of our military personnel 
requirements. We are now planning to increase the end military 
strength to only 975,000, and we have the personnel buildup in gear 
with our activation and equipping schedules. By holding the per- 
sonnel buildup to a lower rate, we make major savings in the formal 
training system—indoctrination, technical and pilot training—because 
we maintain a lower student load, fewer instructors, fewer bases and 
lower overhead. 

PILOT TRAINING 


Pilot training is an excellent example of the personnel savings which 
result from the slower buildup of forces. ‘The difference in the num- 
ber of people needed for the 12,000 yearly pilot rate and the 7,800 rate 
associated with the 137-wing program is 36,000 military and civilian. 

In the supporting elements of the force, we have made careful 
examinations of workloads and have found it possible to establish 
new factors to determine personnel requirements. By actually 
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counting the numbers of meals served and computing our food service 
personnel requirements against this figure, rather than against the 
numbers of people to be fed, we have been able to make reductions 
in the personnel of over 8,000. The application of comparable 
workload principles in the motor vehicle operation area made possible 
a reduction of over 9,000. In Air Police and in Headquarters per- 
sonnel, additional reductions have been made. As we continue our 
scrutiny of all functional areas, we will make additional savings. 


PROJECT NATIVE SON 


The most lucrative action in reducing military personnel require- 
ments was a project we call Native Son. At overseas locations we 
are hiring indigenous labor to do work formerly done by military 
personnel, We save not only the man replaced but the manpower 
required to recruit, train and support him overseas 


TRAINING PROGRAMS 


Of extreme importance to the Air Force are the formal training 
programs. Basic or indoctrination training will reach peak loads 
during fiscal year 1955 and fiscal year 1956 because new personnel 
accepted into the Air Force during Korean hostilities will be eligible 
for discharge. Many will not choose the Air Force as a career, “and 
must be re plac ed with personnel possessing few, if any, of the critical 
skills we require. It is anticipated that we will need to re place over 
200,000 personnel in each of these years to offset our anticipated losses. 
The high basic training load of over 30,000 in these 2 years will then 
decrease to approximately 20,000. 

In contrast to this fluctuating load, we are projecting a constant 
level in technical training of about 55,000, which is below our require- 
ments of about 70,000. The difference must be trained within the 
major commands by on-the-job training. 

The pilot training rate will remain at a constant production of 
7,800 annually, which will by the end fiscal year 1957 furnish sufficient 
pilots for the 127-wing program and will meet the crew ratios for the 
aircraft of the wings. 

The flying hour program represents a major portion of Air Force 
expenditures. We are now operating the forces at flying rates which 
approximate 70 percent of the hours required to meet the standards of 
air crew proficiency set forth in Air Force publications. This flying 
activity rate does not apply to the training given our student pilots, 
who get 100 percent of the number of hours required to produce a 
competent pilot. Our feeling that 70 percent is too low is shared by 
major Air Force commanders, who bombard Air Force Headquarters 
with repeated requests for additional flying hours. We have included 
in this budget request sufficient funds to increase flying activities to 
80 percent of requirements, 

The provision of sufficient flying hours for operational training is 
of extreme importance during the next 2 years, since our tactical 
units will be adjusting to the operation of newer and more complicated 
aircraft in which pilots, bombardiers, and navigators must qualify 
themselves if they are to perform their functions efficiently and safely. 
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The Air Force program is progressing. We are continuing to form 
new wings, build new fields, and receive new aircraft. There will, of 
course, be delays and interruptions in our progress which we cannot 
foresee, such as tornadoes or strikes, but, with a certain amount of 
luck and much hard work, we will be able to achieve by the end of 
fiscal year 1957 the 137 wings, trained and equipped with modern 
aircraft. 

Senator FerGuson. Who is next? 


STATEMENT OF MAJ. GEN. MANUEL J. ASENSIO, DIRECTOR OF 
THE BUDGET, DEPUTY CHIEF OF STAFF, COMPTROLLER 


MANAGEMENT EFFORTS 


General Asensio. [ am the next witness, Mr. Chairman. My 
purpose is to emphasize in addition to the statement which I shall 
read into the record the fact that all of our requirements eventually 
expressed in dollars stem from the program which was shown you 
off the record by General Picher. 

If it were not for this relationship we would not have the require- 
ment, 

Some of the associations between the program and the ultimate 
requirement are relatively indirect. Some of them are almost im- 
mediately apparent, but this is the basis for our requirements. 

I should like to e mphasize also that we feel that we are progressively 
doing a better job of management in the Air Force. We are very 
proud of the fact that we are making application of funds pre ‘viously 
provided, for fiscal 1955, although this is not new, we have done the 
same thing before. 

Our efforts toward management in the annual appropriations result 
in our current estimate that we will return without having used the 
money, $202,600,000. 

We think that we are demonstrating our capability for managing, 
and we ask that we not be deprived of the capability for managing 
through efforts to legislate management. 

We feel that management itself should conform to any legislative 
requirement, but we feel that one of the things incumbent upon us 
when funds are appropriated for the purposes s of obtaining the forces 
and phasing as we have shown is to give an account of our stewardship. 

If that account is not good, then we feel we certainly are to blame, 
but we intend to carry through and show you that in stewardship 
nobody could improve. 


PREPARED STATEMENT 


I should like at this time to read my prepared statement. 

Mr. Chairman and members of the committee, Mr. White has dealt 
with some of the management features of the operations of the Depart- 
ment of the Air Force and General Picher has acquainted you with 
the basic elements of the Air Force program and objectives for the 
immediate future. It is my purpose now to bring out particular 
points associated mainly with our financial activities and then to 
discuss highlights by way of introduction to the several appropriations 
included in the Air Force estimates. 
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First and foremost, it is emphasized that the program which has 
been presented to you, with its forces, strengths, and phasing, forms 
the basis for our requirements. Every need for materiel, for person- 
nel, for installations, and for activity rates derives from this central 
determinant. The justifications which we present in detail each time 
we appear before you represent a painstaking effort to show in no 
uncertain terms exactly why the speeific requirements—no more, no 
less—are necessary during a particular funding period for the attain- 
ment of program objectives. 

The development of our estimates and the conduct of our operations 
constitute challenges which the Air Force acknowledges and accepts. 
We are challenged as managers and we are challenged as demon- 
strators. Neither field is static. We are constantly seeking new ways 
to operate more economically and to be more precise and convincing 
in proving to others why our needs are what they are. The very 
volume of activity and the magnitude of dollar requirements serve to 
outline the size of our task. 

These factors, together with the recognition that management is 
inherent in command, emphasize that delegation and decentralization 
are inevitable and that we should seek the simplest system of reporting 
and controls always with the objective of securing greatest performance 
at least cost. At each level the mission must be paramount, but 
every commander must seek the most economical attainment of 
results. We are constantly examining procedures and systems which 
have been applied in civilian industry and at the present time are 
engaged in extending our efforts toward establishment of an account- 
ing system which will furnish information to aid in the conduct of 
our business. We are concentrating particularly on the inventory 
areas where additional information must be developed in understand- 
able form. We are also lookimg into a financial accounting system 
designed to make available historical data relative to actual expenses 
of operations with a view to its added use in the evaluation of appro- 
priation requests. Even though additional personnel would be 
required for this program, we should not hesitate to provide them if 
the results to be attained would afford the advantages that we 
anticipate. 

AIDS TO MANAGEMENT 


In addition to these long-range improvements that we are investi- 
gating, we seek improvements of our existing aids to management and 
feel that we are making constant progress in this area. Secretary 
White has indicated some of the particulars in this respect. Others 
will be delineated by following witnesses. In our review of require- 
ments for new obligating authority for fiscal year 1955, we have also 
reviewed our past programs and the application of appropriations of 
prior years. We have thus found it possible to appear before you 
with program requirements against which we have applied $1. ‘905 
billion of obligational authority already in hand to reduce our require- 
ments to $11.084 billion. This does not represent our total requests 
for fiscal vear 1955 since requirements under the appropriation for 
acquisition and construction of real property will follow at a later date. 
The submission of that appropriation request must await action on 
the necessary public works authorization from which the require- 
ments for new obligational authority will in large measure be derived. 
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has For the 8 appropriations presented for consideration at this time, the 
rms total program to be justified amounts to $12,988,834,900 requiring 
s0n- new obligational authority in the amount of $11,083,834,900. With 
tral respect to the individual appropriations, the following remarks are 
ime pertinent: 
no AIRCRAFT AND RELATED PROCUREMENT 
, no is ; Bayipis it, 
read The new obligating authority requested in this appropriation is 
$2,760 million. This amount when added to $1,645 million to be made 
ions available from funds appropriated in fiscal year 1954 and prior years 
pts. will provide a total of $4,405 million required to finance the fiscal yea 
on- 1955 program. As a result of various reprograming actions the 
ore aircraft procurement program has been revised so as to agree with the 
‘ing present force objectives of the 137-wing program to be achieved by end 
ert of fiscal year 1957. 
» to A later witness will explain the policies and some of the actions 
which have enabled the Air Force to satisfy better than 35 percent of 
E te the requirements of the fiscal year 1955 for obligating authority 
Ses through application of authority made available in prior years. 
ino Efforts toward refinements and economies to enable further action in 
eine this regard will continue. It would be too much to expect, however, 
- with the relatively stable program which we now envision, that future 
of adjustments could be of such major degree. 
‘ich 
hare MAJOR PROCUREMENT OTHER THAN AIRCRAFT 
a The bulk of the requirements in this appropriation is again repre- 
in sented by electronics and communication equipment, and ammunition. 
ad In addition, the procurement of organizational, training, and support- 
wl ing equipment must be kept in phase with the growth in units and 
mo numbers of bases and with the production of aircraft. The program 
Sais for fiscal year 1955, as conditioned to feasibility of procurement, will 
co require obligational authority of $995 million, of which $260 million 
if is estimated to become available from appropriations of prior years, 


ol leaving a requirement for new obligating authority of $735 million. 
Mr. White indicated that the Air Force had this year taken the 
unusual action of reducing requests for appropriations for certain 
procurement programs on the basis of doubt of capability to obligate. 
This will necessitate an extremely close control since no single item 


“ has yet been identified as not procurable and since actions toward 

wy procurement cannot be initiated without obligating authority to cover. 

om It may well develop that the Air Force has been too restrictive in the 

= application of this principle. In that case modification would be in 

ian order in subsequent years. 

of 

nas MAINTENANCE AND OPERATIONS 

105 tae : : : 

In the appropriation for maintenance and operations the continued 

i growth and activity of the Air Force are reflected. There is some 

‘oe influence, too, caused by growing support requirements for the USAF 
: Reserve, whic hi is being built up again after its participation in Korea. 

c The contract operation of airlift across the Pacific has been phased 

a out and arbitrary risks have been assumed so that total requirements 


could be held to the minimum. On the other hand new aircraft have 
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been received in increasing numbers, installations are being added, 
materiel reserves must be increased, and requirements for pay of 
civilians will go up. A larger force means more flying hours, more 
modern aircraft unfortunately mean increased expense of operation 
and maintenance, additional bases mean new civilian complements, 
and such projects as Native Son, while more economical overall, place 
an added requirement on this appropriation, 


MILITARY PERSONNEL 


In fiscal year 1955 there will be the first heavy participation of 
graduates of the Air Force Reserve Officers Training Corps in flying 
training. Coupled with an increase in the flying training rate and an 
increase in total numbers of officers, this will generate higher require- 
ments for pay and allowances for officers. Fiscal year 1955 will also be 
a year of heavy turnover in airmen, because of the expiration of those 
4-year enlistments which occurred in large numbers following the 
initiation of hostilities in Korea. These factors, basically, are re- 
sponsible for the increase in obligating authority requested. 


RESEARCH AND DEVELOPMENT 


The research and development effort for fiscal year 1955 is being 
held at approximately the same level as for fiscal year 1954. Many of 
the undertakings financed under this appropriation are continuing 
projects which must be incrementally financed. Under these circum- 
stances only a major breakthrough in a new technological area or 
special impetus deriving from impending hostilities could be expected 
to produce large fluctuations in requirements. 


RESERVE PERSONNEL 


The increased request for fiscal year 1955 derives primarily from 
a combination of 2-factors, the projected expansion of paid strength 
from 22,400 to 35,500 and th -onversion from a 2-year to a l-year 
appropriation. This is the first ; »r in which there has been no resid- 
ual amount from prior years to apply against the program since the 
conversion was effective with fiscal year 1954. Only the personnel 
costs for the activities of the United States Air Force Reserve and Air 
Force Reserve Officer Training Corps are indicated here. These 
include pay and allowances, travel, subsistence, and clothing. Opera- 
ting costs are included in the maintenance and operations appropria- 
tion. Secretary White has indicated that the progress which we have 
recently experienced has exceeded expectations and has outlined to 
you the need for unusual action to accomodate. We need at least 
the authority to proceed at a rate which would ultimately lead to a 
deficiency in this appropriation. Failing this, we would have no 
recourse but to cut back the program. 


AIR NATIONAL GUARD 


The fiscal year 1955 program reflects continued progress in the 
reconstitution of the Air National Guard as well as increased use of jet 
aircraft. An increase of personnel strength of approximately 30 
percent is projected. 
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CONTINGENCIES 


Despite the projected growth of the Air Force, the amount requested 
for the fiscal year 1955 has been materially decreased from the same 
level of obligating authority for last year. 


OBLIGATIONS AND EXPENDITURES 


At the beginning of my presentation I explained that all require- 
ments of the Air Force derived from the approved program. The 
program is translated into services and items and ultimately into 
dollars. The lead times are considered and determination is made as 
to the period when obligations will be incurred. If this falls within 
the fiscal period for which we seek appropriations it becomes part of 
the request for that particular fiscal year. The appropriation request 
then indicates the best estimate as to what obligating authority will 
be required in a future operating period. 

As we enter the operating year all of the conditions previously 
envisioned will not materialize. We shall find, for instance, that a 
development project has not reached the production stage as had 
been anticipated, or, perhaps, that another means can be found to 
accomplish the intended purpose at less cost. We must then make 
the necessary adjustment as we proceed. In fiscal year 1954 we now 
estimate that we shall be able to forego the use of some $203 million 
in annual appropriations available for obligation in that year. In 
fiscal year 1955 we confidently expect also to make savings but exactly 
when and exactly where we cannot now tell. 

In appropriations of continuing availability we have a comparable 
experience. We now know that, in addition to the funds that have 
been freed through changes in requirements and consequently may 
be applied against our operating program for fiscal year 1955, we shall 
carry over other unobligated funds which represent not a reduction 
in requirements, but a failure to attain in point of time the state of 
obligation that we had anticipated. These amounts are still definitely 
applied toward the same requirements and do not therefore indicate 
a savings or an availability for any other use. Our latest estimate 
indicates that as of June 30, 1954, some $2.150 billion will be included 
in this category. 

UNEXPENDED BALANCES 


In expenditures we find a reflection of deliveries or completions 
where lead times are involved. Following the years of major expan- 
sion of aircraft procurement we expect a progressive reduction in the 
unexpended balances remaining. ‘The chronological reflection is given 
in the following table: 


Unexpended carryover into fiscal year 1951_________- . $38, 822, 984, 805 


Unexpended carryover into fiscal year 1952 Bet 13, 335, 324, 464 
Unexpended carryover into fiscal year 1953 - am 855, 989, 296 


Unexpended carryover into fiscal year 1954. _- 8, 067, 809, 952 
Unexpended carryover into fiscal year 1955 (estimated) _ _ __ 23, 628, 393, 792 
Unexpended carryover into fiscal year 1956 (estimated) ______ ! 18, 341, 602, 877 


! Will be increased by such amount as is eventually appropriated for public works. 

This indicates that the initial heavy requirement for increase in 
units and for modernization has been supplanted by a lesser followon 
requirement. It also indicates a progressive liquidation of obligations 
incurred in prior periods. 
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DEPARTMENT OF THE ArR ForRcE 


New obligating authority enacted by the Congress for the fiscal years 1953 and 1954, 
and estimates submitted for fiscal year 1955 


{In thousands of dollars] 
Submitted House Restora- 


fiscal year | committee | tions re- 
1955 action quested 


| Requested 


of Senate 


Fiscal vear | Fiscal vear 


Appropriatior 1953 1954 


a (2 3) (4 (5) (6) 


Aircraft and related procure- 

ment $11, , 000 | $3, 495, 000 
Major procurement other than } 

sircralt , 000 600, 000 $60, 636 $60, 636 3 
Maintenance and operations ' 3, 600, 000 3, 155, 000 3, 555, — 252, 208 174, 483 | 3, f 
Military personne] 2 3, 200, 000 3, 285, 000 3, 43, 296 | 7,856 | 3,36 
Research and development 525, 000 440, 000 q —21, 550 21, 550 
Reserve personnel 26, 196 14, 900 28 
Air National Guard , 000 147, 100 
Contingencies 30, 787 31, 000 31. —3, 000 


Total 19, 387, 983 , 168, 000 , 200, — 380, 690 
Acquisition and construction of 
real property 1, 200, 000 240, 776 Qa 


Grand total 20, 587,983 | 11,408,776 | 11, 200, 000 — 380, 690 264,525 | 11, 083, 835 


! Includes $250 million which was transferred to the appropriation “Military personnel, Army’’ and 
$148.852 million which Was transferred to the appropriation “Military personriel, Air Force.’’ 

2 Excludes $148.852 million transferred to this account from the appropriation ‘‘Maintenance and opera- 
tions, Air Force.’’ 

§ Specific amounts of authorization and appropriations not yet determined. 


FUNDS IN ADMINISTRATIVE RESERVE 


Senator Fereuson. Mr. White testified that $1,900 million of 1954 
funds have been placed in administrative reserve. 

Did this, in your opinion, hamper the operation for the buildup of 
the Air Force? 

General Asensio. No, sir. These are funds which have been 
freed from their prior application and conseque ntly are being used to 
apply against 1955 requirements, reducing our request for new obli- 
gating authority, although our telling you about them is tantamount 
to making the request over again so that you know the uses to which 
we will put these. 

(Discussion off the record.) 

Senator ae son. How many sources of procurement do you 
have on the B—52? 

General Picuer. There is one source now, the Boeing plant in 
Seattle. There will be a second source at Wichita, Kans. 

(Discussion off the record.) 

Senator Fereuson. What do we have next? 

General Asensio. We have statements for each of the appropria- 
tions which should be taken up in order. 

I should like to follow each of those statements by pertinent parts 
of the appeals, which have been submitted, sir 

Senator Fercuson. Now let me get the Air Force spare parts study. 

General Asensio. That will come under the first of our appro- 
priations, “Aircraft and related procurement.’’ We have a statement 
on that. There was no reduction by the House in that area, sir, but 
that is the area in which we would discuss any question of spare parts. 
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AIRCRAFT AND RELATED PROCUREMENT 


STATEMENT OF BRIG. GEN. T. P. GERRITY, DIRECTOR OF PRO- 
CUREMENT AND PRODUCTION ENGINEERING, DEPUTY CHIEF 
OF STAFF, MATERIEL, HEADQUARTERS, UNITED STATES AIR 
FORCE 


Amounts available for obligation 


Actual, 1953 Estimate, 1954 


Appropriation or estimate $11, 000, 000, 000 | $3, 495, 000, 000 $2, 760, 000, 000 
rransferred to ‘“‘Operating expenses, Public Buldings 

Service, General Services Administration,’’ pursuant 

to4 U. 8. C. 490 142, 000 


Adjusted appropriation or estimate , 999, 858, 000 3, 495, 000, 000 2, 760, 000, 000 
160. 000 Prior year balance available 920, 884,708 | 2, 706, 408, 770 1, 899, 183, 000 
2" ONY Recovery of prior year obligations 11, O82, 543 1, 445, 218, 000 
7 Reimbursements from other accounts 81, 223, 471 122, 805, 040 80, 150, 000 
183, 83. 7" on -» on ‘ en oF 
, Total available for obligations 2, 013, 048, 722 7, 769, 431, 810 4, 739, 333, 000 
Balance available in subsequent year , 706, 408, 770 1, 899, 183, 000 212, 047, 000 
Obligations incurred , 306, 639, 952 5, 870, 248, 810 , 527, 286, 000 
Comparative transfer to 
“Major procurement other than aircraft, Air Force 34, 422, 026 


el ‘Maintenance and operations, Air Force” . 577, 000 1, 146, 000 
and 


opera- Total obligations - 9, 062, 952 5, $34, 680, 784 , 527, 286, 000 


Obligations by activities 


Actaal, 1953 Estimate, 1954 | Estimate, 1955 


954 


Direct Obligations 

p of Aircraft and related procurement $8, 971, 274, 982 | $5, 020, 006, 498 $3, 965, 615, 000 
Guided missiles 243, 589, 369 678, 449, 741 466, 521, 000 
Industrial mobilization _.._...- 5, 975, 130 13, 419, 505 15, 000, 000 
een 

| to Total direct obligations 9, 220, 839, 481 5. 711, 875, 7 447, 136,000 
bli- Obligations Payable Out of Reimbursements From Other 


Accounts 
unt 
ich Aircraft and related procurement 81, 223, 471 122, 805, 040 , 150, 000 


Total obligations 9, 302,062,952 5, 834, 680, 784 4, 527, 286, 000 


GENERAL STATEMENT 


General Asensio. General Gerrity has a statement on ‘Aircraft 
and related procurement.” 

Senator Fercuson. You may proceed, General Gerrity. 

General Gerrity. Mr. Chairman and members of the committee, 
in the ‘‘Aircraft and related procurement”’ appropriation area there is 
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programed for fiscal year 1955 a total of $4,405 million. Of this 
amount $1,645 million has been previously appropriated. It is excess 
to fiscal year 1954 and prior requirements and will be applied to 
financing the fiscal year 1955 program. The remaining $2,760 million 
has been requested as new obligational authority and has been ap- 
proved by the House of Representatives. 

This appropriation provides first for financing aircraft production, 
which for budget purposes is contained in three programs. They are: 
110 aircraft, complete; 120 initial aircraft component spares and spare 
parts; 130 related aircraft procurement. 

In addition, financing is provided for the following associated 
programs: 140 modification of in-service aircraft and component 
equipment; 150 guided missiles; 180 industrial mobilization; and 190 
procurement and production administration. 

With respect to aircraft produc tion, you will recall that the fiscal 
year 1954 presentation to the Congress in June of last year continued 
planned production at rates sufficient to equip the combat units of a 
143-wing force. 

NEW NATIONAL POLICY 


Since that time, the fighting in Korea has stopped; a new national 
policy of arming for the long pull has been established and the Air 
Force strength goal has been set at 137 wings to be attained by the end 
of fiscal year 1957. The effects of these events on aircraft require- 
ments have been recognized and our production programs have been 
adjusted accordingly. 

The adjusted program will meet the initial equipment and moderni- 
zation requirements of the 137-wing Air Force. We have been able 
to reduce quantities of older models in favor of more modern aircraft. 
The adjusted program is well within the capacity of industry to accom- 
plish efficiently and has therefore induced greater competition. The 
adjustments have reduced production peaks through schedule stretch- 
out and provided a better average level of activity in the industry over 
a longer period of time. 

In the calendar year 1953, the combined USAF and MDAP pro- 
duction reached the peak in terms of numbers of aircraft delivered. 
During calendar year 1954 monthly production will remain at about 
the present level. As the force is equipped, production will decline in 
calendar year 1955 and level off in 1956 at the rate necessary to sustain 
and modernize the 137-wing Air Force. The continued production 
required to maintain a modern force will be substantially higher than 
pre-Korea levels. 

ADEQUATE PRODUCTION BASE 


To maintain an adequate production base with reduced production 
programs, we have instituted the Air Force production reserve policy. 
Under this policy, we will maintain the maximum mobilization 
potential within the limits of economic feasibility. As production 
levels reduce, we will of necessity have to place certain plants in 
standby status. However, it is our objective to retain a capability 
for early reactivation of these plants through mobilization prepared- 
ness plans and contracts with industry. In other cases, where econom- 
ically feasible, we will maintain pilot lines in order to attain the fastest 
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possible buildup in the event of an emergency. We have been review- 
ing our production structure for the past several months in the light 
of the production reserve policy, and have already made certain 
adjustments such as phasing-out of multiple sources for some items 
and in some cases entering into multiple sources on the most impor- 
tant new equipment we are procuring. Planning and implementation 
under the new production reserve policy will be a continuing effort in 
the future, in order to maintain the soundest production base as we 
phase out the production of older models of equipment and phase in 
new models. 

Turning now to the fiscal year 1955 aircraft program in particular, 
it has been designed to continue modernization of the 137-wing Air 
Force. For program 110, we plan to procure the most modern air- 
craft which can be produced consistent with our plan for adequate 
testing of new models prior to quantity production for the combat 
inventory. 

The quantities programed have been determined after taking into 
account recent lead time information from aircraft and equipment 
manufacturers with respect to each model we plan to order again in 
fiscal year 1956. You will recall that last year we indicated a planned 
reduction in manufacturers’ reorder lead time from the then current 
average. Since then our forecast has been borne out by further 
experience, and we have planned the fiscal year 1955 quantity on 
further reduced reorder lead times. This reduction in lead time 
reflects increased capacity of industry, further experience on models 
continuing in production, more experienced manpower, and the elimi- 
nation of material shortages. 


INITIAL COMPONENT SPARES AND SPARE PARTS 


The amount programed for initial component spares and spare 
parts in program 120 is required basically to insure that the new 
production aircraft programed for procurement can be maintained in 
serviceable condition during the first year of operation and to provide 
a stock level of 5% months. Without concurrency of spares pro- 
duction the difficulties of spares support would be greatly compounded. 

The provision of logistical support to tactic val organizations en- 
compasses a broad and “complex field of activities. The quantities of 
individual parts and components required to maintain aircraft opera- 
tional are functions of variable parameters, such as planned utiliza- 
tion and the expected operational life between major overhaul of 
many complicated equipments installed on modern aircraft. 

During recent years the Air Force has devoted a great deal of study 
to the problems ‘of forecasting spares requirements. Procedures for 
closer control of high dollar value items have been instituted. Engine 
pipeline allowances have been shortened. An actuarial method of 
projecting engine life expectancies has been adopted. More refined 
methods of translating consumption experitnce on present models 
into percentage factors for application to the support of new and 
untried models have been developed. Substantial economies have 
already resulted from these improved procedures and our efforts 
to reduce the required investment in spares and spare parts will 
continue. 
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PROGRAMS FINANCED 


Under program 130 we finance the acquisition of industrial machin- 
ery and equipment; the procurement of aircraft components used in 
training maintenance technicians, the procurement of special main- 
tenance tools, test, and ground handling equipment for the new air- 
craft; preproduction and start-up costs for aircraft and aeronautical 
equipments to be ordered in quantity in the future, and service test 
aeronautical equipments prior to their selection for installation in 
production aircraft. 

The heavy press program, financed from this budget program in 
prior years, has been curtailed approximately $108 million, represent- 
ing a reduction from 17 to 10 presses. This reduction contributes to 
the excess funds from prior years which lowered the new obligating 
authority requested. There has also been a reduction in the alkylate 
program by reason of greater producer interest which has enabled 
the application of approximately $13 million of the funds previously 
provided for this purpose to reduce our request for new obligating 
authority in like amount. 

Aircraft models already in service are modified to incorporate the 
latest developments and improved equipments when it becomes neces- 
sary to enhance their fighting capability or operational performance 
and the cost is not prohibitive. Such modifications are covered in 
program 140. 

They are limited to those quantities of combat aircraft which will 
remain in active service for at least 1 year after modification and to 
those quantities of noncombat aircraft that will have an active life 


of at least 2 years after modification. 


GUIDED MISSILES 


Program 150 provides for guided missiles, spares, tools, and aux- 
iliary equipment. In view of the security necessary on this program, 
I must limit the scope of the statement for the record. I believe it 
is important, however, to highlight the fact that we are emphasizing 
development and testing in this area and are limiting production to 
those missiles, such as the Matador, which have completed their de- 
velopment phase. Since our presentation last year an intensive re- 
view of this program has been made with the result that both the 
fiscal year 1953 and 1954 programs were reduced by deferring the 
production phase of certain missiles until demonstrated development 
progress warrants higher volume production. 


INDUSTRIAL MOBILIZATION 


Program 180 covers industrial mobilization measures. Over 80 per- 
cent of the funds required in fiscal year 1955 will be used to maintain 
Government-owned resegve industrial facilities and to maintain the 
reserve of industrial machine tools and production equipment. The 
remainder will finance industry preparedness planning and adminis- 
tration. As you know, it is essential for the Air Force to have an 
adequate industrial mobilization plan in being to meet military re- 
quirements in the event of an emergency. The importance of this 
planning is increasing as the active production base decreases to that 
required to sustain our 137-wing force. 
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PAY OF CIVILIAN PERSONNEL AND OPERATING COSTS 


Program 190 provides for pay of civilian personnel and operating 
costs required for procurement, production, contract audit, contract 
administration, and quality control services. We have been able to 
project a reduction of man-years in this area from 12,760 based on 
prior years experience to 11,663. These reductions in manpower are 
attainable because of reorganizations involving consolidation of ad- 
ministration and support functions, increased application of quality 
control surveillance and statistical sampling, resulting in an increase 
in output per quent y control employee, and recent experience at- 
tained in fiscal year 1954 on number of people required in our district 
and plant represe stallion organizations to perform the administrative 
functions on existing contracts. 

In carrying out the plans covered by this entire appropriation, we 
intend to maintain a reasonable distribution of business throughout 
the aircraft industry by encouraging those contractors having the 
largest amount of business to subcontract work to the maximum 
extent economical, thereby providing other contractors with low dollar 
backlogs an opportunity to participate on a competitive basis. 

We are continuing our established policy of offering to all business 
enterprises, large and small, full opportunity to produce those items 
we require. We are encouraging aggressively the employment of 
small business concerns by prime contractors. We will use competition 
in negotiation and multiple awards wherever appropriate. We will 
take into account distressed labor areas in selecting sources or in 
phasing-out facilities. 


FINANCING OF LARGE DOLLAR REQUIREMENTS 


Senator Frerauson. With respect to aircraft and related procure- 
ment, has the Air Force taken any action to keep down the financing in 
this area of large dollar requirements? 

General Grerriry. Yes, sir. In the past year we have thoroughly 
reviwed our procurement program in consonance with the new force 
goals, 137-wing goals, and have adjusted our production program in 
conformance with those new goals. 

This has allowed us to reduce schedules and obtain better capacity 
in industry and greater efficiency. 

Reorder lead-time requirements have been a matter of continual 
study and review. The quantity of aircraft included in this fiscal year 
1955 budget was based on the minimum reorder lead time as computed 
by the manufacturers and The Air Materiel Command. The lead 
time for aircraft being reordered is lower than that needed in prior 
years. This minimum reorder lead time keeps the quantity of air- 
craft and the funding requirements for fiscal year 1955 to a minimum. 

We are continuing to refine schedules of new models in keeping with 
the conservative policy formulated last year. Under this policy, only 
low-level output is contracted for until flight testing and engineering 
changes are completed prior to entering into quantity production. 
Producing aircraft in this manner will result in more efficient quantity 
production and will hold inservice modification requirements to a 
minimum. 
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GUIDED MISSILES PROGRAM 


The guided missiles program is being managed on a basis of placing 
additional orders only after development progress has been demon- 
strated. A comprehensive review of the development program for 
fiscal year 1954 and prior was made and some production orders 
deferred pending further progress in the development and design. 
The fiscal year 1955 request takes into account this management 
policy. 

The Air Force has continued to improve its management of the 
spares program. ‘The fiscal year 1955 request gives recognition to 
those improvements. 

Senator Ferauson. What has been done to reduce the procurement 
of spares and spare parts and to manage the assets on hand? What 
have you been doing along that line? 

General Gerriry. We have General Dau here, who is prepared to 
answer questions with respect to that item. 


STATEMENT OF BRIG, GEN. FRED J. DAU, DIRECTOR OF SUPPLY 
AND SERVICES HEADQUARTERS, AIR MATERIEL COMMAND 


MANAGEMENT PROBLEMS 


General Dau. Sir, we have many facets of this management prob- 
lem. I have a complete statement on the spare parts policies and 
practices of the Air Force. 

Senator Ferauson. We have had some testimony here along that 
line. 

General Dav. Yes, sir. It is complete in the House record. 


niING REPORT 


Senator Fxrauson. Do you remember the King report? 

General Dav. Yes, sir. 

Senator Fereuson. You remember the questions that have arisen 
from time to time. I think last year we had a carryover of some 
$4,500,000 worth of these spare parts and found spare parts being 
manufactured much in excess of requirements. 

There were some statements to the effect that probably 20 percent 
of the parts they would have no use for at all. 

Now, what are we doing to eliminate that waste? 

General Dav. Sir, with regard to your first reference to Mr. King, 
he still heads what is known as our Air Force spares study group. I 
am the vice-chairman of that group for Mr. King. 

We have proceeded continuously along the line of controlling most of 
the money represented in a small number of items. 

Generally, we can for any aircraft contract, pick out 3 percent of 
various line items and control by careful management of those items 
well over 50 percent of the dollars. 

Senator Fereuson. Are you doing that? 

General Dav. Yes, sir; we are, definitely. 
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CONTROL OF PROGRAM 


Senator Ferauson. Do you feel now that you have control of these 
spares and have them so distributed that you can have a minimum 
number of spares and yet have your planes not laid up for spare parts? 

General Dav. Yes, sir; that is our goal. I think we have made 
creat strides in achieving the ultimate. 

I do think, Mr. Chairman, that there is one point that continually 
causes us some misunderstanding. We have quite an investment in 
spares that are necessary to keep our airplanes flying. Annually we 
consume or wear out a very small part of these spares. 

Obviously, for example, the highest value spare, an aircraft engine, 
never wears out. So that the engine itself will never show as con- 
sumption in these figures that you see. 

So often our reviewing agencies will take our annual so-called con- 
sumption and divide that into our total spares investment. Obvi- 
ously no conclusion can be reached therefrom. 

However, these items that do not wear out and therefore do not 
show an annual consumption are generally the high-value items. We 
are particularly careful in managing those to insure that we make 
maximum use of the ones we have and do not procure extra ones. 


ENGINE REQUIREMENTS 


Senator Ferauson. You found that your engine consumption is 
much less as far as jets are concerned than you had pre viously antic- 
ipated. That is about a year ago that you discovered that? 

General Dav. Yes, sir. 

May I suggest you mean the requirement for engines rather than 
consumption. 

Back of all the jet development I think we must recognize it is a 
new field. A year or so ago we found in the B—47 aircraft that our 
requirements were becoming too great. That was caused by several 
factors. One of them is that we had an increased engine life ex- 
pectancy. 

Senator Fercuson. I think you said your requirement was becoming 
too great. You mean your requirement of spare parts for engines? 

General Dav. No, sir; the requirement of engines themselves. 
One of the prime causes is the fact that we now obtain more time 
between overhauls. That means that we do not have to have as 
many in the pipeline being removed from the aircraft shipped back 
to the depot for overhaul and in turn shipped back to the base for use. 


CUTBACK IN PROGRAM 


Another facet of that overage in engines as formerly believed to 
be our requirements is the fact that the B-47 program itself was cut 
back. 

The third factor that affected our engine requirements was that 
our air staff found that for a lower utilization rate of that aircraft 
we could achieve the same combat proficiency. 

All three of these served to lower our requirements for aircraft 
engines and the necessary cutback action was taken. 


44991—54——_17 
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As far as the spare parts for engines, if anything, the spare parts 
per engine are probably increasing. One of the reasons we save on 
the number of e ngines is that we have done a lot of re pair work right 
at the bases without necessitating sending the engine back to the 
depot. However, in order to do that repair work at the base there is 
considerably greater usage of spare parts right on the bases. 

Of course, in any case for any particular engine our reports showing 
exactly what was used are the basis for determining the requirement. 

Senator Frerauson. | should like at this point to submit for the 
record a report prepared by one of the staff members relating to spare 
parts. 

A recent report, resulting from a briefing given by General Dau to a 
staff member, regarding the spares and spare parts program was 
written and submitted to members of this committee. These figures 
from the report are significant: 


The Air Force investment in spares and spare parts since the beginning of 
fiscal year 1951, including inventories on hend and unliquidated obligations of 
that date, totals $12,243,300,000. It is anticipated that stock on hand, including 
unliqvidated obligations at the closing of fiscal year 1954 will amount to $9,267, - 
100,000 disclosing a consumption factor of $2,976,200,000 during this period of 
time. In addition thereto, unobligated balances in the amount of $355,700,000 
will be carried into fiscal year 1955. 


In view of this information it is timely that some questions should 
be answered for the record. 

At this point we will submit the report for the record. 

(The report referred to follows:) 


Date: March 5, 1954. 

Memorandum to: Senator Styles Bridges. 
From: John J. Gaines. 

Re: Air Force spare parts study. 

Funds available to procure spare parts during the past 4 years far exceeded 
the amount of spare parts used during the period from fiscal year 1951 to fiscal 
year 1954. 

The Air Force investment in spares and spare parts since the beginning of fiscal 
year 1951, including inventories on hand and unliquidated obligations of that 
date, totals $12,243,200,000. It is anticipated that stock on hand, including 
unliquids ited ob sligs ations at the closing of fiscal year 1954 will amount ‘to $9,267,- 
100,000 disclosing a consumption factor of $2,976,200,000 during this period of 
time. In addition thereto, unobligated balances in the amount of $355,700,000 
will be carried into fiscal year 1955. 

The above figures might indicate that funds provided for spare parts during 
the period in question far exceeded the Air Force needs as evidenced by the low 
rate of consumption. Furthermore, it would again appear that the anticipated 
inventory as of the closing of fiscal year 1954 is in excess of three times the entire 
consumption rate for a 4-year period which included the Korean war. 

It must be realized that undoubtedly much of the inventory consists of obsolete 
and excess stocks 

The Air Force at this time cannot report the dollar value of excess and surplus. 
According to General Dau, a dollar value inventory system is now being developed. 
A report will be available within 6 to 9 months which will reveal the amount in 
dollars of all excess and obsolete spares and spare parts. This will be accomplished 
when the inventory system is adequate. 

The Air Force covers the subject in its attached report on page 7, item (F). 

It would seem that the following facts and figures substantiate the above 
statement. 

The total amount of spares and spare parts consumed during the period from 
fiscal year 1951 to fiscal year 1954 was $2,976 million. 

The figures suggest that the Air Force consumed spare parts valued at $744,- 
mr pipe each year during the 4-year period, while an average of $3,169,750,000 

vas available annually during that period. 
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1955 estimates for spares 


P-Se sk onek assed nannee bene’ iis hc ccmretoaaniniek Sbinietas de cts taal oneal $175, 900, 000 
Poi ivbetass sshcacdacewhan Leccceneteceneceenns Side age ecae ee icin 18, 960, 000 
POR Niner de cicceinna as Rina Paste Si «oamehe a odede xi 400, 000, 000 
PG baa hs nnd annwonate pia nda picueatied 9, 700, 000 


Appropriations available for spares since July 1, 1950 


{Millions of dollars] 


Fiscal year | P-120 | Pp-t4l P-4i1 p-414 Subtotal 
1951 3, 060. 0 28.7 576. 6 
1952 2, 470. 6 19.5 697. 5 
1953 1, 563.9 21.6 402.5 
1954 672.0 19.0 238. 8 7.7 


Total 


4. SPARE PARTS STATUS AS OF JULY 1, 1950 


Dollar accounting records are not available as of July 1, 1950. The useful 
existing inventory as of July 1, 1950, developed from available records and factors 


is shown below: 
[Millions of dollars} 


Inventory (July 1, 1950 P-120 P-141 P-411 P-414 Subtotal Total 


A. On hand 
B. Unliquidated obligations 601, 2 | 16.3 121.5 739.9 
C. Unobligated_- 6.4 | 10.2 16.6 


B. APPROPRIATIONS AVAILABLE FOR SPARES SINCE JULY 1, 1950 


{Millions of dollars] 


Fiscal year | P-120 P-141 P-411 P-414 | Subtotal 
1951 f 3, 060. 0 28. 7 576. 6 
1952 19.5 697. 5 
1953 21.6 402. 5 
1954 19.0 238. 8 7.7 
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c. (1) METHOD OF PLACING CONTRACT AND THE CREATION OF OBLIGATIONS 


Initial 


Aircraft: New: When contracts for new aircraft are placed, only those funds 
required to cover the contractors long-lead-time items for the first 6 months life 
of the contract are obligated. Each 6 months thereafter, the amount of such 
funds definitized into items, quantities, and cost are assessed and additional funds 
obligated for the sueceeding 6 months. This continues until the engineering of 


the aircraft is completed and all spares selected 


Follow-on: When contracts are placed for aircraft that have previously been 
procured and therefore the engineering has been completed, a definitized list of 
spares are compiled by the Air Foree and the funds obligated at that time when 
the list of spares are furnished the contractor. At that time, additional funds, 
not to exceed 15 percent of the definitized list may also be obligated to the cori- 
tract to cover the release of new items created by engineering changes to the 


contract. 


GFAE (including engines) 


spare end item required are determined and funds obligated at that time. 


requirement of maintenance or overhaul parts for the end item is procured in the 


same manner as spares for new aircraft. 


New: When contracts for new itens of GFAE are placed, the quantity of the 
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Follow-on: When contracts for procurement of GFAE of a follow-on nature is 
placed, a definitized list of both the spare end item and spare parts is compiled 
and the funds required obligated on the contract. 


Replenishment 


Sole source: Replenishment spares (411) which are sole source (proprietor) 
are generally procured on open call contracts. Funds are obligated on thes« 
contracts only as definitized calls or orders are placed. As an alternate, procure- 
ments are made on a separate negotiated contract basis and funds obligated as 
each contract is awarded 

Other than sole source: Replenishment spares that are subject to competitiv: 
bidding are procured on that basis and funds obligated at the time the contract 
is awarded. 


C (2). Average time from date of contract until the department's lists of spare parts 
are received from the manufacturer (lead time 

Normally partial spare parts lists covering at least major assemblies are sub 
mitted by the contractor within 30 days after award of contract. Additional lists 
are then submitted progressively throughout the design phase of the aircraft. 

Current Air Force provisioning document MCP 71-649, Spare Parts Provision- 
ing Document for USAF Aeronautical and Support Equipment Contracts, pro- 
vides the contractor, in the case of new aircraft procurement, with authority to 
forecast and release to production the quantities of long lead time items which 
he recommends be procured for the initial support of the aircraft on contract 
The contractor’s forecast is based on programing data furnished with the contract 
The contractor is reauired to progressively submit to the Air Force, not later than 
21 days after such release, listings of the items and quantities so released, together 
with adequate technical data to permit screening and any necessary adjustments 
to reflect available assets and usage data. 

Therefore the lead time for the provisioning do¢umentation for long lead time 
items would be 21 davs. Documentation for items other than long lead time items 
is submitted upon completion of design drawing data. Normally such docu- 
mentation is submitted by the aircraft contractor from 6 to 9 months prior t« 
scheduled delivery of the first production aircraft. Preliminary documentation is 
required to be submitted at least 21 days prior to the date of the provisioning 
meeting to permit screening of available assets of those items not previously) 
submitted on production lists prior to provisioning action. To insure control of 
“Wi-Valu”’ items the end article depot, in coordination with the contractor, 
immediately upon award of a contract, develops a list of those items falling within 
the high cost category. This list is developed either from data accumulated on a 
comparable aircraft, or a study of the prototype article. These items are then 
subjected to review in accordance with the provisions of AMCM 65-1, Hi-Valu 
Item Control Manual, for the determination of initial support requirements. 

For follow-on contracis (or additional procurement of like articles) Air Force 
policy provides for the initial support order to be developed by the pertinent 
Air Force depots and furnished the contractor within 30 days after award of the 
contract. This initial order is developed from usage data accumulated through 
operation of the initial article with due consideration to available assets. 

In such instances, the contractor’s authority to forecast and release is limited 
to only new items originating as a result of design changes occurring subsequent 
to the furnishing of the initial order. 


C (8). Basic policies and concept of aircraft spare parts procurement 

Current Air Force policies and concepts for procurement of initial aircraft 
support anticipates active participation by the contractor in this important 
function. The following is a summary of current policies and procedures: 

(a) With the award of the contract the contractor is furnished the program 
data covering the usage, allocation, overhaul program, flying-hour program, etc., 
under which the Air Force proposes to operate the aircraft on contract. 

(b) The contractor is also furnished the provisioning policy setting forth the 
requirements for documentation, technical data (drawings), ete., which will be 
required to accomplish complete provisioning action. 

(c) Using as a basis the programing data furnished with the contract, the 
contractor is authorized to forecast and release to production those long lead 
time items which he recommends be proeured for support of the aircraft on 
contract. 

(d) Within 21 days after each release to production, the contractor will submit 
lists indicating the items and quantities so released for screening against available 
assets and current usage data. 
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e) Any substantial cancellation costs incurred by the contractor as a result 
if reduction, by the Government, in his support forecast will be absorbed by the 
rovernment. 

Policy requires the processing of the contractor’s lists within 30 days after 
elpt 

q) The contractor is obligated to prepare provisioning documentation indi- 

ting all assemblies, subassemblies, and detail parts (including those parts 
reviously submitted on production lists) used in the fabrication of the end 
urticle The contractor is responsible for scheduling the date of the provisioning 
1eeting at a date sufficiently in advance of the scheduled delivery of the first 
roduction article to insure concurrent delivery of any additional parts ordered 

iring the provisionins meeting 
The contractor is authorized to forecast and release support requirements 


for new items oricinating subsequent to the provisioning meeting in the same 


' 
ianner as for initial requirements 
i) Policy requires the concurrent delivery of initial supporting spares. 


D. DOLLAR VALUE OF SPARE PARTS ON HAND AS OF LATEST DATI 


The dollar value of spare parts estimated to be on hand’as of June 30, 1954, are 


is follows: 
{Millions of dollars] 


P-120 “ *—411 P-414 Subtotal 


On hand 4, 646.8 
Unliquidated obligations... 4, 620.3 


Unobligated 5 ) ) 55. 7 


Total 8 


USES SINCE JULY 1, 1950 (CONSUMPTION) 


[Millions of dollars} 


| Fiscal year | Fiscal ye Fiscal year | Fiscal year 


1951 1952 1953 1954 Subtotal 


1. Consumption 344. 5 504. 3 496, 2 654. 2 1, 900. : 

. Disposal (engines 114.0 153.0 267 
Reimbursement sales 5. i 33. 1 35. 0 113. 3 

Other losses < 260. 3 148.3 73. 6 


Total 


The above tabulation of losses cannot be considered alone, but must be related 
to other requirements, such as stock levels and repair pipelines, readiness reserves, 
ete. 


INVENTORY OF OBSOLETE STOCK, DOLLAR VALUE, AND SOME EXAMPLES OF 
THOSE WHICH ARE GENERATING FASTEST INTO OBSOLETE STOCKS 


Obsolete material is normally a very small portion of the total inventory and is 
rapidly processed through normal disposal actions. This type question usually 
refers to material not required for succeeding years’ operating programs. Informa- 
tion in response to the above will be furnished when it becomes available. 


G. POLICY ON ATRCRAFT SPARE PARTS SHIPPED BY AIR OR OTHER MEANS OF 
TRANSPORTATION IN RESPECT TO COST AND TIME ELEMENT 


Current Air Force policy on premium transportation applies only to criticalities, 

The potential savings in pipeline is recognized. Implementation of pipeline 
reductions by means of rapid transportation would assume that such means are 
constantly available. This assumption cannot be made at this time. 
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Quotations From StareMent OF Freperick J. Dau, BricapreR GENERAL, 
USAF, Deputy Director, Drrecrorate or Suppty aNp SERVICES, AIR 
MATERIEL COMMAND 


To: John J. Gaines. 
On: February 26, 1954, 


ATR FORCE SPARE PARTS POLICIES AND PRACTICES 


The use by review authorities of a spares percentage factor related to complete 
aircraft undoubtedlv stems from the inability to obtain anv other simple means 
for judging the magnitude of requirements for some 500,000 distinct items. * * * 
The sy:tem of continuous dollar accounting of our inventories and transactions, 
now being implemented, will assist in this respect as well as being a di.tinct aid 
to our internal management. * * * 

There policies, which we consider sound and essential to the mission of the Air 
Force, inherently result, over a period of years, in the accumulation of inventories 
which the Air Force cannot consume in its approved annual operational programs. 

It is Air Force policy to procure, insofar as possible, the aircraft spares and spare 
parts necersary to support 12 months’ operation concurrently with delivery of 
each new aircraft. 

Our objective for most of the aircraft spares area has been to achieve a stock 
level of 54% months at vear end—4 months divided between the zone of interior 
and o- errea depots and 144 months at the bases. The increasing preponderan:e of 
oversea deployment prompts many of our supplv people to question the adequacy 
of this 54% months target and it is currently being reexamined. 

In addition to these stock levels which cons’st of serviceable items ready for 
issue, there is another requirement which we refer to as the reparable pipeline. 
For most items it takes about 6 months from the time they are removed for repair 
for them to be sent to the overhaul facility and restored to a serviceable condition, 
Without quantities to take care of this pipeline period, the aircraft would be 
grounded during the time between exhaustion of stock and return of the repaired 
item. This also is a sizable investment area and one we have subjected to par- 
ticularly complex controls in our efforts to shorten the pipeline. Substantial 
shortening has been achieved for spare engines—a great deal has been accomplished 
in our “high value”’ control. * * 

Beyond this area of pure mobilization needs, however, the AF is faced with a 
most difficult determination. We must weigh the possibility of future unpre- 
dictable but vital needs against the cost of maintenance and upkeep of stored 
aircraft and materiel. Recognizing the ever-changing requirements placed on 
the Air Force through the dictates of world affairs we have been most conservative 
in our disposal criteria. * * * 

The statement shows that of the total assets considered, about $12.6 billion, 
some $9.6 billion will remain on hand as of June 30, 1954. This is the amount 
which I will discuss in my analysis. Before leaving this inventory statement, it is 
interesting to note that of this approximate $9.6 billion, roughly half will be 
available as inventory items on hand, the other half remaining at that time in 
terms of dollars, either as unliquidated obligations for items on order or as un- 
obligated funds. 


PROCUREMENT FORMULA 


Senator Fercuson. You have discussed in detail the formula, 
based on experience, used for procuring spares and spare parts. 
Based on a study made of the formula, program 120, we feel it could 
be predicated on false premises. Would you explain the formula and 
the premises on which the formula is based? 

General Dav. Your question undoubtedly has reference to initial 
airframe spares for aircraft which have never been procured. First, 
let me assure you that this is not an arbitrary formula for procure- 
ment. Rather, it is our carefully devised system for predicting in 
advance what the budget dollar requirement will be for initial spares 
for a new aircraft. Actual procurement of specific items, not known 
while we are budgeting, will ensue based on items and quantities 
recommended by the contractor and passed on by our supply, engi- 
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neering, operational, and maintenance personnel. Determination 
made for tenes purposes are made for each specific item. If we 
have no experience data on a new aircraft all we can do is look to an 
existing one with the most similar characteristics and intended use. 
This we do with great care, analyzing not only what we bought but 
how sound our purchases turned out to be. Budgeting procedures 
are necessarily less detailed than those used for buying, however, 
they have been subject to considerable study and review and are 
contended to be a sound, logical basis. Estimates are based pri- 
marily on past experience on a similar aircraft. They are predicated 
on the logical assumption that spares costs will vary approximately 
with the costs of the two complete aircraft. Spares requirements 
also will vary with the difference in the intended rates of flying and 
this variance is considered in the estimate. 


AIR TRANSPORTATION 


Senator Frerauson. I refer to a report from USAFE—Wiesbaden, 
Germany. ‘Pipeline at 150-days, system permits only 135-days’’— 
what does that mean? What effect would air transportation have 
on reducing time and need for warehousing space? Comparative 
cost? 

General Dav. As to the first part of your question, it is difficult 
to answer just what it means without specific reference to the report 
you mentioned. We have a prescribed system as to the levels to be 
maintained and the pipeline time to be calculated for requisitioning 
purposes. Presumably the report indicates something is out of 
balance. Air transportation would certainly reduce intransit time 
wherever applied and, with assured rapid delivery, would warrant re- 
duction of stocks on hand in many instances. This in turn would 
mean reduced warehousing. However, as I indicated previously, no 
real change can be accomplished without assured aerial delivery, both 
in peace and war. Details, including comparative costs, can only be 
evaluated through item-by-item consideration. 


EXCESS, SURPLUS, AND OBSOLETE SPARE PARTS 


Senator Fercuson. The dollar value of spare parts on hand as of 
June 30, 1954, is estimated to be $9,622,800,000. I think an answer 
to this question is important—will you tell the committee how much 
of the total inventory is excess, surplus, and obsolete? 

General Dav. For clarity in answering the question, the $9.6228 
billion represents the estimated assets, not just parts on hand, as of 
June 30, 1954. This total asset position as of June 30, 1954, is 
derived by taking the estimated asset position on June 30, 1950, of 
$2.8206 billion and adding to it funds appropriated from that point of 
time through fiscal year 1954 in the amount of $9.7784 billion. From 
this total of $12.5990 billion is deducted all consumption and other 
losses for the 4-year period totaling $2.9762 billion, leaving an esti- 
mated asset position on June 30, 1954, of $9.6228 billion. 

Of the $9.6228 billion, $4.6468 billion will be in actual items on 
hand. The remainder will be unliquidated obligations or unobligated 
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funds. Of this $4.6468 billion on hand, it is estimated that $1.1309 
billion will be excess to the operating program, that is our current 
program for which we are budgeting. This does not mean that the 
$1.1309 billion is truly surplus and subject to disposal. Many items 
should be retained to meet a possible mobilization need or for some 
less definite but probable use such as aid to Indochina and other 
MDAP programs. 

Based upon criteria established through the best judgment of the 
Air Force, each item is subjected to a detailed computation to deter- 
mine what quantity, if any, may be disposed of. 

As for obsolete items, a standard procedure has long been in existence 
for disposal. Quantities of obsolete items on hand at any one time 
should be negligible. 


UNOBLIGATED BALANCE 


Senator Fereuson. You have an _ unobligated balance of 
$355,700,000 to be carried into 1955. Has that figure been considered 
when you estimated the 1955 budget requirement? 

General Dav. The answer is “Yes.” It is important to note that 
initial spares money is tied directly to the aircraft program. Only in 
this way can we get concurrent delivery of the necessary spares 
support. By the same token, if there is a delay in placing an aircraft 
contract, there is a corresponding delay in obtaining spares money. 
The unobligated balance is still tied to the aircraft for which intended. 


CONSUMPTION FACTOR 


Senator Fereuson. Most significant is the fact that you only had 
a consumption factor from 1954 of $2,976,200,000. The figure sug- 
gests spares and spare parts valued at $744,500,000 each year during 
the 4-year period, while an average of $3,169,750,000 was available 
annually during that period. Those facts suggest that, first, we must 
be generating vast surpluses and, second, the request for 1955 seems 
too high. What is your comment? 

General Dav. It is extremely important to prove to the committee 
that consumption can in no way be used to judge the validity of total 
investment nor vice versa. Consumption is simply the dollar value 
of those items which have been worn out. Our necessary spares sup- 
port includes many items which do not wear out or which wear out 
only at a very low rate. To carry the consumption-investment com- 
parison to the extreme, one might consider a complete spare engine 
which does not wear out at all. Since it does not wear out, it would 
contribute to no consumption figure and hence one could rationalize 
that no spare engines were required. 

The figures you have quoted do not, in themselves, indicate the 
generation of surpluses. However, it should be made perfectly clear 
to the committee that the process of maintaining a modern Air Force 
does involve the generation of surplus spares. Again, using the spare- 
engine example, if the aircraft on which it is used phases out of the 
inventory, the spare engine becomes surplus to our immediate peace- 
time requirement, You simply cannot keep an airplane flying without 
spares; therefore, when you stop flying the airplane those spares that 
do not or have not worn out are excess unless these second-line aircraft 
are needed in the event of mobilization. 
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To further illustrate the unsoundness of using historical consump- 
tion experience to evaluate current invertories, it is pointed out that 
the consumption occurred during a period when the Air Force wing 
strength ranged from 48 aoe in fiscal year 1951 to 102 wings in 
fiscal year 1954. The bulk of the funds available, and particularly 
those in the 100 appropriation, were budgeted for and are needed to 
support the increased wing strength of 137 wings by mid-1957, which 
will result in considerable increases in conumption over any average 
of fiscal year 1951 through fiscal year 1954 experience. 


BUDGET FORMULATION 


The fiscal year 1955 budget was computed in detail based on the 
proposed Air Force program and consideration was given to all avail- 
able assets, whether in the form of physical items or dollar assets. It 
has been reviewed in detail. It represents our best estimate of the 
dollars necessary to accomplish the program. When appropriation is 
made, we will again subject each item to even more detailed computa- 
tion, taking into account latest inventory and usage data before 
actually placing procurement. 

Senator Fercuson. How do you arrive at budget estimates for 
spares and spare parts? I mean a fair estimate of needs for the 
500,000 parts you procure, 

General Dav. The preparation of a budget estimate for aircraft 
spares is indeed a mammoth undertaking. It involves a multitude 
of people at each of our depots and at higher echelons of the Air Force. 
It involves reams of programing information (both past and future), 
masses of asset and usage data, many worksheets, extensive machine 
calculations, and so forth. In essence, we collect the experience data 
on each of the 500,000-odd items comprising this estimate, derive con- 
sumption factors based upon this experience, project this experience 
against the future program, subtract all assets (stocks on hand, on 
order), and thus arrive at a net requirement which is the basis for the 
estimate. Even with a detailed 500,000-item computation, the ques- 
tion of whether the huge result is too much or too little on a judgment 
basis remains. Percentages are not good measures since both war 
and peace deployments and rates of activ ity affect them. Notwith- 
standing, our percentage of aircraft and related procurement funds 
devoted to spares has decreased. We are in the ne ighborhood of 30 
percent, probably a minimum. Commercial comparisons are hard to 
find, but informal information indicates almost the same airline per- 
centage—with a much more definite deployment and workload. With- 
out a complete review of our procedures and detailed computations, 
there appears to be no other fair estimate of our requirements. We 
shall continue to exploit the presentation of our overall position in 
dollar terms in future years, in the hope that this will help the com- 
mittee in its deliberations. 


ISSUE RATES 


Senator Ferauson. Do you have a system which will guide you as to 
which items move slowly, average and fast? 

General Dav. We have a system which gives us issue rates, rates 
of reparable returns or condemnation rates as applicable—hence ‘a 
system which shows for each item the rate at which it is consumed or 
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repaired. We do not categorize our items as to slow, medium, or 
fast but we do know for each item, just what the rate is. The Air 
Force has categorized its items as to high, medium, and low unit costs 
for similar management purposes. 


PARTS SHIPMENT 


Senator Ferauson. Have you made any determination as to ship- 
ping parts by aircraft? Is it too costly? Will such a plan reduce the 
need for warehousing? 

General Dav. The Air Force has made several studies and tests of 
shipping rates by aircraft. Habitually we have used airlift to ship 
critical items for emergency needs. Obviously if airlift shortens the 
pipeline time for items (such as engines) subject to depot overhaul, our 
total requirements would be reduced. The problem is a complex one, 
however, and no overall! solution has yet been achieved. Our materiel 
requirements we present to you are based upon both peace and war 
needs. Where pipeline time is a consideration, the transportation ele- 
ment of this pipeline must be one that is permanently assured, not 
only for peace but particularly for war. Cost aspects must be figured 
for each specification. Any reduced materiel requirement would of 
course tend to reduce our warehousing requirements. 


WAREHOUSING PROBLEM 


Senator Fercuson. Incidentally, isn’t it true that you have a 
problem of warehousing too much supplies both here in the States and 
abroad? 

General Dav. We definitely have an Air Force warehousing prob- 
lem. Warehousing available to our depot system is inadequate to 
provide the covered storage we require even after discounting the 
results of all possible efforts toward increased disposal action. The 
Secretary of Defense is cognizant of our critical position. The solu- 
tion, involving many complex management considerations, is not yet 
apparent. Management programs include the expansion of the local 
purchase concept, the direct contractor support of end items, and 
quicker refinements of the end product by requiring closer contractor 
to user relationship. 
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STATEMENT OF BRIG. GEN, F. J. DAU, DEPUTY DIRECTOR, DIREC- 
TORATE OF SUPPLY AND SERVICES, AIR MATERIEL COMMAND 


Amounts available for o 
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Masor ProcurEMENT OTHER THAN AIRCRAFT 


bligation 


| Actual, 1953 | 


Appropriation or estimate _— ied 
Pricr year balance available : | 
Recovery of prior year obligations... ; | 
Reimbursements from other accounts 





Total available for obligation 
Balance available in subsequent year: Appropriation - 


Obligations ineurred__.........- bs dine | 
Comparative transfer from 
“Aircraft and related procurement, Air Force’’___- 
“Research and development, Air Force’ 
“Goods and services paid by the Federal Republic of Ger- 
many and the Berlin Magistrat”’ | 
Comparative transfer to ‘Maintenance and operations, Air | 
Force”’ . ‘ 


Total obligations 
Obligations by actir 


Description | 


$900, 000, 000 | 
560, 274, 778 
25, 645, 418 
139, 917, 637 | 


1, 625, 837, 833 


—662, 802, 499 
| 


Estimate, 


1954 


$600, 000, 000 
662, 802, 499 
250, 144, 843 


82, 424, 000 


, 595, 371, 342 
— 275, 669, 000 


963, 035, 334 |1, 319, 702, 342 


3, 896, 000 | 
1, 823, 000 | 


—11, 448, 485 | 


34, 422, 026 


4, 113, 000 


957, 305, 849 |1, 358, 237, 368 


| 


ities 
i 
Actual, 1953 | 





Direct obligations 


Weapons and ammunition 

Ground-powered and marine equipment es | 
Electronics and communications equipment - - - 

Training equipment 

Other major equipment-_.._-... 


Total direct obligations - 
Obligations payable out of reimbursements from other accownts 
| 


Weapons and ammunition 

Ground-powered and marine equipment we 
Electronics and communications equipment... 
Training equipment 

Other major equipment 54484 


Total obligations payable out of reimbursements from 
other accounts . | 


$162, 260, 839 | $379, 252, 530 


91, 476, 395 | 
308, 093, 460 
71, 641, 378 
183, 916, 140 


817, 388, 212 


132, 874, 931 
3, 940,021 | 

1, 837. 860 

76, 076 


1, 188, 749 


ww 


139, 917, 637 | 


Total obligations - _ __- ada ....|' 957,305, 849 


GENERAL STATEMENT 


Senator Frercuson. Now, we have major procurement other than 


aircraft. 
General Dav. Yes, sir. 


Senator Fercuson. I wish you would proceed with your statement 


on this and your appeal. 


General Dav. Mr. Chairman and members of the committee, the 
appropriation “Major procurement other than aircraft’ includes funds 
required for the procurement of weapons and ammunition, ground 
powered and marine equipment, electronics and communications 
equipment, training equipment, other major equipment such as photo- 


1, 275, 813, 


Estimate, 
1954 





254, 653, 87 


76, 000, 000 | 
4, 000, 000 
2, 424, 000 


82, 424, 000 | 


1955 


1, 358, 237, 368 | 
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Estimate, 
1955 


$735, 000, 000 
275, 669, 000 


73, 709, 000 


1, 084, 378, 000 
24, 860, 000 


1, 059, 518, 000 


1, 059, 518, 000 


Estimate, 
1955 


$346, 000, 000 
71, 539, 000 
401, 108, 000 
33, 540, 000 
133, 622, 000 


985, 809, 000 





2, 790, 000 


73, 709, 000 


1, 059, 518, 000 
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graphic, test, flving field and shop equipment and requirements re- 
lated to a classified project. 

The funds required will provide for: the major items of equipment; 
the initial spares and spare parts for maintenance and overhaul of end 
items; the test equipment peculiar to the item to perform maintenance 
beyond the capability of common test equipment; and the transporta- 
tion of equipment from the factories to the Air Force. The unit costs 
included in this request are based upon either current contract costs 
or an evaluation of manufacturers latest cost quotations. 

Every item herein has been carefully examined tc assure that it is 
producible in time to require funding this year. 


TYPE OF ACTIONS TAKEN 


The type of actions taken by the Air Foree to assure minimum fund 
requirements during the budget period are as follows: 

(1) Follow-on orders for equipment, currently in production, 
which can be obtained in a relatively short time have been excluded, 
where possible. This estimate contains largely long-lead-time items 
in order not to have a large in-being inventory or short-lead-time 
items ahead of program-implementation goals. 

(2) Items for which production specifications will not be available 
during fiscal year 1955 have been excluded. 

(3) Where maximum production capacity has not been established, 
quantities of the item requested will not require production expansion. 
Acceleration of production and delivery of these items would result in 
excessive tooling and overtime costs. In other words, we are trying 
to avoid opening additional production sources, or as it is more com- 
monly known, we are avoiding “crash” programs. 


WEAPONS AND AMMUNITION PROGRAM 


The first major area is the weapons and ammunition program. It 
consists,of all weapons (excepting aircraft weapons), and conventional 
ammunition, including all types of bombs, rockets, pyrotechnics, and 
small-caliber ammunition. These munitions may be filled with ex- 
plosive, incendiary, chemical, or other type warfare agents. 

In proje ct 212 the dollars requested are divided into three categories: 
Combat items, training items, and service-test items. 

In determining the requirements for, and in phasing the procure- 
ment of ammunition items, the following have been considered: 

The rate at which conventional ammunition is expected to be 
consumed by combat units after D-day. 

(2) The rate at which industry can expand going production, or 
gain volume production from standby plants. 

(3) The average time required to move and distribute supplies to 
units in the field. 

(4) Phasing of procurement of ammunition that will insure no 
peaking of production into any one fiscal year. This is to allow us 
to maintain minimum operating production plants as far into the 
future as possible, while yet maintaining an objective percentage of 
readiness. 

Training and service-test requirements for maintaining the 
combat proficiency of the active Air Force, and for maintaining a 
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capability in consonance with the scientific advancement of newly 
developed items. 

(6) Priorities which provide appropriate emphasis where required 
to achieve, as nearly as possible, a balanced program at all times 
among the various types of combat ammunition. 


COMBAT ITEMS 


The combat items or the materiel reserve portion of this estimate is 
the major category thereof representing about 83 percent of the total 
funds requested for fiscal year 1955. The Air Force is undergoing 
almost a complete reequipping of its air fleet and in keeping stride 
with the reequipping program, it has been necessary to bring into 
being a new lineup of ammunition items. Thus the Air Force has 
in the last several years begun the procurement of these new items. 
The items requesied in this program are only a poriion of the reserve 
required to assure full use of the Air Force combat capability. 


TRAINING ITEMS 


Training items involving 14 percent of this estimate are to provide 
for the following: 

(1) Training directly associated with aircraft. This includes train- 
ing of students and crews in schools and also the maintenance of 
combat proficiency of aircrews assigned to tactical units. 

(2) Training not directly associated with aircraft. This includes 
the use of personal type weapons such as carbines or pistols as well as 
crew manned weapons, such as ground machine guns and mortars 
which are provided for airbase defense. This training is necessary for 
the personnel concerned to gain familiarity with the weapons or to 
maintain proficiency in their use, 

(3) Training on a group basis for such purposes as chemical warfare 
and airbase defense. This training is provided for the indoctrination 
of basic trainees and to maintain proficiency of personnel for duty in 
provisional defense units which are formed to provide initial defense 
of our airbases in the event of unexpected attack. 

In connection with these latter two training categories, it is Air 
Force policy to give its military personnel minimum training of this 
type and to attain a capability, although limited, to defend initially 
its airbases against an unexpected enemy attack pending arrival of 
Army units, 

Remaining items in this estimate are required for service test, about 
3 percent of this estimate. Included in this category are new or 
improved versions of ammunition items which have completed the 
research and development stage and are ready for service testing, 
either of the items themselves or of a new weapon or Weapon system. 


GROUND POWERED AND MARINE EQUIPMENT 


The next major area is program 220 “Ground powered and marine 
equipment” which covers four distinct types of equipment used by 
the Air Force, specifically, general-purpose vehicles, special-purpose 
vehicles, construction equipment and materials- handling equipment. 

First, I would like to explain briefly what each of the types of 
equipment is and how each type is used in Air Force operations. 





268 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


General-purpose vehicles are those designed primarily for the trans- 
portation of personnel and material over the road. Included in this 
estimate are truck-tractors which are used by the Air Force to tow 
such nonpowered units as aircraft refueling semitrailers, communica- 
tions equipment vans and cargo semitrailers. Also inc luded are dump 
trucks which are used by engineer aviation battalions for hauling 
gravel, sand and other bulk materials used in performing construction 
projects. The majority of vehicles in this particular estimate are of 
a military tactical type subject to use under adverse conditions which 
do not permit the use of commercial ‘off the shelf” items. It is Air 
Force policy; however, to use commercial vehicles wherever possible. 


SPECIAL-~-PURPOSE VEHICLES 


The second type of equipment in this estimate is special- -purpose 
vehicles. These vehicles are designed for a particular specific mission 
and are not normally available from standard commercial production. 
An example of this equipment is the aircraft towing tractor. These 
tractors are specifically designed to tow aircraft such as the B-47 
bomber and C-97 and C—124 cargo aircraft. They must be able to 
provide smooth acceleration to heavy loads, thus they have a torque 
converter transmission. ‘They must also be able to operate in various 
extremes of temperature and possess handling characteristics that will 
enable them to maneuver large aircraft in and out of hangars, hard 
stands and other restricted spaces. 


CONSTRUCTION EQUIPMENT 


Construction equipment in this estimate is for the use of engineer 
aviation battalions who furnish airfield construction services to the 
Air Force and for the air installations organizations who maintain 
fixed facilities. A typical item of this equipment is the crawler tractor 
equipped with a bulldozer blade. Each engineer aviation battalion 
is authorized 16 of these tractors and uses them for leveling terrain, 
pulling scrapers, graders and rollers and for piling aggregate. ‘These 
tractors are the same as those used by Army engineer troops. With 
minor exceptions they are considered commercial type items of equip- 
ment. 

MATERIALS-HANDLING EQUIPMENT 


The last type of equipment in this program is materials-handling 
equipment. Items such as fork lift trucks are in this category. This 
equipment enables one man to perform multiple duties such as loading 
and unloading box cars, transporting materials from dock to ware- 
house and stacking materials for storage. These items have wide 
usage at almost all Air Force installations. 

In this as well as in the other areas, the Air Force is continuing to 
make progress in refining not only the computational procedures but 
also our management practices, both of which have the end result of 
refining the net budget requirements. This can be demonstrated 
without lengthy presentation of the processes themselves. Essen- 
tially, we have concentrated on three major objectives. First, we 
have streamlined our equipment authorization process and our efforts 
in this regard are continuing. Simplified authorization documents, 
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reflecting consideration of maximum needs and equipment avail- 
ability, have been published for use as guides by the bases and units 
in establishing their exact requirements. Requirements are com- 
puted on the basis of actual needs by the users, within the limits of the 
authorizing documents, which have been subjected to stringent 
review at all levels. Second, we have extended the principle of 
substitution by publishing detailed listings of a directive nature for 
use by the depots in their budgeting and buying computations as well 
as in filling requisitions. These listings tend to insure application of 
all usable assets. Third, equipment utilization review boards have 
been established in each command headquarters for the review of 
equipment requirements and for policing the actual utilization of 
equipment on hand. Reduced requirements brought about by the 
review boards and field surveys have been reflected in these estimates 
and we have even gone so far as to incorporate reductions in many 
instances before field surveys have been initiated. In so doing we 
have assumed a recognized risk inasmuch as we have extended the 
findings of a purely local det termination, which might well apply only 
to a single set of conditions, to cover total Air Force requirements. 
This risk, we have felt, could be assumed in the interest of procuring 
only minimum quantities pending specific determination with respect 
to each command and activity. 

The Air Force does not maintain supporting stock levels of the items 
of equipment contained in this program, therefore, the requested 
funds are for the purpose of equipping new bases and units, replace- 
ment requirements, and materiel reserve requirements. 


ELECTRONICS, COMMUNICATIONS PROGRAM 


The next major area is the electronics, communications program 
230, without which modern airpower cannot be successfully employed. 
It has as its prime objectives: 

(1) To provide the electronic equipment for the defense of the 
United States and its approaches, and for defense of our forces wher- 
ever deployed; 

(2) ‘lo provide modern radar and other electronic equipment for 
me, aa of our tactical air operations; 

To develop an increased capability for electronic warfare; 

(4) To insure an all-weather operating capability by providing the 
essential modern navigational aids; and 

(5) To establish a secure and effective command communications 
system for the control of the Air Force combat and logistical opera- 
tions. 

AIRBORNE RETROFIT 


Airborne retrofit of identification equipment (1FF) is provided for 
aircraft which will remain in the active inventory for at least 1 year 
after retrofit; communication equipment and navigational aids are 
provided for aircraft which will remain in the active inventory at 
least 2 years after retrofit. The shorter period for IFF retrofit has 
been established to make possible the identification of the maximum 
number of aircraft by electronic means, one of the essential operations 
in eflective air defense. 
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In addition, we are requesting funds to continue the equipping of the 
USAF Strategic Communications System. This program has been 
thoroughly coordinated with the Joint Communications-Electronics 
Committee of the JCS and is in consonance with the directives and 
pone ies prescribed by that committee relative to joint service-use of 
facilities as weli as joint occupancy and operation of facilities. Fur- 
ther, as we progress in our continuing liaison with the other services, 
under the guidance of the Joint ¢ ‘ommunications-Electronics Com- 
mittee, more efficient and more economical systems operations will 
result. 

NAVIGATIONAL AIDS 


The navigational aids, for which funds are requested, are necessary 
to provide the Air Force with an all-weather flying capability. The 
equipments include automatic direction finders, radar beacons, and 
other ground and airborne navigational aids required to permit 
achievement of Air Force objectives in that field. All equipments 
included in this program which are for instaliation in new stations, 
either sole USAF or joint civil-USAF use on or along commercial 
airwavs have been coordinated with the Civil Aeronautics Adminis- 
tration and the Department of Navy to avoid any possible duplication 


rACTICAL ELECTRONICS 


Within the area of tactical electronics, we are continuing the neces- 
sary provisioning of ground radar and communications eae for 
our aircraft control and warning units which are necessary for the 
defense system of the United States and its approaches, and for tactical 
control groups associated with the ground support of our forces wher- 
ever deployed. 

In addition, we are requesting funds for the procurement of elec- 
tronics countermeasures systems which are requisite in support of 
both offensive and defensive operations of the Aur Force. The funds 
requested will, in addition to providing a portion of the required 
capability, permit the Air Force to keep abreast of the increasing 
technological advances made in this rapidly changing field. 


TRAINING EQUIPMENT 


eas op 250 provides for major items of training equipment re- 
quired to train personnel in maintenance and operation of aircraft; 
equipment installed in the aircraft, and ground equipment supporting 
airborne operations. 

This equipment includes the following types of devices which pro- 
vide realistic training situations in the most economical and efficient 
manner: 

(1) Mobile training units which are operating displays of the me- 
chanical, electrical, hydraulic, navigation, armament, and survival 
systems in new airplanes for training the crews in their use and main- 
tenance. 

2) Simulators for teaching, rehearsing, and testing aircrews on 
how to fly, and fight in bad weather with the combat aircraft and 
weapons. 
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(3) Individual trainers to accomplish necessary training for crew 
stations not included in the flight simulators, such as navigation 
trainers and gunnery trainers. 

(4) Radio controlled, jet propelled targets for use in fixed and 
flexible gunnery training. These targets provide the best means for 
training gunners of fighter and bomber aircraft in the use and opera- 
tion of the visual and radar armament equipment. 

This equipment is required for several reasons: 

(1) Through combat and training experience we have learned that 
devices are the cheapest and safest way to teach and test operators and 
maintenance people on the efficient use of our weapons and to provide 
the necessary practice to attain and maintain the required pro- 
ficiency. Our experience parallels that of the United States Navy, 
the Civil Aeronautics Administration, the commercial aircraft oper- 
ators, and our allies. 

(2) I want to emphasize the economy inherent in this investment. 
These devices permit us to train the air and ground crews in the re- 
quired procedures and methods while on the ground. This means 
that when they go aloft they can practice the fighting job rather than 
take valuable air time to learn principles and procedures. Without 
these training devices combat aircraft would have to be used to teach 
fundamentals. In addition, we use these devices as the only method 
to let a combat crew practice the more dangerous emergencies and 
battle situations. For example, engine fires, damage from enemy 
defenses and bombing hypothetical targets cannot be practiced in the 
air. 

(3) Drone targets are required because no substitute has been found 
which can equal the practice obtained by gunners in firing at a live 
moving target airplane. This repetitive training is necessary to in- 
sure that our combat crews are in a constant state of readiness. 

(4) Funds requested will provide for the continuation of an es- 
tablished training program that is necessary for the successful and 
economical completion of our mission. 


OTHER MAJOR EQUIPMENT 


Program 270 “Other major equipment,” includes complete end 
items of meteorological, radiological. biological, chemical, photo- 
graphic, test, flying tield, shop, utilities, food service, laundry and dry 
cleaning equipment. It also includes the spare parts required to 
support 1 year’s operation of these end items. 

The bases for determining requirements for the bulk of the items in 
this program are, as in other equipment areas, the allowance lists 
compiled at the unit level. The lists are subjected to detailed review 
at each command level to insure the inclusion of only those items and 
quantities essential to the mission of each particular organization. 
By applying these proven allowances to the organizational units pro- 
gramed, a sound estimate can be developed. To this basic require- 
ment it is necessary to add newly developed or adopted items, items 
needed to replace wornout equipment, and items required to support 
the materiel reserve programs. All quantities on hand and on order 
are deducted to arrive at the net requirement. 


44991—5 418 
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METEOROLOGICAL EQUIPMENT 


Meteorological equipment plays a vital part in the effectiveness of 
a modern Air Force. The role of the Air Weather Service which is the 
primary user of this equipment is an essential one in both peace and 
war. In time of war, accurate weather forecasting very often provides 
the key to suecessfully coordinated air and ground operations. Each 
weather station of our Air Weather Service, the Navy’s Aerological 
Service, and the United States Weather Bureau contributes to the 
total weather intelligence available to all pilots. The operation of this 
integrated system is closely coordinated by the Air Coordinating 
Committee on Meteorological Matters. This committee assures the 
technical competency of the system and serves to avoid duplication. 


RADIOLOGICAL, BIOLOGICAL, AND CHEMICAL EQUIPMENT 


Radiological, biological, and chemical equipment are needed to 
protect pe ‘rsonnel and supplies from agents which might be used in a 
future conflict and for use in our extensive training programs. It 
includes requirements for such defensive items as alarm warning 
devices, field sampling equipment, and equipment required to pursue 
extensive research in the fields of radiological, biological, and chemical 
defense. 

PHOTOGRAPHIC EQUIPMENT 


The photographic equipment contained in this project is vitally im- 
portant in the conduct of aerial and ground warfare, as well as in the 
Air Force technical and indoctrination training programs. Effective 
reconnaissance demands equipment capable of accurate photography 
in daylight or darkness and under adverse weather conditions. This 
equipment must also be suitable for use at altitudes and speeds com- 
mensurate with the capabilities of our modern aircraft. This estimate 
includes service-test items of airborne equipment representative of the 
latest technological developments in aerial photography. 


TEST EQUIPMENT 


Present day aircraft are rendered completely inoperative without 
adequate test equipment. The more complex our tactical equipment 
becomes, the greater the need for comprehensive and, in many cases, 
equally comple x test equipment. As an example, the most elaborately 
designed, accurate fire control or bombing navigational system is 

valueless unless the necessary test equipment to check its operational 
readiness is available in the hands of the tactical organizations. 
Ground radar equipment such as that used by our aircraft ‘control and 
warning sites also requires test equipment to calibrate, synchronize, 
and aline the various components of the system. In addition, all 
maintenance shops overhauling end items must be equipped with test 
equipment to check the completeness of the overhaul. 

Flying field and shop equipment includes such items as generators 
required to start our aircraft and “preflight’’ their electronics system, 
special hoists and dollies to handle special weapons and the various 
maintenance items such as jacks, stands, heaters, and shop equipment. 
Complete squadrons of first-line aircraft could be grounded if this type 
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equipment were not available to our organizations. The Air Force 
guided-missiles and atomic-weapons programs, as well as the new air- 
craft programs, have generated a requirement for many items of special 
handling equipment which are required at both the operational unit 
level and at overhaul points. 


UTILITIES 


Utilities, food service, laundry, and dry-cleaning equipment repre- 
sent a comparatively minor portion of this program. The items and 
quantities included in these projects will provide primarily for neces- 
sary replacement of equipment which becomes uneconomically repar- 
able during the ensuing fiscal year. 


HOUSE ACTION 


Before I conclude my general statement for the fiscal year 1955 
estimate for the appropriation ‘Major procurement other than air- 
craft,” I would like to furnish for the record a statement with respect 
to the House-approved action as it affects this area. 

The $3.6 million reduction recommended by the House Committee 
on Appropriations in the fiscal year 1955 Air Force ammunition pro- 
gram was reported as being due to an “error in the air-to-ground 
rocket re equirements computation.” There is, in fact, however, no 
error in this computation but rather a concession to priority of air- 
to-air requirements and to production capability which permits the 
procurement of only a quantity which falls short of requirements for 
the fiscal year 1955 financing period. Apparently, an adjustment 
which was made in total requirements but which did not affect the 
quantities to be ordered in fiscal year 1955 was misconstrued as being 
applicable to the requirement for new obligating authority. 

The arbitrary reduction of $57 million recommended for the ground 
powered and marine equipment area appears to be based primarily 
upon (1) a statement that actions of review board surveys had not 
been considered in the estimate; (2) that commercial availability of 
vehicles was not considered; and (3) that there were variations in 
inventory data presented. Further, that the number of items assigned 
to commands in relation to total inventory does not appear to be 
proper. 

On the contrary, however, the results of the equipment-review sur- 
veys have been reflected in this estimate in that base and unit require- 
ments are lower than those of prior years and that any overages re- 
sulting from these surveys have been applied as assets against other 
vehicle requirements in every case possible. Reference is made to 
page 324 of Department of Air Force appropriations fiscal year 1955 
hearings before the subcommittee of the Committee on Appropriations, 
House of Representatives, wherein the above was stated. 

The equipment covered by this program consists of general purpose 
vehicles (27 percent), special purpose vehicles (64 percent), construc- 
tion equipment (4 percent) and materials-handling equipment (5 
percent). The majority (over 80 percent) of the funds are requested 
for items which are not of a purely commercial nature and do, in fact, 
require additional procurement lead times. They are of a special 
design and are required to provide direct support to specific types of 
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aircraft. Procurements have been so scheduled as to permit deliveries 
in phase with the equipping of new bases and units and the addition 
of new aircraft into the Air Force. 

The statement that the small number actually assigned to com- 
mands, to date, indicates that the Air Force is “getting way ahead 
of actual needs,” is not valid. Many of these vehicles are mobiliza- 
tion reserve materiel requirements which must be on hand in the 
event of the outbreak of any hostilities, and even though commercially 
procurable, time would not permit their acquisition in emergency. 
If vehicles in this specific category were withdrawn from storage 
prior to an emergency, the operational readiness of the Air Force 
in the event of mobilization would be seriously impaired. 


VARIATIONS IN REQUIREMENTS AND ASSETS 


The statement contained in the report relative to variations in 
requirements and assets is not specific enough to permit identification 
of the data which motivated this comment. It has been assumed 
that this statement relates to the differences in procurement require- 
ments that normally occur between the time that the estimates are 
presented and justified to the Congress and the time procurement 
contracting is actually accomplished. Changes in requirements do 
occur, primarily because of changes in Air Force programs and 
organizational deployments during any particular year. This is 
always reflected in the buying RPT. tn addition, other variations 
in inventory data occur from year to year due to various programs 
which have been undertaken in the intere we" of economy and utilization. 
For example, the joint Army-Air Force vehicle-exchange program 
has reduced the inventory of general purpose World War IT tactical- 
type vehicles. In many instances, the application of assets of one 
type to the requirement of another results in changes to the overall 
vehicle inventory. 

In the event these funds were not restored, the following would 
result: 

(a) Units and bases would not be properly equipped with special- 
ized vehicular equipme nt in phase with ac tual needs for direct support 
of aircraft, in service and coming into service. 

(6) The state of ee are of Air Force units would be impaired in 
that the mobilization reserve materiel requirements which are needed 
in the event of hostilities would not be available concurrently with 
the activation and wartime deployment of organizational units. 

(c) Necessary replacement requirements could not be met, thus 
necessitating the continued use of equipment beyond economical usage 
life, with attendant excessive maintenance and parts replacement costs. 

(d) It would be necessary to withdraw equipment from required 
mobilization reserves so as to equip newly activated bases and units, 
and to effect necessary replacement. 

In view of the foregoing, it is requested that full restoration of the 
$60,636,000 be made. 
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APPEAL FROM HOUSE ACTION 


DEPARTMENT OF THE AIR Forct 
Mason PROCUREMENT OTHER THAN AIRCRAFT 


(P. 24, line 10 
1954 appropriation 
1954 revised appropriation (4 transfers 
1955 estimate 
House committee 
House floor 


(House hearings, p. 299 
The Department of the Air Force requests the following amendment: 
PROPOSED AMENDMENT 


Page 24, line 10: Strike out ‘'$674,364,000”" and insert in lieu thereof 
‘€$735,009,090"’, the estimate, and an increase of $69,636,000 over the House 
approved amount. 

EFFECT OF PROPOSED AMENDMENT 


The proposed amendment would have the effect of restoring funds which 
would provide essential items of vehicular equipments which are required to 
adequately support the aircraft and programed forces of the Air Force. In 
addition, it will permit the orderly attainment of our ultimate objectives in the 
area of ammunition. 

HOUSE COMMITTEE REPORT 


This appropriation provides for the procurement of all major items of equip- 
ment other than aircraft and spare parts. The types of equipment covered are: 
Weapons and ammunition; motor vehicles of all types and marine equipment; 


electronics and communications equipment not in aircraft; training equipment; 
and other major equipment connected with weather, photography, printing shops, 
aud food and laundry services. 


COMMITTEE RECCMMENDATIONS 


For these items the committee is recommending the appropriation of 
$674,364,009 which is $69,636,090 less than the budget estimate, but which is also 
$74,364,000 more than the amount appropriated for 1954. The amount recom- 
mended together with the estimated $282,200,000, carrvover from 1954 and prior 
years funds will provide a total available for obligation in 1955 of 956,564,000. 
The proposed application of these funds to the respective types of equipment and 
major areas of procurement rounded to the nearest hundred thousand is as 
fellows’ 

Available for obligation in fiscal year 1955 


In millions] 


Unobligated 
balance Fiscal year 
Budget program brought 1955, new 
forward, appropriation 
July 1, 1954 


Weapons and ammunition... $107 $246. 4 
Ground powered and marine equipment 20. 4.3 
Electronics and communications equipment 106. 305. 0 
Training equipment 6 33. 4 
Other major equipment 6 70.0 
Classified project - . 5 23. 9 


Total 989. | 674.4 
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To fully appreciate the relationship of this appropriation to the current Air 
Force program it is n2cessary to look at the funds available for expenditure in 
proportion to the amounts currently being spent. In other words, to look at the 
long lead time involved in most of this procurement. Expenditures for fiscal 
year 1954 are estimated to be $726 million as compared with the $3,631,600,000 
available for expenditure during the year. This will leave an unexpended balance 
at the end of fiscal year 1954 of $2,905,600,000 which together with the new 
money recommended for appropriation for fiscal 1955 will provide $3,579,964,000 
for expenditure in that and succeeding fiscal years. Expenditure rates and con- 
sequently delivery rates are going up as shown by the $1,075 million it is estimated 
will be spent in fiscal 1955. Nevertheless, without any new purchases in fiscal 
1955, the Air Force would continue to receive substantial quantities of the types 
of equipment being procured for a period of several years. 

The reductions made by the committee have been applied in two areas. The 
first is a small decrease of $3,600,000 in the amount for weapons and ammunition 
based upon an error in the air-to-ground rocket requirements computation. The 
second in the amount of $57,036,000 is for ground-powered and marine equipment. 
This will leave $16,564,000 of the amount budgeted for this program, including 
the carryover of prior years funds. While this may appear to be a somewhat 
drastic reduction, the fact of the matter is that the committee considered even 
deeper cuts for these items, but it was decided that some funds may need to be 
obligated in fiscal 1955 for a few possibly critical items. A detailed statement 
giving the itemized basis for each reduction would be too voluminous for this 
report. However, the basis for the committee’s action can be stated in a fairly 
brief manner 

As a part of the reappraisal in Air Force management, equipment utilization 
review boards have been set up in the various command headquarters for review 
of equipment requirements and for policing the actual utilization of equipment 
on band. These boards have apparently proven very effective in that startling 
numbers of equipment items have been returned from airbases as excess to 
needs. Because of the long budget cycle, this action could not be reflected in 
the present budget estimates. In many of the items of equipment, as stated in 
the budget justification, it was planned to buy up to or very near up to 100 percent 
of the maximum computed requirements for the presently planned strength of 
the Air Force. In view of the nature of this type of equipment, much of which 
is very similar to commercial equipment and therefore should not require such a 
long lead time; and in view of the small numbers of many of the items which to 
date have actually been assigned to Air Force commands, it appears to the com- 
mittee that the Air Force is getting way ahead of actual needs in this type of 
procurement. 

The committee is dissatisfied with the information presented as justification for 
such equipment requests. When the statements made regarding requirements 
and assets or inventory for 1 year are compared with those made in a previous 
year, the-variations are so great in many instances that the validity of the justi- 
fications must be questioned. In connection with subsequent requests, the com- 
mittee will expect such requests to be supported with up-to-date inventory data, 
including disposition information such as: assigned to commands, in storage, and 
held in reserve. 

JUSTIFICATION OF PROPOSED AMENDMENT 


The $3.6 million reduction recommended by the House Committee on Appro- 
priations in the fiscal year 1955 Air Force ammunition program was reported as 
being due to an “error in the air-to-ground rocket requirements computation.” 
There is, in fact, however, no error in this computation but rather a concession 
to priority of air-to-air requirements and to production capability which permits 
the procurement of only a quantity which falls short of requirements for the 
fiscal year 1955 financing period. Apparently, an adjustment which was made 
in total requirements but which did not affect the quantities to be ordered in 
fiscal year 1955 was misconstrued as being applicable to the requirement for new 
obligating authority. 

The arbitrary reduction of $57 million recommended for the ground powered 
and marine equipment area appears to be based primarily upon (1) a statement 
that actions of review board surveys had not been considered in the estimate; 
2) that commercial availability of vehicles was not considered; and (3) that 
there were variations in inventory data presented; further, that the number of 
items assigned to commands in relation to total inventory does not appear to be 
proper. 

On the contrary, however, the results of the equipment review surveys have 
been reflected in this estimate in that base and unit requirements are lower 
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than those of prior years and that any overages resulting from these surveys 
have been applied as assets against other vehicle requirements in every case 
possible. Reference is made to page 324 of Departmeit of the Air Force ap- 
propriations fiscal year 1955 hearings before the subcommittee of the Committee 
on Appropriations, House of Representatives, wherein the above was stated. 

The equipment covered by this program consists of general purpose vehicles 
(27 percent), special purpose vehicles (64 percent), construction equipment 
(4 percent), and materials handling equipment (5 percent). The majority (over 
80 percent) of the funds are requested for items which are not of a purely com- 
mercial nature and do, in fact, require additional procurement lead times. They 
are of a special design and are required to provide direct support to specific 
types of aircraft. Procurements have been so scheduled as to permit deliveries 
in phase with the equipping of new bases and units and the addition of new air- 
craft into the Air Force. 

The statement that the small number actually assigned to commands, to date, 
indicates that the Air Force is “‘getting way ahead of actual needs,’’ is not valid. 
Many of these vehicles are mobilization reserve materiel requirements which 
must be on hand in the event of the outbreak of any hostilities, and even though 
commercially procurable, time would not permit their acquisition in emergency, 
If vehicles in this specific category were withdrawn from storage prior to an 
emergency, the operational readiness of the Air Force in the event of mobiliza- 
tion would be seriously impaired. 

The statement contained in the report relative to variations in requirements 
and assets is not specific enough to permit identification of the data which mo- 
tivated this comment. It has been assumed that this statement relates to the 
differences in procurement requirements that normally occur between the time 
that the estimates are presented and justified to the Congress and the time pro- 
curement contracting is actually accomplished. Changes in requirements do 
occur, primarily because of changes in Air Force programs and organizational 
deployments during any particular year. This is always reflected in the buying 
program. In addition, other variations in inventory data occur from year to 
year due to various programs which have been undertaken in the interest of econ- 
omy and utilization. For example, the joint Army-Air Force vehicle exchange 
program has reduced the inventory of general purpose World War II tactical- 
type vehicles. In many instances, the application of assets of one type to the 
requirement of another results in changes to the overall vehicle inventory. 

In the event these funds were not restored, the following would result: 

(a) Units and bases would not be properly equipped with specialized vehicular 
equipment in phase with actual needs for direct support of aircraft, in service and 
coming into service. 

(b) The state of readiness of Air Force units would be impaired in that the 
mobilization reserve materiel requirements which are needed in the event of 
hostilities would not be available concurrently with the activation and wartime 
deployment of organizational units. 

(c) Necessary replacement requirements could not be met, thus necessitating 
the continued use of equipment beyond economical usage life, with attendant 
excessive maintenance and parts replacement costs. 

(d) It would be necessary to withdraw equipment from required mobilization 
reserves so as to equip newly activated bases and units, and to effect necessary 
replacement. 

In view of the foregoing, it is requested that full restoration of the $60,636,000 
be made. 


INVENTORY OF VEHICLES 


Senator Fereuson. Is the Air Force doing anything at all to con- 
trol or reduce its required inventory of vehicles? 

General Dav. The Air Force has an inventory control and report- 
ing system for all vehicles. This system accounts for each vehicle at 
using level and any change affecting that vehicle’s status is reported 
daily to the major air command concerned. Monthly, a statistical 
report is produced by the AMC vehicle prime depot which shows by 
type vehicle, the location and status, that is, whether it is in use, in 
storage for a special project, awaiting repair, and so forth. This re- 
port is utilized at all levels in the management of the vehicular fleet. 
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The Air Force has a continuing program to make every effort to 
reduce the vehicular fleet. Equipment review boards have been 
established in each major air command for the purpose of reviewing 
requirements of bases and units under their command to insure that 
only those vehicles actually required for the accomplishment of the 
assigned mission are authorized. These boards further check utiliza- 
tion of assigned vehicles to insure maximum utilization is being 
obtained and make reductions to authorizations where appropriate. 
Requirements and authorizations are reviewed at all operating levels 
to insure programing of minimum needs. An example of reduction in 
number of vehicles in the fleet is the Army-Air Force vehicle exchange 
agreement whereby World War II models are being exchanged for 
newer “M”’ series models. It is anticipated that by this action the 
fleet will be reduced by approximately 30,000 vehicles. In addition, 
another program is in progress to dispose of all uneconomically oper- 
able vehicles to the extent of available replacement stocks. It is 
estimated this program when completed will reduce the size of the 
fleet by an additional 5,000 vehicles. The foregoing is a concrete 
example of the management exercised by the Air Force in this area. 


SURPLUS VEHICLES 


Senator Ferauson. I note that you indicate that if these funds 
are not restored, it might be necessary to withdraw equipment from 
required mobilization reserves, and that it might necessitate using 
equipment beyond economical usage life, with attendant maintenance 
and parts replacement costs. Since much of this cut applies to ground 
powered and marine equipment I am reminded of a matter called to 


my attention. 
REPORT OF STAFF MEMBER 


I should like to read the following exerpt from a report of a survey 
by a member of the staff, of the Atlanta General Depot: 


Boms Service TRucKS 


Stored in the open at the Atlanta General Depot are in excess of 400 bomb 
service, M6, 142 ton trucks with Chevrolet motors. The original cost of such 
trucks was $2,039 each. An examination of several of.the trucks indicated that 
they had been driven an average of about 9,000 miles. According to information 
furnished by the Army this is an Air Force item which was retained in Army 
Ordnance storage facilities subsequent to the establishment of the Department 
of the Air Force as a separate force. The Air Force advised the Army in March 
1953, that these trucks were not considered usable for bomb-handling purposes 
due to obsolescence, cost of repairs, and limited capacity. In April 1953, all but 
400 of a total of 5,175 on hand were declared surplus, the balance was retained to 
dtermine if some use could not be found for them. Subsequently these 400 at 
Atlanta were also released as surplus in September 1953. These trucks have 
been stored in the open for a least 3 years, the tires are rotted, the seats and 
steering wheels are also deteriorated from the weather but the motors appear to 
be little used. 


Could it be that motorized equipment now in mobilization reserves, 
which you might be called upon to use, end up in a few years as obsolete 
or little used as these bomb service trucks apparently have? 

Although a newer and more efficient type of truck may have been 
developed, couldn’t some use be made of such expensive equipment as 
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these trucks in order to realize some return on the Government’s 
investment? 

Why does it take so long for the Air Force to make up its mind 
that such equipment is surplus? 

General Dav. The bomb service trucks referred to were procured 
by the Department of the Army to meet World War II requirements 
and were received by the Department of the Air Force from the 
Department of the Army as a division of assets when the separate 
departments were formed and consequently did not represent true 
requirements of the Air Force for these trucks at the time of transfer. 
The disposition of the 400 trucks was deferred pending determination 
as to whether these trucks could be modified for use as light automotive 
wreckers. This modification did not prove to be practicable, therefore, 
disposition was authorized. It is Air Force practice to explore every 
possible utilization before an item is declared surplus. This action 
will normally delay disposal action; however, the Air Force feels this is 
warranted where through this delay secondary utilization is effected. 

In the establishment of a reserve for use in an emergency, there is 
always the consideration that a certain amount of obsolescence will 
be incurred. It is not the policy of the Air Force to dispose of a 
vehicle when a newer type is developed. Any new procurement of 
vehicles would be for the latest developed model, but those vehicles 
which are replaced are normally utilized until they are no longer 
economically operable. Prior to the disposal of any serviceable vehicle 
every attempt is made to use it for a secondary purpose. For example, 
obsolete fuel servicing semitrailers are now being modified for servicing 


water-alcohol systems. 

In order to secure utmost use of every vehicle held for materiel 
reserves, those vehicles in overseas prepositioned sets are rotated 
periodically with those in use in order that all will have the same 
approximate use. For those reserves being held in Zone of Interior 
stocks, they are rotated with the latest received from production. 


AMMUNITION AVAILABILITY 


Senator Frerauson. Have you reduced your gross mobilization 
requirements by the amount of ammunition which can be obtained 
from production after the start of a war? 

General Dav. Yes, sir. The availability of ammunition from 
production subsequent to the start of a war has been considered in our 
gross mobilization requirements. 
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BUDGET, UNITED STATES AIR FORCE 


Amounts available for obligation 


Appropriation or estimate . - . 
Transferred to: 
‘Military personnel requirements, Air Force” 
suant to Public Law 488, 82d Cong...... 
“Military personnel requirements, Air Force’’ 
suant to Public Law 11, 83d Cong-_--- 
“Military personnel, Army’ pursuant to Public 
Law 11, 83d Cong. te 


pur- 


pur- 


Adjusted appropriation or estimate 
Reimbursements from other accounts. -- 


Total available for obligation a = 
Unobligated balance, estimated savings............- 


Obligations incurred _- 
Comparative transfers to: 
“Military personnel, Air Force’’ 
“Consolidated working fund, 
Administration” 
Comparative transfers from: 
“Aircraft and related procurement, 
“Contingencies, Air Force’’ 
“Major procurement other than aircraft, 
“Military personnel, Air Force’’.. 
“Research and development, Air Force” 
“Maintenance and operations, Army’ 
Local currency operations, Japan 
Goods 
Republic of Germany 
trat 


Air Force’’... 


and the Berlin Magis- 
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Direct Obligations 
Operation of aircraft 


Organization, base and mainten: ance equipment and supplies. 


Logistical support 
Training support 
Operational support 
Research and test support. 
Medical support 
Servicewide support 
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Operation of aircraft 


Organization, base and maintenance ape Se and supplies 


Logistical support 
Training support. .... 
Operational support 
Research and test support 
Medical support... 


Total obligations payable out of reimbursements from 
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Total obligations................... . 


Air Force” 


Federal Civil Defense | 


and services provided by the Federal | 
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ee 
| 
j 
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Estimate, 1954 


| 
| 
| 
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1955 
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Estimate, 1955 


$3, 577, 275, 000 
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1, 115, 000 


82, 733, 000 
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. 
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GENERAL STATEMENT 


Senator Frerauson. Do you have a reclama on maintenance and 
operation? 

General Asensio. We do, sir. I would like to make a statement 
concerning this appropriation. 

Senator Frreuson. You may proceed. 

General Asensio. Mr. Chairman and members of the committee, 
the maintenance and operations appropriation of the Air Force for the 
fiscal year 1955 provides for general administration and the mainte- 
nance and operation of the physic ‘al plant, planes, and equipment of 
the United States Air Force, and for the performance of certain 
activities essential to the accomplishment of its mission. It does not 
include those expenses directly associated with military personnel 
which are provided in the appropriation for military personnel; nor 
does it include the direct expenses of the United States Air Force 
aircraft and other major procurement activities and the direct costs 
for research and development, which are provided for in the aircraft 
and related procurement and research and development appropria- 
tions, respectively. With these exceptions, this appropriation pro- 
vides for basic salaries and expenses and is the housekeeping account 
for the entire Air Force. 


PRIMARY PERFORMANCE AREAS 


The primary performance areas or missions of the Air Force are 
reflected in the budget programs in this appropriation. 

They are: Operation of aircraft; organization, base and mainte- 
nance equipment and supplies ; logistic support; training support; 
operational support (strategic, defense, and tactical); research and 
test support; medial support; servicewide support. The fund re- 
quirement in each of these budget programs is derived by applying 
experience-developed factors to the operating programs of the Air 
Force. The basic operating programs are: the number and type of 
wings to be supported; base utilization and unit deployment; aircraft 
inventory and unit equipment; flying hours; troop program (organiza- 
tion and personnel) and classified war plans. 


HOUSE COMMITTEE REPORT 


In the House committee report it was indicated that funds would 
not be made available for those activities currently paid for by the 
Federal Republic of Germany. The amount involved in this appro- 
priation is $77,725,000. Apparently, although not specifically so 
stated, this action was taken in anticipation of failure of ratification 
of mutual defense agreements or occupational arrangements by the 
German Government. Consequently, fund requirements for this 
appropriation during fiscal year 1955 have been reduced to 
$3,577,275,000, distributed by budget program as follows: 





282 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


Number 1953 actual | 1954 estimate | 1955 estimate 


( 3 (4) (5 


122,153; $789, 95 $1, 085, 000, 000 
sintenance equipment 
}, 883, 094 238, 578, 230, 012, 000 
, 773. 116) 1,070, , 174, 653, 000 
52, 192 219, 153, 230, 000, 000 
446 59: 570, 120, 000 
292 5 5, 80, 000, 000 
795 64, 640, 000 
142, 850, 000 


3, 577, 275, 000 


OppRATION OF AIRCRAFT 


Budget program 410, “Operation of aircraft,’ provides for expenses 
incident to the maintenance and operation of aircraft. This includes 
(1) a project for the procurement of follow-on aircraft maintenance 
spares, spare parts, and supplies; (2) a project for the procurement of 
aircraft fuel and oil; and (3) a project covering materials and con- 
tractual services for corrective maintenance of aircraft and com- 
ponent equipment. 

The following summary tabulation provides a comparison of fund 
requirements by budget project within this area for fiscal vears 1953, 
1954, and 1955: 


1953 actual | 1954 estimate | 1955 estimate 


411 Aircraft maintenance spares, spare parts, and supplies $347, 914,166 | $259, 718, 100 $400, 000, 000 
412 Aircraft fuel and o 468, 616, 832 418, 402, 000 560, 000, 000 
414 | Corrective maintenance f aircraft and component 

equipment 129, 791, 155 120, 832, 000 125, 090, 000 


Total direct obligatio 946, 122, 153 789, 952,100 1, 085, 000, 000 


lie 


ATRCRAFT MAINTENANCE SPARES, SPARE PARTS, AND SUPPLIES 


Aircraft maintenance spares, spare parts, and supplies financed 
from funds provided in budget project 411 will be used in support of 
maintenance and operation of United States Air Force and Air Force 
Reserve aircraft on a worldwide basis. In addition they will be used 
to support depot maintenance of Department of Army aireraft in 
accordance with agreements between the Department of the Army 
and the Department of the Air Force. 

Aircraft maintenance spares are counterparts of the various indi- 
vidual major components of aircraft such as wheels, cylinders, struts, 
starters, instruments, armament, etc. These counterpart spares are 
required to restore an aircraft to service after wearout or damage of 
an assembly which was an original part of the aircraft. 

Spare parts are the individual pieces of a component that are used 
in depots and in the field during overhaul and repair of worn or 
damaged assemblies. 

Supplies are the raw materials such as metals, wiring, etc., which are 
used in the repair and fabrication of individual parts for the aircraft 
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Initial spares and spare parts are procured from funds provided in 
the “‘Aircraft and related procurement” appropriation of the Air Force 
and are delivered concurrently with the aircraft to provide an initial 
stock level and support for the first year’s operation of the aircraft. 

Aircraft spares and spare parts provided from this, the ‘Mainte- 
nance and operation” appropriation, are required for “follow-on”’ sup- 
port in periods of use subsequent to consumption of initial spares. 

A portion of the estimate of funds requiréd for ‘‘follow-on”’ mainte- 
nance spares and spare parts has been computed merchanically and 
the remainder of the requirement has been computed manually. The 
necessity for evolving the mechanical computation procedure is obvious 
when one recognizes that more than 500,000 individual items of 
equipment or supplies are procured in this project. Both the me- 
chanical and the manual methods of computation take into considera- 
tion all available assets, including quantities on order from all sources 
as well as serviceable and reparable inventories. 

In the mechanical method of computation, a series of factors are 
developed by analysis of aircraft operations during past periods and 
utilization of maintenance spares and spare parts related to individual 
types of aircraft and to the flying hours accomplished. These factors 
are converted to a common denominator cost factor related to indi- 
vidual flying hours, which is then applied to the Air Force’s flying 
hour program for the budget period to determine the gross operating 
requirement. 

Certain items such as special requirements for readiness reserves, 
which are limited to those which could not possibly be made available 
within a reasonable length of time in event of an emergency due to 


production lead time, are computed manually. Classified war plans 
and war planning factors are utilized in this computation. 

All available assets are then applied against the gross operating 
requirements to obtain the net procurement requirement and mini- 
mum fund requirement for the budget period. 


AIRCRAFT FUEL AND OIL 


Budget project 412 provides for the fuel and oil which will be con- 
sumed in the worldwide operations of Regular Air Force and Air 
Force Reserve aircraft; for aviation fuel and oil requirements for 
engine block test, modification centers, and new production aircraft; 
and for liquid rocket fuels for research and development test activities. 

The flying hours programed for the budget year for each individual 
aircraft model are multiplied by the fuel consumption rates for these 
models to determine the quantity of fuel required. Engine block 
test requirements are computed by multiplying the projected number 
of each type of engine to be overhauled during the budget year by the 
average number of gallons consumed per overhaul, based on past 
experience. Modification center requirements are computed by multi- 
plying the anticipated number of each aircraft model requiring modi- 
fication during the budget year by the average number of gallons 
consumed per modification per aircraft. New production aircraft 
requirements are computed by multiplying the number of each aircraft 
model to be delivered during the budget year by the tank capacity of 
each. The aggregate quantity of each grade of fuel is then multiplied 
by the worldwide standard unit price established by the Aviation 
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Fuels Division, Air Force stock fund, to determine overall fund 
re - nts for the budget year. 

Liquid rocket fuels, for which funds are requested in this project, 
will be utilized by Government and contractor activities involved in 
testing rocket motors. Quantities required are determined on the 
basis of the individual work projects projected for accomplishment 
during the budget year. Past laboratory and range experience is 
applied where possible. For those experiments involving entirely new 
work, such experience is adapted to reflect the particular engineering 
specifications and objectives planned. 


CORRECTIVE MAINTENANCE OF AIRCRAFT AND COMPONENT EQUIPMENT 


Budget project 414 provides for equipment, spare parts, supplies, 
and contractual services necessary in the accomplishment of the cor- 
rective maintenance program. 

Corrective maintenance of aircraft and component equipment in- 
volves the accomplishment of those changes to in-service aircraft and 
component equipment which are necessary to maintain safety of flight 
standards and to correct mechanical deficiencies detected during pro- 
duction line experience, service tests, and day-to-day operation. 
Estimated requirements in this project are computed by the applica- 
tion of factors experienced in past periods, to projec ted aircraft in- 
ventory values. Consideration is given to age of aircraft, mission 
assignment, projected utilization, and current cost experience. 


ORGANIZATION, Base AND MAINTENANCE EQUIPMENT, AND SUPPLIES 


Budget program 420 “Organization, base and maintenance equip- 
ment, and supplies” provides for the centrally procured supplies and 
minor items of equipment required by Air Force organizations, in- 
s allations, and individuals in support of worldwide Air Force opera- 
tions. This includes (1) a budget project which covers items normally 
of a recoverable nature which are designated as equipment; and (2) a 
budget project which covers items of a consumable nature which are 
called supplies. 

The following summary tabulation provides a comparison of fund 

requirements by budget project within this budget program for fiscal] 
years 1953, 19% 54, and 1955: 


7 
Proj- | | : | : 

ect | Title | 1953 actual | 1954 estimate | 1955 estimate 
No. | | i. 
| 





Sis et al 
421 | Organization, base and maintenance equipment. $67, 168,959 | $77,737,000 $70, 887, 000 
| 


422 | Organization, baso and maintenance supplies... 149, 714, 135 } 160, 841, 000 159, 125, 000 


Total direct obligations. --. 216, 883, 094 238, 578, 000 "230, 012, 000 


ORGANIZATION, BASE AND MAINTENANCE EQUIPMENT 


Budget project 421, “Organization, base and maintenance equip- 
ment’’, provides for the centrally procured items of minor equipment, 
such as flying suits and helmets, survival kits, oxygen masks, et cetera, 
to support ‘the Air Force, and equipment kits to modify and/or 
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modernize ‘‘in-use’’ ground equipment. In project 421, as in other 
equipment areas, items are controlled by authorization documents 
which establish the specific items and quantities allowed, for each 
installation and organization, and for the personnel assigned to these 
organizations. Gross quantitative requirements are determined by 
relating these authorization documents to applicable Air Force pro- 
grams such as troop program (organization and personnel), projected 
aircraft inventory and unit equipment, base utilization and unit 
deployment, and by considering wear out rates and stock level needs, 
for individual items. The gross requirement is reduced by assets on 
hand and on order to arrive at a net procurement requirement for 
each particular item. The resultant quantitative procurement re- 
quirements are then priced and summarized to arrive at the net total 
fund requirement. 


ORGANIZATION, BASE AND MAINTENANCE SUPPLIES 


Budget project 422, “Organization, base and maintenance supplies.’ 
provides for the centrally procured supplies such as reconnaissance 
film, photographic paper, chemicals, et cetera, to support Air Force 
organizations and installations och ide, and parts for maintenance 
of Air Force equipment other than aircraft. 

In consideration of the large number of items covered by this 
project, a mechanical process similar to that used in the computation 
of requirements for aircraft spares and spare paris is used to develop 
requiraments for the major poriion of supplies within this area. This 
mechanical process develops gross requirements by relating past issues 
of supplies in support of an “accomplished operating program to the 
future programs to be supported, such as troop program (organization 
and personnel), base utilization and unit deployment, and flying hours. 
From these gross requirements are deducied all available assets, in 
order to arrive at a net procurement requirement. 

New items for which experience factors are not available and sup- 
plies not adaptable to the mechanical process are computed manually; 
requirements are related to specific Air Force programs such as the 
communications-electronics program, and classified war plans. 


LOGISTICAL SuPPORT 


Budget program 430 provides logistical support for the Air Force, 
Air Force Reserve, and Air Foree ROTC, including depot level main- 
tenance and storage of aircraft, vehicles, and other equipment; depot 
supply operations; distribution of materiel other than first destination ; 
printing and reproduction; disposition of deceased personnel; base 
maintenance and operations; and major repairs and minor construction 
at all Air Force depots and facilities whose primary function is 
logistical. 

These requirements are based upon Air Force programs which 
describe the projected worldwide activity of the Air Force during this 
period. Specific programs utilized are the active aircraft inventory, 
flying hours, inactive aircraft inventory, military personnel, base 
utilization and major deployment, and communications-electronics 
program. 
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The following table shows a comparison of fund requirements by 
budget project for fiscal years 1953, 1954, and 1955: 


1953 actual | 1954 estimate | 1955 estimate 


Depot maintenance $446, 635,334 | $536,485,000 | $653, 986, 000 
Depot supply operations 152, 822, 151 152, 385, 000 | 13, 354, 000 
Distribution of materiel: Other than first destination 207, 123, 002 174, 498, 800 5, 900, 000 
Printing and reproduction 17,817, 947 | 17, 860, 000 7, 925, 000 
Disposition of deceased personne] ‘ 1, 557, 629 | 2° 140, 260 1, 800, 000 


Base maintenance and operations 184, 536, 965 176, 890, 000 0), 719, 000 
Major repairs and minor construction 20, 280, 088 | 10, 689, 000 


‘Total direct ooligations ‘ 1, 030, 773, 116 |1, 070, 948,000 | 1,174, 653, 000 


DEPOT MAINTENANCE 


This project provides for expenses incident to depot level mainte- 
nance for all equipment for which the Air Force has maintenance 
responsibility, including aircraft and related aircraft equipment. In 
addition, depot level maintenance support of aircraft and related 
equipment is provided the Army Field Forces and the Army National 
Guard on a nonreimbursable basis. 

Requirements are computed by application of tested formulas to 
established Air Force programs and utilizing experience factors based 
upon actual operational records. The basic programs employed in 
the computation of this estimate are the active aircraft inventory, 
flying hours, inactive aircraft inventory, and the vehicle and other 
equipment program. 


Depot level maintenance is performed on aircraft and other equip- 


ment which is damaged or worn to such an extent that it is beyond the 
capability of the using organization, or immediate support organiza- 
tions, to restore it to useful operation. This level of maintenance 
is performed both by Air Force depots and by commercial contractors 

Workloads are schéduled into the depot maintenance system com- 
mensurate with efficient and economical utilization of depot mainte- 
nance facilities on a 1-shift, 40-hour-per-week basis. In scheduling 
depot maintenance workloads, consideration is also goven to the 
development and maintenance of a technical capability in order to 
assure the availability of skills to permit rapid expansion of the depot 
maintenance system in event of a national emergency. It is Air 
Foree policy to utilize commercial contractors, in lieu of expansion 
of Government facilities and activities for the accomplishment of 
anprorseata. types of depot level maintenance. 

During fiscal year 1955, the depot maintenance workload will 
increase in proportion to the increase in programed activities and 
commercial industry will be more extensively employed. 


DEPOT SUPPLY OPERATIONS 


This project provides for expenses incident to worldwide depot 
supply operations of all United States Air Force organizations and 
certain nonreimbursable supply support for the Air Force Reserve, 
Air National Guard, Army Field Forces, Army National Guard, and 
Air Reserve Officers’ Training Corps. 
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The operation of the Air Force depot supply system involves the 
determination of materiel requirements, the receipt and proper custody 
of materiel in storage, and the controlled distribution of that materiel 
to support the Air Force mission. Air Force supply support is pro- 
vided through Zone of Interior and overseas depots which, in order to 
carry out the broad activities stated, must accomplish such related 
functions as maintaining stock-control records, editing requisitions, 
inventorying and reporting inventories, inspection of supplies, treat- 
ing and packaging in connection with corrosion control, and the deter- 
mination of excesses and the disposal thereof. 

Continuing statistical studies indicate a high degree of correlation 
between the weighted flying hours, workload accomplished, and man- 
hours expended in the various depot supply functions. 

The Air Force flying hour program is converted to weighted flying 
hours by the application of power rating equivalents to the flying hours 
programed for the various types of aircraft. A projected workload to 
support the weighted flying hours is computed utilizing workload ex- 
perience factors derived from the statistical studies. The projected 
workload is then converted to personnel man-hour requirements by 
the application of personnel experience factors and is priced at current 
average salaries. The estimated cost of personal services thus com- 
puted i is $145,612,000. 

Fund requirements for all nonpersonnel expenses total $19,388,000. 
This total represents an accumulation of numerous categories of non- 
personnel expense each of which has been computed in detail, using 
experience workload and cost factors applied against appropriate 
foreseeable activities and requirements. 


DISTRIBUTION OF MATERIEL OTHER THAN FIRST DESTINATION 


Budget Project 433 provides for commercial transportation of Air 
Force property, other than first destination. It excludes shipments 
originating at Air Force installations other than depots, except ship- 
ments involving redistribution of supplies which are directed by Air 
Materiel Command. Specific categories of shipments financed from 
this budget project are 

a. Shipments of Air Force equipment and supplies from Air 
Force depots. 

b. Shipments via Military Sea Transportation Service. 

c. Shipments via commercial airlitt directed by Headquarters, 
USAF. 

d. Shipments from Army, Navy, or other governmental 
agencies. 

Transportation from Air Force depots provides for rail, truck, o 
airlift of supplies or equipment from Air Force depots, ineluding 
intransit refrigeration, tolls, diversion charges, demurrage, stevedor- 
ing, and commercial terminal charges. 

Military Sea Transportation Service includes ocean transportation 
of civilian Air Force employees to or from overseas areas. Cargo 
includes ocean transportation of troop impedimenta; prestocking 
critical materiel in overseas areas; and movement of unit equipment, 
aircraft, and ammunition. Miscellaneous equipment and supplies are 
returned for reparable and reuse purposes. MST operations include 
inter- and intra-theater movements of cargo; shipments to support 


44991—54———_19 
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Air Force units in isolated areas; and ocean transportation of ground 
petrole um, oil, and lubricants. 

Commercial airlift directed by Headquarters USAF in 1955 pro- 
vides for programed Strategic Air Command unit rotations, over and 
above the Military Air Transport Service airlift capability. 

Army, Navy, and other agencies to Air Force shipments include 
land transportation of Air Force ammunition from Army ordnance 
plants; transportation of common service items, such as brooms, 
mops, et cetera, but excluding subsistence from the quartermaster; 
transportation of construction supplies and equipment from the 
Engineering Corps; stevedoring by Navy, et cetera. 

The total requirement of transportation financed from this project 
can be grouped into three general categories of shipments. They 
are (1) aircraft, spare parts and related hardware, (2) base organ- 
ization equipment and supplies, and (3) personnel equipment and 
supplies. 

Continuing analysis of past operating data indicates that a high 
degree of correlation exists between the weighted flying hours program 
and the military man-year program and these categories of shipment; 
hence, these factors are used in the development of the gross tonnage 
requirement. 

This tonnage requirement is converted to a dollar requirement by 
the application of commercial common carriers’ cosis of transporting 
the various categories of supplies and average hauls as experienced 
during the preceding 12 months’ period for tha several modes of 
transportation. 

PRINTING AND REPRODUCTION 


Budget project 434 provides for the procurement of printing and 
reproduction requirements for the Air Force during fiscal vear 1955. 
These requirements consist of such items as manuals, regulations, 
pamphlets, technical training literature, forms, and other items of 
printing required in the ee of the Air Force. This printing 
will be procured from’ the Government Printing Office; from commer- 
cial sources (under authority of the Joint Committee on Printing or 
by waiver from the Government Printing Office); from Defense 
Printing Service plants; from the Bureau of Engraving and Printing; 
and from plants of other Government agencies. 

All printing and reproduction provided for in this estimate comes 
within the scope of title 44, United States Code, and the regulations 
of the Congressional Joint Committee on Printing. 

With respect to blank forms, the requirements for reprint items were 
computed by considering the quantity on hand at the time of the esti- 
mate, the monthly usage over the previous 6 months, the necessary 
stock level, and the unit cost reflected in recent procurements. In 
computing requirements for new and revised forms, each item was 
individually priced giving due consideration to planned usage rates, 
stock level requirements, and gross procurements. With regard to 
publications, such as manuals, regulations, pamphlets, specifications, 
and so forth, the numbers of copies required are computed on the basis 
of authorized issue allowances, and stock level requirements. 
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DISPOSITION OF DECEASED PERSONNEL 


Budget project 436 provides for the care of remains of deceased 
Air Force personnel. The expenses involved include enbalming, 
casketing, and shipment of remains, transportation of escorts, and 
other related costs. This mission is performed under the provisions 
of Public Law 527, 75th Congress, and other amendatory acts. 

Peacetime mortality tables have been used in the computation of 
the fund requirements for this budget project in both the Zone of 
Interior and overseas to determine the estimated number of deaths 
which will occur. Average unit costs of the several categories of 
expense involved have been applied to the total esti mated number of 
deaths to determine the gross requirement. 


BASE MAINTENANCE AND OPERATIONS 


Budget project 438 provides for the support of those recurring 
locally incurred base maintenance and operations expenses which may 
be termed as “housekeeping” costs. The term “‘housekeeping”’ covers 
such diversified requirements as communications services, including 
the operation of telephone exchanges, telegraph, cable, teletype, 
telephone, and teletypewriter services; recurring maintenance of 
buildings, grounds, airfield pavements, railroads, utility plants, 
and utility systems; purchased utilities, including water, gas, and 
electricity; fire protection and aircraft crash rescue; fuel for utilities, 
space heating and cooking; real property rentals; repair and main- 
tenance of automotive and ground fire equipment, marine equipment 
and installed shop equipment; field maintenance of aircraft; receipt, 
storage, and issue of supplies, materials, and equipment, and solid 
fuel distribution; and essential administrative services, inc ‘luding civil- 
ian personnel payroll and service records, and property and fiscal 
accounting. 

The fund requirement under this budget project is the sum of the 
requirements for all individual installations classified as logistical 
in the base utilization program for the budget year. Each installation 
prepares a detailed estimate of funds required to accomplish the 
function as described previously and classifies the funds by type of 
expense. The programed mission of the base and the projected 
military population to be served are utilized in the preparation of this 
estimate. These detailed estimates are then reviewed, adjusted, 
and summarized by the responsible command having jurisdiction of 
the installation. The summarized fund requirements, classified as 
to type of expense, are then forwarded to Headquarters, USAF, where 
reviews and adjustments are made by the Air staff, after which 
consolidated requirements by budget project are reviewed, adjusted, 
and/or approved by the Budget Advisory Committee, Chief of Staff, 
and Office of the Secretary, in turn. 


MAJOR REPAIRS AND MINOR CONSTRUCTION 


Budget project 439 provides for major repairs, rehabilitation, 
modification, and minor construction of airfield facilities and other 
real property at logistical installations. It also provides funds for 
the installation of fixed communications-electronics systems, including 
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installation of new systems and modification, augmentation, and 
rehabilitation of existing systems in accordance with the approved 
communications-electronics program of the Air Force. 

The method used in determining these estimates is the identification 
of requirements, development of specific work projects and computa- 
tion of the costs. The determination of need and extent of work 
required is ascertained from onsite surveys of the capacity and condi- 
tion of existing installations and facilities to determine their ade quacy 
to meet the demands of programed missions. Costs are then ascer- 
tained by applying to these findings local cost experience data. These 
various functions are performed and cost estimates dev eloped by the 
Air Force bases and in the major commands under policies and 
guidance promulgated by Air Force Headquarters for all foreseeable 
requirements. Estimates for emergency repairs and unforeseeable 
projects such as major damages occurring due to fires, storms, floods, 
or other acts of God have been prepared on the basis of actual 
experience factors. 

TRAINING SuPPORT 


Budget program 440 provides for support of the training programs 
of the Air Force, Air Force Reserve, and Air Force ROTC, including 
schools and training; equipment, supplies, and literature for training; 
base maintenance and operations, and major repairs and minor 
construction of facilities whose primary function is training. 

These requirements are based upon Air Force programs which 
describe the projected activity of the Air Force during this period. 
Specific programs utilized are the organization and personnel, base 
utilization and major deployment, and training program documents 
which provide program guidance concerning training rates and loads 
by type of Sahsiar 

The following table shows a comparison of fund requirements by 
budget project within this budget program for fiscal years 1953, 1954, 
and 1955: 


Proj- 
ect | Title 953 actual | 1954 estimate | 1955 estimate 
No. | 


Pireet obligations 


Fchools and training $44,495,350 | $47,375,000 $50, 000, 000 
| Training equipment and supplies , 208, 084 | 8, 020, 000 | 9, 000, 000 
Base maintenance and operations &, BBR, 954 159, 758, 000 | 167, 000, 000 
| Major repairs and minor construction , 889, 804 | 4, 000, 000 | 4, 000, 000 


Tctal direct obligations... 213, 452, 192 219, 153, 000 | 230, 000, 000 


Air Force training programs, which are concerned with the traiming 
of individuals as distinguished from unit or organizational training, 
are composed of the following elements and objectives: 

(a) Basic military training, consisting of the initial processing, out- 
fitting, classification and indoctrination in basic military subjects of 
all airmen, except reservists, entering the Air Force directly from 
civilian life. An average training load of 27,700 is programed for 
fiscal year 1955. 

(6) Technical training providing the formal school training neces- 
sary to qualify personnel to perform duties at the semiskilled, tech- 
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nician and supervisory skill level, including specialist training by 
contract with manufacturers producing new equipments for the Air 
Force. Average onstation training loads for fiscal year 1955 are 
estimated at 55,300. 

(c) Flying training including both pilot training and aircraft ob- 
server training. The fiscal year 1955 program reflects the gradual 
buildup to a 7,800 annual pilot training rate, whereas the aircraft 
observer rate will be 7,200. 

(d) Professional training, required to increase the professional pro- 
ficiency of the officer personnel of the Air Force, includes the pure 
military sciences as well as technical sciences peculiar to military re- 
quirements. This training is conducted both inservice and by 
contract with selected civilian institutions. 

(e) Reserve training, which will continue to increase, contemplates 
Reserve flying and support training units at 30 locations; 85 Air Re- 

serve Centers will provide facilities for administration and technical 
ad administrative training. 

(f) Reserve Officers’ Training Corps activities will remain level 
during fiscal years 1954 and 1955 insofar as this budget program is 
concerned, with support being provided at 188 colleges and for 55 
summer encampments. 


SCHOOLS AND TRAINING 


Budget project 443 provides for costs associated with students, 
schools and courses, and instructional materials and services. These 


expenses, which include the pay of civilian employees engaged in 
school activities as differentiated from “housekeeping” pe rsonnel, are 
reflected, by fiscal year, in the following tabulation: 


Actual Estimated Estimated 
Type of expense fiscal year fiscal year fiseal year 
1953 1954 1955 


Pay of civilian personnel_._....-_- ; | $25, 248, $24, 523,000 | $24, 461, 000 
Tuition fees.. nibdibdaddeaiey , 847, 367 | 5, 135, 000 | 6, 870, 000 
Temporary duty school travel. ‘ hr , S45, 756 14, 011, 000 14, 006, 000 
Contractual preparation of manuals... - a 5 283, 588, 000 690, 600 
Recruiting advertising 3 . . 400, 500, 000 | 1, 200, 000 
Other nempersonnel expenses. - --- : paneer 3, 186, 5 3, 471, 000 | 3, 349, 000 


Total obligations_....._- eeu | 5, 811, : 48, 208, 000 | 50, 576, 000 
Less reimbursements - - -- pitta aide 4 [Acadauabiioasel 7 316, 19% 853, 000 576, 000 


Direct obligations............- ah SE NA AEE OS | 44, 495, 3% ‘47,375,000 | 50, 000, 000 
| 


The requirements for pay of civilian personnel and other nonper- 
sonnel expenses, which include administrative travel, locally procured 
training materials and rental of test-scoring equipment, are compute “d 
in substantially the same manner as that outlined for budget project 
438. Other expenses are computed at Headquarters, United States 
Air Force in accordance with known program factors. For instance, 
tuition fees are based on numbers of students requiring contract train- 
ing to fill projected job requirements and past e\perience in relation to 
course costs of the types of institutions involved. ‘Temporary duty 
school travel estimates reflect the number of students, within approved 
training loads, who will attend specific courses in a t2mporary duty 
status against which have been applied cost factors developed from a 
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representative sampling of travel vouchers. Estimates for contrac- 
tual preparation of training manuals are based on approved requests 
for new manuals and actual cost experience for contractual layout, 
art, and editorial services. No printing costs are included. 


TRAINING EQUIPMENT AND SUPPLIES 


Budget project 444 provides for the central procurement of certain 
specialized items of training equipment, supplies and literature for the 
Regular Air Force, the Air Force Reserve and the Air Force Reserve 
Officers’ Training Corps. Training supplies and equipment identified 
with the Continental Air Command and Air Training Command are 
computed at installation and command level in substantially the same 
manner as described under budget project 438. All other items are 
computed at Headquarters, United States Air Force and are based 
on either an established basis of issue, approved equipment lists, pro- 
duction schedules of related equipment or aircraft mode ‘nization and 
modification programs. As an illustration, banner targets ara com- 
puted on the basis of a specific number of targets required by each 
active pilot or student engaged in gunnery training. Modification of 
inservice mobile training units is directly related to the modernization 
of aircraft as programed for the fiscal year, i. e., mobile training 
units in the inventory are refitted or altered to conform to the aircraft 
it represents. Cost factors for all items are based on past experience 
in the procurement of identical or similar items. 


BASE MAINTENANCE AND OPERATIONS 


Budget projeci 448 provides for expenses of installations classified in 
the base utilization program as training support installations. In addi- 
tion, provision is included for continuation during fiscal year 1955 of 
the contractual operation of installations engaged in primary flying 
training. 

Fund requirements for this budget project have been developed by 
installation commanders and reviewed, adjusted and approved at 
succeeding echelons in the same manner as outlined in the discussion 
of project 438. The types of expense are similar to those described 
previously under budget project 438 as “housekeeping” expenses. 


MAJOR REPAIRS AND MINOR CONSTRUCTION 


Budget. project 449 provides for rnajor repairs, rehabilitation, modi- 
fication, and minor construction of airfield facilities and other real 
property at training support installations. 

Fund requirements have been determined in accordance with the 
method outlined in the discussion of budget project 439. 


OPpBpRATIONAL SUPPORT 


Budget program 450 provides for locally incurred maintenance and 
operation expenses in support of the operational commands of the 
Air Force such as the Strategic Air Command, Air Defense Command, 
Tactical Air Command, and the overseas commands. Requirements 
are included under budget project 458, base maintenance and opera- 
tions; and budget project 459, major repairs and minor construction. 
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These requirements are based upon Air Force programs which 
described the projected worldwide activity of the Air Force during this 
period. Specific programs utilized are flying hours, organization and 
personnel, base utilization and major deployment, and the »ommunica- 
tions-electronics program. 

The following table shows a comparison of fund requirements by 
budget project within this budget program for fiscal years 1953, 1954, 
and 1955: 


1953 actual | 1954 estimat 


Base maintenance and operations $515, 205,993 | $549, 485, 000 | $522 098, 000 
Major repairs and minor construction 66, 894, 453 43, 749, 000 48, 022, 000 


Total direct obligations - AR2. 100, 446 193, 234. 000 570, 120, 000 


The principal program elements which create the requirements for 
financial support in this area are summarized as follows: 


Fiscal year Fiseal year Fiseal year 
1953 actual | 1954 estimate | 1955 estimate 
| 


Program elements 


| 
Combat wings 106 115 | 120 


Operational bases | 187 207 216 


Aircraft control and warning program... ‘de } 99 123 182 
Rotational movements__- i 45 47 111 
Air combat maneuvers... ; aaa 31 50 &3 
Engineer aviation unit movements-_-- baat 29 40) 42 


BASE MAINTENANCE AND OPERATIONS 


Budget project 458 provides for expenses of installations classified 
in the base utilization program as operational support installations. 
Additional activities supported from this budget project are the 
planned rotation of combat units on temporary duty to overseas 
locations; air combat maneuvers designed to test and evaluate the 
readiness and combat capabilities of operational units; and move- 
ments of engineer aviation units to project sites for the accomplish- 
ment of unit training missions. 

Fund requirements are included for support of the following major 
components of the operational support program: 


THE INSTALLATION PROGRAM 


The funds requested provide for those recurring local expenses 
which are required for maintenance and operation of bases and support 
of operational missions. The types of expense are similar to those 
described previously in budget project 438 as “‘housekeeping”’ expenses. 


AERONAUTICAL CHART AND INFORMATION CENTER 
Funds are required for the production of aeronautical charts, 


cartographic target materials, and related cartographic services re- 
quired for the Air Force operational mission. 
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AIRCRAFT CONTROL AND WARNING PROGRAM 


Funds requested are to provide for the locally incurred direct 
expenses required for the maintenance and operation of off-base 
aircraft control and warning sites in the Western Hemisphere. 


SPECIAL AIR DEFENSE PROGRAM 


This estimate provides for continuation of the improvement and 
augmentation programs for the aircraft control and warning system 


OPERATOR TECHNICIANS AND TECHNICAL INSTRUCTORS 


These funds are to provide for the contractual services of operator 
technicians and technical instructors for use as technical specialists 
on ground electronics equipment and other equipment installed in 
modern complex aircraft. 


ROTATIONAL MOVEMENTS 


Costs of the rotation of ecombat-ready units to overseas locations 
and return for the purpose of maintaining and improving combat 
readiness are provided for in this estimate. 


AIR COMBAT MANEUVERS 


These funds are to provide for the conduct of training maneuvers 
and exercises to increase the readiness and combat capabilities of the 
Air Force. 

ENGINEER AVIATION MOVEMENTS 


These funds are to provide for the costs of the movement of aviation 
engineer units to various locations within the Western Hemisphere 
to engage in unit training projects. 

A tabulation of amounts (in thousands of dollars) associated with 
these program components is as follows: 


. Fiscal year Fiscal year Fiscal year 
Component 1953 1964 1955 





$463, 492 $490, 147 $447, 172 

16, 597 17, 479 22, 496 

Aircraft control and warning program 12, 127 15, 288 18, 177 
Operator technicians and technical instructors _ . 16, 677 16, 752 16, 130 
Special air defense programs 1,974 4, 940 9, 825 
Rotational movements 3, 230 2, 364 4,100 
Air combat maneuvers. neteteGenutee ‘ nadend 466 1, 562 3, 084 
Engineer aviation movements. _._..._. jou 643 953 1,114 


I 515, 206 549, 485 522, 098 


Requirements for the installation program, the aircraft control 
and warning program, and the Aeronautical Chart and Information 
Center were developed by installation commanders and reviewed, 
adjusted, and approved at succeeding echelons. 

Requirements for the operator technician and technical instructor 
program were computed on the basis of contractual man-years of 
services required, at an average cost per man-year of service. Deter- 
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mination of requirements is made by field commanders and is reviewed, 
adjusted, and approved at suce eeding echelons. 

Special air defense program requir2ments were computed on the 
basis of contractual costs involved for each of the pregrams. 

Requirements for rotational movements and engineer aviation 
movements were computed on the basis of experienced average costs 
per unit move, related to programed moves during fiscal year 1955. 

Air combat maneuvers requirements are based upon experienced 
costs for past maneuvers applied to the fiscal year 1955 maneuver 
program. 

MAJOR REPAIRS AND MINOR CONSTRUCTION 


The estimate includes funds for major repairs, rehabilitation, 
emergency repairs, alteration and minor construction of real property 
facilities at operational support installations. It also provides for 
the installation, augmentation, and rehabilitation of fixed com- 
munications-electronics systems in accordance with the approved 
communications-electronics program of the Air Force. 

Fund requirements in this budget project have been determined in 
accordance with the method outlined in the discussion of project 439. 


RESEARCH AND TEST SUPPORT 


Budget program 460 provides for expenses incurred in support of 
Air Force research and test activities. Requirements are included 
under budget project 468, ‘‘Base maintenance and operations,” and 
project 469, | ‘Major repairs and minor construction.” 

The fund requirements are based upon Air Force programs which 
indicate activities to be carried on during this period. The specific 
program data utilized in the development of the estimate are the base 
utilization program and classified testing schedules correlated with the 
Air Force research and development program. 

The following table shows a comparison of fund requirements by 
budget project for fisca] years 1953, 1954, and 1955: 


Proj- | 
ect Title 953 actual | 1954 estimate | 1955 estimate 
No. 


Direct Obligations 


468 | Base maintenance and operations - - . $72, 386, 070 $76, 645, 000 $77, 000, 000 
i69 | Major repairs and minor construction. , 623, 222 2, 100, 000 3, 000, 000 


Total direct obligations. - .- , 009, 292 78, 745, 000 80, 000, 000 





BASE MAINTENANCE AND OPERATIONS 


The expenses provided for in budget project 468 are generally similar 
to those described as “housekeeping” costs in the discussion of project 
438. In addition, provision is included in this estimate for con- 
tinuation during fiscal year 1955 of the contractual operation of 
research and test facilities at the Arnold Engineering Development 
Center (Tullahoma, Tenn.) and at the Air Force Missile Test Center 
(Patrick Air Force Base, Fla.). 
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The Air Force base utilization and major deployment program 
provides for 11 major active installations in fiscal year 1955, the same 
number as were operated for research and test purposes during fiscal 
year 1954. Increased plant facilities at existing installations, con- 
structed during prior fiscal years and scheduled for construction during 
the first half of fiscal year 1955, represent new maintenance and 
operation requirements. These additional plant facilities are essential 
to specialized testing of aircraft, weapons, and materiel which have 
been developed under the Air Force research and development 
program. 

Estimated fund requirements have been developed by installation 
commanders and reviewed, adjusted, and approved at succeeding 
higher echelons of command as previously described under budget 
project 438. 


MAJOR REPAIRS AND MINOR CONSTRUCTION 


Budget project 469 provides for major repairs, rehabilitation, 
modification, and minor construction of airfield facilities and other 
real property at research and test installations. 

Fund requirements in this budget project have been determined in 
accordance with the method outlined above in the discussion of pro- 
ject 439. 

Mepicat Support Program 


The estimated cost of providing medical service in the Air Force 
during fiscal year 1955 is $64,640,000 which is summarized by budget 
project as follows: 


} 
Proj | 

ect | Title 1953 actual | 1954 estimate | 1955 estimate 
No 


I~ 


Medical procurement and supply operations $988, 626 $842, 000 $820, 000 

Medical equipment and supplies 7, 858, 42 2, 328, 2, 549, 000 

3 | Medical education and training , 597, 727 2, 075, 2, 013, 000 
Medical printing and binding 384, 45: 535, 519, 000 
Medical care in non-Air Force facilities 4, 314, 3 5, 564, 0 6, 345, 000 
Medical administration. , 568, § } ¥v ‘ | 1, 898, 000 
Maintenance and operation of medical treatment 

| _ facilities A , 68 , 734, 47, 334, 000 
Major repa and minor construction 7, ; , 172, ¢ 3, 162, 000 


33-3 - 
~ CX 


+222 2 oe 
1 


J 


x 


Total direct obligations _ -_..- , 377, 795 58, 960, 64, 640, 000 


In fiscal year 1955 the Air Force will maintain and operate 133 
hospitals, 66 infirmaries, and 86 dispensaries. These facilities, in 
addition to performing other related medical services, will provide an 
estimated 15,163,000 outpatient treatments, 4,642,000 dental sittings, 
and 4,215,000 days of hospital care including hospitalization of other 
military and nonmilitary personnel on a reimbursable basis. 

Other major items of expense are for formal training of military 
personnel in various phases of military and allied fields “of medicine: 
medical equipment for newly constructed facilities to be activated 
during fiscal year 1955 and payment to other Government and civilian 
agencies for the outpatient care and an estimated 673,425 days of 
hospital care provided Air Force military personnel. 
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This estimate is directly related to the programed military strength 
and deployment of the Air Force and to the number of medical facil- 
ities to be operated in 1955. Computations have considered the 
experience workload factors and actual operating cost data applied 
to these programs. 


SERVICEWIDE Support PROGRAM 


The estimated cost of servicewide support activities during fiscal 
year 1955 is $142,850,000. This budget program provides for: The 
maintenance and operating expenses incurred by Headquarters, 
United States Air Force, its field extension offices and the major air 
command headquarters; Air Force-wide commercial communications 
systems; air attaché, air mission and inter-American relations activ- 
ities; and, two special activities directed and controlled by Head- 
quarters, United States Air Force. Fund requirements are summar- 
ized by budget project as follows: 


Proj- 
ect Title | 1953 actual | 1954 estimate | 1955 estimate 
No. | 


481 | Command administration $99, 308, 059 | $105, 110, 000 $103, 946, 000 
482 | Commercial communications systems 23, 323, 477 31, 286, 000 | 30, $22, 000 
44 Air attaché office 1, 907, 077 2, 602, 000 | 2, 597, 000 
484 Air mission oflices and inter-American relations 375, 167 394, 000 | 397, 000 
485 | International project : 184, 176 210, 000 | 214, 000 


Ani Headquarters USAF directed project 2, 606, 031 800, 000 4, 874, 000 


Total direct obligations. -. 127, 793, 987 , 402, 000 142, 850, 000 


The estimated fund requirements for expenses of command adminis- 
tration activities are approximately the same as the estimated fiscal 
year 1954 obligations, although Headquarters, United States Air 
Force and major command responsibilities and workloads will increase 
as the Air Force builds toward its 137-wing objective. 

"he fund request for commercial communications systems provides 
for the leasing of Air Force-wide telephone, teletype, and telephoto 
facilities required by the strategic, tactical, defense, and logistical 
support forces which are deployed on a worldwide basis. The estimate 
was developed on the basis of the base utilization and air defense 
programs which are in phase with the Air Force buildup during 
fiscal year 1955. 

The activities and funding requirements for the air attaché offices, 
air missions, and the international project will continue at the fiscal 
year 1954 level of operation. The fund request for the Headquarters, 
United States Air Force directed project is to provide for the continua- 
tion of classified activities which are closely monitored and controlled. 


APPEAL FROM HOUSE ACTION 


MAINTENANCE AND OPERATIONS, AiR ForcE 


(P. 4, line 18) 
1954 appropriation % coin eo~ ocininns ty Loy Ge COD 
1954 revised appropriation (( +) 0 or (—) transfers) ___- 3, 155, 000, 000 
1955 estimate 3, 655, 000, 000 
House committee___- 3, 402, 792, 000 
House floor ; 3, 402, 792, 000 
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(House hearings, p. 380) 


The Department of the Air Force requests the following amendment: 


PROPOSED AMENDMENT 


Page 26, line 14: Strike out “$3,402,792,000” and insert in lieu thereof 
“$3,577,275,000”, an increase of $174,483,000 over the House-approved amount 


7 oO 


and $77,725,000 below the estimate. 
EFFECT OF PROPOSED AMENDMENT 


Restore the following amounts for the purposes indicated below: 

1. Operation of aircraft, $85 million. 

(a) $50 million for the proc urement of aircraft spares and spare parts utilized 
in the maintenance of aircraft 

(b) $35 million for the purchase of fuels and oils utilized in the operation of 
aircraft. 

2. Organization, base and maintenance equipment, and supplies, $15 million 
for the procurement of vehicle supplies, marine supplies, and tires and tubes 
(other than aircraft 

3. Logistical support, $65,502,000 

(a) $65 million for depot level maintenance of aircraft. 

(6) $502,000 for unforeseeable repair and minor construction. 

Training support, $567,000. 

(a) $327,000 for unforeseeable major repairs and minor construction. 

(b) $240,000 for the payment of tuition for officers at civilian schools. 

5. Operational support, $3,115,000 for unforeseeable major repairs and minor 
construction. 

6. Research and test support, $2,299,000. 

(a) $2 million for the maintenance.and operation of research and test support 
facilities. 

(b) $299,000 for unforeseeable major repairs and minor construction. 

7. Servicewide support, $3 million. 

Sustain the House-approved reduction of $77,725,000 made as a result of the 
insertion of language in the bill permitting the utilization of foreign credits. 
(See title VIT, sec. 727, p. 45, line 22.) 


HOUSE COMMITTEE REPORT 


Except for mili tary pay and allowances this appropriation is the basic salaries 
and expenses or housekeeping account for the entire Air Force. ‘To provide for 
these expenses sical tée is recommending an appropriation of $3,402,792,000 which 
is $252,208,000 less than the budget estimates. The reductions made by the committee 
are explained in detail below but, except for the item relating to the utilization of 
foreien credits to a very large extent they result from the same general observations. 

‘Under the so-called program and performance-tvpe budget, as developed in the 
\ir Force, estimated requirements are based on cost factors and formulas which, for 
the most part are far too complex to be fully evaluated by the committee during 
a review of the budget estimates. However, insofar as it could be done an attempt 
was made to get at the basic facts in connection with the hearings on spare parts, 
fuel and oil, and aircraft overhauls. The results were not very satisfactory. 
Substantial increases over 1954 requirements could not be explained except by the 
statement that the estimates were the result of applving the factors and formulas 
to the projected fiving hour program. In one area the requested increase was 
about 60 percent whereas the projected flving hour program on which the estimate 
was based, was increased about 14 percent. It is tecognized that the newer 
planes are more costlv to operate, particularly jet planes. Nevertheless, it seems 
evident to the committee that the budget makers, as in the case of major procure- 
ment other than aircraft, had not caught up with the new approach in managing 
the Air Force. In other words, the cost factors and formulas used do not appear 
to reflect the new drive for efficiency and economy in Air Force operations. 

‘The overall average flying hours per aircraft per month has been estimated to 
increase in fiscal 1955 over 1954 by about 10 percent. However, the so-called 
housekeeping or administrative and special mission flving (exclusive of Military 
Air Transport Service) is expected to increase about 40 percent per aircraft per 
month. The committee certainly wants to provide the funds essential for flving 
training and the maintenance of combat readiness. However, it is difficult to 
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inderstand why much of the proposed increase in flying is necessary and why the 
cost increase is so disproportionate. Perhaps the answer lies in applying the 
question “Is this trip necessary?” a little more literally. 

“Specific changes made by the committee in the various budget programs 
were as follows: 

“Operatioe of aircraft: A reduction of $85 million was made in this program 
applied to the procurement of spares and spare parts in the amount of $50 million, 
and to the purchase of fuel and oil in the amount of $35 million. The requested 
increase for spares was over 60 percent more than estimated obligations for fiseal 
1954. The requested increase for fuel and oil was also over 34 percent. more than 
the latest projected obligations for 1954. The overall amount for the operation 
of aircraft after this reduction will still be over 30 percent greater than the amount 
it is estimated will be obligated for fiscal 1954. Under the reported increased 
efficieney and costs controls now in operation, this should be fully adequate. 

“Organization, base and maintenance equipment and supplies: A reduetion 
of $15 million was made in this program, applied to proposed procurement of 
vehicle supplies, marine supplies, and tires and tubes, on the basis that inventories 
of these items are already excessive. 

“Logistical support: A reduction of $65,502,000 was made in this program 
applied to estimated requirements for depot maintenance of aireraft in the 
amount of $65 million and to a project for unforeseeable major repairs and minor 
construction in the amount of $502,000. The amount requested for depot main- 
tenance would have provided $68.44 for each flying bour of each aireraft as 
compared with $54.46 aetual cost per flying hour per aircraft in fiscal 1953. The 
redueed amount will still provide $61.67 per flying hour or an inerease of 13 
percent over actual cost for 1953. Allowing for the reduction in 1955, the eom- 
parative amounts for each aircraft, in the active inventory as of the end of fiseal 
years 1953, 1954, and 1955, would be $26,105, $28,569, and $29,375 for each of 
those 3 years respectively. Here is a most evident example of how the budget 
makers and the new management approach is not in aecord. On the one hand 
the people supporting this item maintained that eosts were going up, while on 
the other hand management reports that a new svstem known as IRAN or 
‘Inspect and repair as necessary’ has been adopted which has reduced sueh 
maintenance costs substantially. The committee is certain that this does not 
result from any intent to misrepresent. Rather, it is just that the budget esti- 
mates were prepared in advance of adoption of the new repair policy. 

“Funds have been eliminated for all unforeseeable major repairs and minor 
construction projects on the basis that none of the so-called projects were justified 
on a specific item basis and therefore the projects were nothing more than an 
added econtingeney in each case. 

“Training support: A reduction of $567,000 was made in this program and 
applied by eliminating the $327,000 requested for an unforeseeable project. fer 
major repairs and minor construction, and by taking $240,000 from the amount 
requested for the pavment. of tuition for officers at civilian schools. 

“Operational support: A reduction of 83,115,000 was made in this program as 
a result of the elimination of a project for unforeseeable major repairs and, minor 
construction. 

“Research and test support: A reduetion of $2,299,000 was made in this pro- 
gram for the purpose of keeping operating costs at about the 1954 level and to 
eliminate a $299,000 project for unforeseeable major repairs and minor eonstruc- 
tion. 

“Servicewide support: A reduction of $3 million was made in this program to 
keep the estimated costs more nearly in line with inereased growth of the Air 
Force. 

“Unapplied to specifie programs: A reduction of $77,725,000 unapplied to 
any specific program was made as a result of language in the hill permitting the 
utilization of foreign credits.” 


JUSTIFICATLON OF PROPOSERD AMENDMENT 


1. Operation of aircraft 

(a) Atreraft mainienance spares, spare parts, and supplies—The proposed 
amendment will restore $50 million to this budget area. The amount requested 
for procurement of follow-on spare parts and supplies is required to permit an 
orderly phasing of procurement action in support of operational requirements as 
the Air Foree builds up toward the 137-wing goal, and to obtain mobilization re- 
serve materiel requirements neeessary to fulfill the military mission of the Air 
Force in event of an emergency. 
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By taking the basic approach in this area of comparing the total requirements 
for fiscal year 1955 with the estimated obligations for fiscal year 1954, the House 
committee report fails to take into account the circumstances that resulted in the 
reduced buying program in fiscal year 1954. The obligations in fiscal year 1954 
could be as low as they are only because of the application of existing inventories 
against the program. These inventories were available as a result of buying 
accomplished with prior year funds under programs which had been contemplated 
at that time. 

The fact that these inventories were available from previous procurement for 
our use during 1954 can be explained by a simple analogy. For instance, if a 
restaurant operator in contemplating a very busy season oraers a considerable 
supply of condiments to serve with certain tvpes of meats but the clientele’s 
consumption of these items does not materialize to the extent anticipated, he then 
can apply this inventory against requirements in a subsequent season; however, 
once these inventories are reduced the operator is faced again with a requirement 
for procurement action. 

This is exactly the situation in which the Air Force finds itself. Procurement 
programs in prior years were geared to attainment of higher goals over a shorter 
period of time and funds were appropriated and procurement accomplished to meet 
such a schedule. The flow of this procurement into the Air Force supply system 
and the concurrent revision in program goals permitted the Air Force to reduce 
procurement action during fiscal year 1954. 

The development of the fiscal year 1955 estimate results from examination of 
items required to support each type, model, and series of aircraft separately as 
they vary greatly in operating cost, utilization, function, and numbers from year 
to year. Therefore, a total flying-hour program cannot be used as a basis for 
comparison of 1 year’s operations with another without a detailed analysis of its 
composition. 

The amount requested for fiscal year 1955 is necessary for the procurement of 
aircraft spare parts and supplies during fiscal year 1955 in order to provide a 
balanced inventory of spare parts for maintenance and operation of aircraft of all 
types. 

If the Air Force is to have combat-ready aircraft available, and if an acceptable 
state of readiness is to be attained in all the flying elements required for the defense 
of the Nation, it is essential that these funds be restored. 

(b) Aircraft fuel and oil—The proposed amendment will restore $35 million to 
this budget area. The fiscal year 1955 request for funds for aircraft fuel and oil is 
greater than the estimated obligations for fiscal year 1954, because it directly 
reflects the dynamic nature of the Air Foree program. As the Air Force moves 
toward the attainment of a completely modernized 137-wing structure, increased 
numbers and additional models of new aircraft are continuously entering the 
activeinventory. It appears that these extensive variations in the type and model 
composition of the aircraft inventory were not fully appreciated by the House 
committee in their report. It is implied that the $35 million reduction was im- 
posed in order to bring fiscal year 1955 fund requirements more into line with an 
increased indicated by the overall percentage increase in flying hours. Such 
conclusions, drawn from purely summary totals are an overall factoring basis 
do not give recognition to the manner in which the Air Force computes its fund 
requirements for aircraft fuel and oil. 

In its report, the House committee stated a recognition of the fact “that the 
new planes are more costly to operate, particularly jet planes.’”’ In order to 
compensate accurately for such increased costs, the estimated fund requirement 
for aireraft fuel and oil is computed in minute detail. For a clear comprehension 
of this requirement, it must be understood that the flying hours programed for 
each individual aircraft model, by series, are multiplied by the latest available 
fuel consumption rates to determine the fuel quantity required. The aggregate 
quantity of each grade of fuel is then multiplied by the worldwide, standard unit 
price established by the Air Force stock fund to determine overall fund require- 
ments. The foregoing computation is supported by a wealth of documentation 
which has been subjected to numerous reviews without discovery of arithmetical 
error. 

In order to evaluate the budget request properly, it is necessary to go through 
the computation step by step as the Air Force has done, giving full recognition to 
shifts of aireraft, shifts in emphasis, crew training requirements, and all the other 
elements that influence the makeup of totals. 

The following illustration will demonstrate the effect that changes in the 
utilization of aircraft have on dollar requirements: 
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Fuel con- Fiscal year 1954 Fiscal year 1955 

sumption 

Aircraft model (rate gal- 
lons per Flying 

hour) hours 


Flying 


hours Total cost 


Total cost 


B-29 429 100 $9, 773 10 S077 
B-7E 1, 575 10 2,011 | 100 | 2, 114 


Total 110 Ll, 784 110 21, 001 


2. Organization, base and maintenance equipment and supplies 


A reduction of $15 million in this program was made against proposed procure- 
ment of vehicle supplies, marine supplies, and tires and tubes on the basis that 
inventories of these items are already excessive. 

The inventories of the above categories of supply cannot be used as a sole cri- 
terion for evaluating the fiscal year 1955 procurement requirement for such items. 
Air Force requirements for these items of supply were computed on an item by 
item basis with full consideration given not only to average consumption rates 
and Air Force operating programs to be supported, but also to all available 
on-hand and on-order inventory assets. 

Imposition of this reduction would lead to unbalanced inventories lacking in 
particular items required during the period of operation for which procurement 
is necessary. This could result in tactical items of equipment being in an inopera- 
tive condition due to lack of essential operating supplies. 


Logistical support 

(a) Depot maintenance.—The committee report does not recognize the fact 
that the Air Force in submitting the depot maintenance estimate in the amount 
of $657 million had already reduced its budget requirement to consider IRAN 
(inspect and repair as necessary) and other management improvements. In 
fact, the budget estimates are based upon the detailed operating programs, 
prepared by the operating agencies themselves, and thus automatically reflect the 
reduced costs resulting from improved management techniques. 

The committee reduction apparently is based on the noncomparability of flying- 
hour costs between fiscal years 1953, 19! 54, and 1955 coupled with a nonacce ee 
of the formulas utilized by the Air: Force in the development of this estimat: 

There are three basic programs utilized for the computation of requirements 
in this area. These are: (1) Active aircraft inventory—which constitutes 31 
percent of the fund requirements; (2) inactive aircraft inventory—1l percent; and 
(3) flying hours—65 percent. In addition, overhead is included con stituting 3 
percent of the fund requirement and is based on a combination of the preceding 
programs. 

Utilizing these three basis programs, requireme nts are computed in detail and 
any attempt to adjust this computed requirement by a percentage factor method 
developed for a single program such as total flying ‘hours or total active aircraft 
inventory, is invalid. The proposal to provide funds in fiscal year 1955 on the 
basis of an arbitrary overall unit cost per flying hour also does not take into con- 
sideration rising costs that are continuing to oecur. Full consideration must be 
given to increases in the costs of living, wages, material and supplies, and to related 
increases in contractual costs. In addition, ‘the preponderance of the flying hour 
program has been moving from the lighter type aircraft into the area of complex, 
heavier type fighter and bomber aircraft, with a corresponding increase in mainte- 
nance costs. 

The committee approach also disregards the additional maintenance workload 
attributable to the increased complexity of the aircraft, engines, and other related 
equipment. 

Imposition of the proposed reduction would necessitate reevaluation of overhaul 
eycle schedules, and might necessitate revisions which would result either in 
flying Air Force planes beyond reasonably acceptable periods or in grounding 
aircraft for lack of maintenance 

(b) Unforeseeable major repairs and minor construction.—The proposed amend- 
ment will restore $502,000 in this program for unforeseeable major repairs and 
minor construction. 

In the preparation of fiscal year 1955 budget estimates for major repairs and 
minor construction, the Air Force introduced a requirement for unforeseeable 
projects. This action represents a deviation from prior years’ practice and was 
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adopted as an improved management procedure to present a factual statement 
on the basis of the estimates. It represents the elimination of a substantive list 
of items which has always in part proved to be subject to major variations jy 
ultimate application of funds. Experience with prior years’ programs has demon- 
strated conclusively that it is not possible to foresee every project which will be 
required to carry out suecessfuly the missions of the Air Force. This condition 
is, in large measure, due to the face that basic estimates are prepared considerably 
in advance of the period in which funds are requred, i. e., approximately 12 to 24 
months During this period actions and decisions, both within and without the 
Air Force, operate to generate project requirements of an unforeseen Nature 
Examples of such factors include: 

(1) Aetions involving assignment of units or functions to interim logations 
pending availability of permanent bases: The redeployment of a troop earrier 
group from the Far East necessitated interim facilities at Larson Air Force Base. 
pending completion of facilities at the group’s permanent base. The jnterim 
facilities consisted of the relocation of temporary buildings for operations, supply, 
equipment storage, and access road and supporting utilities. 

(2) Technological improvements: Technological improvements at Cape Cana- 
veral necessitated erection of a rigid tower to serve as a mounting for the Mitchell 
attitude camera used in connection with missile testing. The tower was re- 
quired to eliminate the effect of shimmer or heat waves which were causing a 
loss of definition and resolving power of photographic data 

(3) Deeisions or actions by foreign governments, State and local govern- 
ments, or other agencies of the Federal Government: Pepperrell Air Force Base 
was advised shortly before the start of the school year that overcrowded condi- 
tions precluded further enrollment of Air Force dependents in the St. John’s, 
Newfoundland, public schools. This resulted in a requirement for expeditious 
provision of additional facilities for dependents’ schooling. 

(4) Improvements in methods and procedures: At Tinker Air Foree Base it 
became necessary to rearrange jet engine overhaul lines to provide a production 
capability of 38 engines per day on a single shift, 40-hour week. This work 
project consisted of providing an overhead parts pool space, space for overhaul 
line supervisors, conference and planning space, and rearranging of technical 
equipment. The nature and scope of work was determined as a result of a 
detailed engineering study which disclosed, among other things, that the parts 
pool function could be located most advantageously and efficiently above the 
overhaul lines. 

The amount included in fiscal vear 1955 estimates is based upon experience 
derived from prior-year programs. In the past it has been the practice to accom- 
modate these uniform requirements, as they arise, by deferring projects of a less- 
urgent nature. This has resulted in a disruption of project program planning, 
added administrative effort and the necessity of rejustification in the subsequent 
year of previously approved projects deferred on a priority basis. 

The House of Representatives, in acting upon fiseal year 1955 Department of 
Defense appropriations, eliminated the Air Force requirements for unforseeable 
projects presumably on the basis that they were not justified on a specific-item 
basis, and therefore constituted a contingency. The nature of this requirement 
does not permit justification on a specific-item basis as is the case with foreseeable 
projects. Such actions would have the effect of not recognizing in the mainte- 
nance-and-operations appropriation a decidedly valid requirement. It would 
introduce unacceptable delays in providing facilities where and when they are 
required 

The above justification applies equally to the requested restorations for similar 
adjustments made in training support, operational support, and research and 
test support programs in this appropriation. 


/ 


4. Training support 

(a) Unforseeable major repairs and minor construction.—The proposed amend- 
ment will restore $327,000 to this program for unforseeable major repairs and 
minor construction. Justification of this item was furnished previously under 
the caption “Logistical support.” 

(b) Payment of tuition for officers at civilian schools —The proposed amendment 
will restore $240,000 in this program and thus provide essential training of officers 
at civilian institutions 

The development of air power through scientific and technical advancement 
continucs to challenge military ingenuity as never before. It is of utmost im- 
portance that the technical competence of the Nation and that of its Air Force 
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personnel be maintained. The combat suce sss of the Ain Force lies in its ability 
to provide superior equipment and weapons and to educate its personnel not 
merely in the operation of new equipment and weapons, but more important, 

a full understanding of them so as to take complete advantage of their 
potentialities, 

In order to be up to date offensively and defensively, the Air Force has become 
a modern and industrial force of considerable magnitude. To administer this 
force effectively on an economical and efficient basis, it is important that the Air 
Force edueate its officers not only to meet the increasingly diffieult engineering 
problems but the associated problems of production, management, procurement, 
research, development, and supply and maintenance 

If these funds are not restored, the Air Foree will be required to reduce the 
programed input of officer personnel into civilian institutions from 2,835 to 2,669 
Inasmuch as training at civilian institutions is projected against specific job 
requirements and the proposed amendment represents a 6 percent reduction in 
this training program, the proposed amendment will have an adverse effect on 
the capability of the Air Force to administer its technical and industrial resources 


5. Operational support 

The proposed amendment will restore $3,115,000 to this program for unforsee- 
able major repairs and minor construction. Justification of this item was fur- 
nished previously under the caption “Logistical support 


6. Research and test supprrt 

(a) Maintenance and operation of research and lest-support fac*lities—The 
proposed amendment will restore $2 million in this program for the maintenance 
and operation of research and test-support facilities in keeping with the programed 
expansion during fiscal year 1955. 

The Air Force construction program has been providing an increased Air 
Force capability for research development and test. During fiscal vears 1951, 
1952, and 1953 the equivalent of an additional base (2,100,000 square feet) had 
been constructed and was in operation on the research, development, and test 
installations of the Air Foree. An additional 2 million square feet of space is 
authorized and funded for construction during fiscal year 1954 and first half of 
fiscal year 1955. The operation of these new facilities and their installed equip- 
ment and the maintenance of all facilities and equipment at a minimum operating 
level necessitates an increase in support funds above the fiscal year 1954 level 
The inereased requirement for electricity to operate the newly constructed 
components of the Arnold Engineering Development Center is an example of 
the increased support necessary. During fiscal year 1955, fund requirements 
for electricity at this center will increase a million dollars above the fiseal year 
1954 operating level. 

Many of the new testing facilities have been and are being built in isolated and 
extended areas. The programed exvansion of the Air Force Missile Test Center 
during fiscal year 1955 in support of the long-range guided-missile program is an 
example of the increasing area of operation requiring support. 

The necessary support for the research and development program of the Air 
Force indicates a continued expansion of requirements for some time to come. 
The level of funds in this budget program cannot be stabilized until after the 
facilities and equipment to be supported are in place and the ultimate level of 
operation has been reached. 

(b) Unforeseeable major repairs and minor construction.—The proposed amend- 
ment will restore $299,000 to this program for unforeseeable major repairs and 
minor construction. Justification of this item was furnished previously under 
the caption ‘Logistical Support.” 


Servicewide support 

The proposed amendment which would restore $3 million to this program will 
enable the Air Force to provide, consistent with programed buildup, the essential 
command planning, management, and control over expanded Air Force resources 
to secure the required leased communication facilities necessary for effectiveness 
of our strategic, tactical, defense and support forces; and, to maintain and operate 
certain servicewide activities. 

The area contributing primarily to the increased program requirement is com- 
mercial communications which is directly related to the Air Force buildup. Thx 
estimate is in phase with the base utilization and aircraft control and warning pro- 
grams and provides for leasing of communication facilities required for contro] 
of Strategic Air Command aircraft; transmission of weather and flight control 


44901 54 20 
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data; integrated communications system between Air Force bases worldwide; 
security handling of intelligence data; and, operation of air defense systems 
required for this country and for our forces wherever deployed. 
8. Unapplied to specific programs 

A reduction of $77,725,000 not applied to any specific program was made as 
a result of language in the bill permitting the utilization of foreign credits. The 
Air Force is not requesting restoration of this rediction upon the assumption 
that the language of the bill will be enacted permitting the utilization of foreign 
credits without specific appropriation therefor. Should the proposed language 
be altered to restrict their use, restoration of the $77,725,000 would be necessary. 


NEW YORK OFFICE RENTAL 


Senator Fercuson. General Asensio, it has come to my attention 
that as of March 30 of this year the Air Force was contemplating the 
rental of office space in New York at an annual cost of $1,250,000 
despite the fact that there is space available in Brooklyn Navy Yard 
to meet all Air Force needs. 

The committee does not know what the final determination in this 
matter was and would appreciate a statement for the record setting 
forth these facts. 

General Asensto. That will be provided, sir. I am not now con- 
versant with the details of the transaction. 

Senator Fercuson. You will get that and place it in the record? 

General Asensio. Yes, sir. 

(The statement referred to follows:) 


The Air Foree currently occupies approximately 112,000 square feet of General 
Services Administration leased office space in the New York City area, at a total 
annual rental of approximately $174,000. The total estimated annual rental for general 
purpose space utilized by all Department of Defense activities in the New York 
City area as of December 31, 1953, amounted to an annual réntal of $1,347,095. 
Neither the Department of Defense nor the Air Force currently has any plans 
under consideration to acquire additional office space in that area which would 
increase the total amount of leased space now utilized, nor is there any plan 
under consideration that would increase the rental by $1,250,000 per annum. 

The Department of Defense is currently making a study of the requirements 
for leased space in the New York area and intends to make full utilization of all 
space available at the naval supply activity in Brooklyn, either by conversion to 
administrative space or for warehousing purposes. During the present study 
it became apparent that the Navy and Army could use the entire 734,000 gross 
square feet available at the naval supply activity in Brooklyn by relocating facili- 
ties now occupying leased space in that area. Until such time as a firm deter- 
mination is made as to the actual space requirements for those two services in the 
Government-owned space at Brooklyn, no action is contemplated by the Air 
Force with respect to relocating leased facilities in the New York City area. In 
this connection, 4 of the 5 locations the Air Force now utilizes in the New York 
City area are occupied by Reserve activities which are dependent upon volun- 
teers. It is, therefore, incumbent upon the Air Force to locate these activities 
in those areas where such volunteers are willing to assemble. 


ACCOUNTING AND CONTROL OF SPARE PARTS 


Senator Fereuson. This committee has been informed in the past 
that the Air Force is continually faced with the problems of accounting 
for and controlling very large stocks of spare parts and supplies. 
Could you tell us what has been accomplished during the past year 
to bring about better accounting and control of these assets? 

General Asensto. During the past several years, the Air Force has 
concentrated on improving the existing systems and developing and 
testing new procedures for better accounting and control of spare 
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parts and supplies. Analytical studies established that approximately 
60 percent of the total dollars expended for initial operations were for 
items contributing only 2 to 3 percent of the total number of items 
in our inventory. These findings resulted in the establishment of an 
inventory control system which classifies items into high-cost, medium- 
cost, and low-cost categories. The objective of this new system is to 
concentrate control on approximately 16,000 items which constitute 
the major dollar expenditures for materiel. Emphasis of management 
is being placed on high-cost items, those which may cost from $500 
to $250,000 each. Procuring and stocking a minimum number of 
high-cost items can save millions of dollars. The initial application of 
this type item control was service-tested on the B-47 airframe spares. 
The concept is now being expanded to other classes. Instructions 
have been issued for a phased implementation of all other classes of 
property to be completed by October 1, 1954. Several classes have 
already been completed as of this date. 

After a thorough study of inventory-control methods in industry, 
a phased program for monetary inventory control was developed, the 
first and second phases of which were tested and installed in all depots 
in the United States during 1953 and 1954. Monetary inventory 
control for base stocks, which was tested in 1953, has also been in- 
stalled en all Air Force bases, worldwide. It is contemplated that 
installation of the system at overseas depots will be accomplished 
during 1954 and 1955. 


FUEL AND OIL PROCUREMENT 


Senator Fercuson. How does the Air Force obtain the large quan- 
tity of fuel and oil that is required each year and what assurance is 
there that the best possible price is secured? 

General Asensto. The Air Force obtains its requirements of fuel 
and oil each year by purchase on contracts let by a joint agency known 
as the Armed Service Petroleum Purchasing Agency which buys all 
the requirements of all three military services. These purchases are 
made predominantly on the basis of invitations for bid, and the bids 
are awarded to the lowest bidder. ASPPA maintains a list of about 
1,400 qualified bidders who are solicited for the various Air Force 
requirements. 

POLICY ON AIRCRAFT OVERHAUL 


Senator Ferauson. During the past 2 fiscal years, the Air Force 
has substantially increased the amount of contractual overhaul of 
aircraft, engines, and major components such as electronic equipment. 
What is the police: y of the Air Force in regard to determining how much 
of this work will be done by comme reial contractors and how much 
by Air Force depots? What are the relative merits of these two 
methods in terms of cost and quality of product? 

General Asensio. Air Force policy provides that both Air Force 
depots and commercial industry will be employed in accomplishing 
depot maintenance. Specifically, the policy is as follows: 

(a) Workloads will be sc heduled into the ‘depot maintenance system 
to the maximum extent possible within the Tauietiens imposed by 
efficient and economical utilization of depot maintenance facilities on 
a 1 shift, 40-hour-week basis. In scheduling depot maintenance into 
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Air Force depots preference will be given those work projects which 
will contribute most to a full technical capability in the event of a 
national emergency. 

(b) Workloads in excess of this single shift depot maintenance ca- 
pacity will be contracted to industry. In contracting workloads to 
industry, consideration will be given to the following: 

(1) The use of prime manufacturers for accomplishment of enalyti- 
cal contracts. 

(2) The use of prime manufacturers when considered advisable and 
when such use is in consonance with thei schedules for production 
of manufactured items. 

(3) The use of commercial maintenance contractors to supplement 
accomplishment of depot maintenance of items having commercial 
counterparts, such as aircraft and aircraft engines common to the 
Air Force and to commercial airlines ,boats, office equipment, and 
so forth. 

The merit of the above policy is basically threefold: First, it retains 
integral Air Force depot maintenance facilities at a modest level 
both from the standpoint of construction and from the standpoint of 
personnel manning; secondly, it provides for industry participation, 
utilizing personnel, tooling, and facilities which are surplus to new 
production requirements; and thirdly, it provides a feedback to the 
prime manufacturer of technical difficulties encountered in the design 
of his equipmert which provides for expeditious correction. 

In terms of direct costs, we have found that wherever comparable 
workloads exists, comparable direct costs are found in both Air Force 
depots and commercial contractor facilities. The man-hours required 
to accomplish maintenance by contractual means is essentially the 
same as the man-hours required to accomplish the work in Air Force 
depots. There are differences in costs, however, these differences must 
be related to the application of overhead costs and profits by the con- 
tractor. The contractor’s overhead considers such costs as taxes on 
real property, amortization of investment in tools and facilities, 
depreciation of plant and equipment, and similar costs which are not 
included in government practice. 

The intensive Air Force inspection system insures quality of the 
product whether performed by depot or by contractor. A con- 
tractor is required to adhere to specifications established by the Air 
Force. The specifications provide for the inspection to be performed 
under Air Force standards, and insures the acceptability of the product 
by physical inspection by Air Force representatives. 


ORGANIZATION EQUIPMENT REQUIREMENTS 


Senator Fereuson. Each year the Air Force requests large sums 
of money for organizational equipment. How are these require- 
ments determined? 

General Asensro. Organizational equipment items are controlled 
by an equipment authorization system which tailors the equipment 
requirements of each organization to its specific mission, assigned 
personnel, and geographical deployment. The system further pro- 
vides for minute examination of each organization’s equipment re- 
quirement at suecessive echelons of command to insure that equipment 
authorized is proper and is the minimum required to perform the 
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assigned mission. Equipment requirements so developed are pro- 
jected against applicable Air Force programs, such as troop program 
(organizations and personnel), projected aircraft inventory and unit 
equipment, base utilization and unit deployment, for the budget 
period being considered. Wear-out rates, stock levels, and individual 
lead times are considered in each individual case. This represents 
a gross requirement from which all available assets are deducted, to 
establish the net budget requirement for this category of equipment. 


LOCAL PURCHASE PLAN 


Senator Frrevson. Last year the Air Force told the committee 
about the expanded local purchase plan for commercial items where 
the base commander buys locally what he needs. How many items 
fall into this category, and what has your experience been so far? 
Do you believe that is the most economical way to purchase com- 
mercial off-the-shelf type items? 

General Asensio. Since last year, we have expanded our local pur- 
chase plan for commercial items considerably. Prior to fiscal year 
1954, the Air Force obtained approximately 75,000 items through 
local purchase at the base level. In fiscal year 1954, an additional 
15, 000 items were added to this list and we plan to increase this by 
38,000 items in fiscal year 1955, bringing the total to approximately 
128, 000 items being procured through local purchase. 

The Air Force has increased the economy of its supply operations 
by the expansion of its local purchase system. Substantial savings 
are expected from the implementation of this system in that the costs 
of supply operation related to central procurement and wholesale 
distribution within the military system have been eliminated; a large 
inventory investment is no longer necessary; reshipping costs are 
saved; and manpower and facility requirements for these functions 
have been reduced. 

Senator Ferauson. Why can’t the Air Force restrict depot stocks 
and supplies and materials by eliminating items that can be purchased 
off-the-shelf? 

General Asensio. The Air Force is taking positive action to elimi- 
nate depot stocks on those items which can be purchased off-the-shelf. 
Our policy is to decentralize procurement of common, commercial- 
type items which are available through either General Services Ad- 
ministration, commercial distribution systems (Federal supply sched- 
ules), or by off-the-shelf purchase whenever such decentralization will 
be more economical to the Government. This is commonly referred 
to as the local purchase policy. 

Prior to fiscal year 1954, the Air Force obtained approximately 
75,000 items through local purchase at the base level. During fiscal 
year 1954, an additional 15 ,000 items were approved for local pur- 
chase and we plan to place an additional 38,000 items in this category 
during fiscal year 1955. In consonance with our policy, depot stocks 
on these items will not be maintained. Current depot stocks of these 
items will be depleted through shipments to satisfy base requirements. 
These stocks will be exhausted prior to effecting any procurement 
action at the base level. 
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EXAMPLES OF SAVINGS 


Senator Ferguson. Under your depot maintenance program, men- 
tion has been made of improved management and operating tech- 
niques developed by the Air Force. The committee is always in- 
terested in improvements, particularly if such improvements will 
produce a better product and at the same time effect savings. Can 
you cite a few examples? 

General Asensio. I would like to cite three outstanding examples 
of management improvements that have been effected, the results of 
which are reflected in the fiscal year 1955 estimates. They are: 

(a) Inspection and repair as necessary (IRAN) concept in the over- 
haul of aircraft and major items of equipment. Under this program, 
the Air Force performs only that work which is considered necessary, 
thereby saving many of the supplies and much of the manpower 
previously required for bringing an aircraft to an as-new condition. 
The aircraft is put into condition which will permit it to perform its 
mission efficiently and safely until the next reconditioning cycle. 
Components and equipment are now repaired to the maximum 
extent instead of being replaced. Information accumulated between 
July and December 1953, indicates that aireraft, under the IRAN 
concept, were requiring an average of 28.4 percent less time in depot- 
type facilities, and an average of 30 percent less man-hour expendi- 
ture per aircraft. This experience when projected against the air- 
craft maintenance portion of the fiscal year 1955 program resulted 
in a budget estimate which is approximately $86.5 million less than 
the total dollars which would have been required to accomplish the 
same amount of aircraft maintenance under the old concept. 

(6) “Bench check’’ is a functional inspection at the using level of 
items of equipment in a reparable status. This method of inspection 
at the using location, in lieu of sending equipment items back to a 
central source, avoids handling and shipping charges, damage incurred 
in handling an-:! shipping, and maintenance of serviceable stock items. 
Reports from our depots show that of 4,484,401 equipment items 
screened thus far, 16 percent of these items were found serviceable 
and not requiring overhaul; 3 percent required minor repair; and 68 
percent required overhaul. As a result of this program a reduction 
in dollar requirements of approximately $23 million has been reflected 
in the fiscal year 1955 estimates. 

(c) The jet engine minor repair program has considerably reduced 
the requirements for complete overhaul of the jet engine. Due to 
the design of the engine, it is possible to partially tear down the engine 
at field installations, replace certain worn parts and return the engine 
to use at the base. By this method the useful life of the engines is 
increased, in terms of operating life between complete depot overhauls. 
A direct reduction of approximately $6.7 million in dollar require- 
ments for this project area, as a result of the installation of this pro- 
gram, has been reflected in the fiscal year 1955 budget estimate. 


DEPOT SUPPLY OPERATIONS 


Senator Ferauson. What management improvements have been 
accomplished during the current fiscal year by the Air Force that have 
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reduced the fiscal year 1955 depot supply operations man-year require- 
ments? 

General Asensto. The computed depot supply manpower estimate 
was reduced 4,584 man-years as a direct result of anticipated manage- 
ment improvements. Specifically these are: 

The expanded local purchase program: Through greater implemen- 
tation of the policy of local procurement of commercial-type items at 
the base or using level, it is estimated that a decrease will be effected 
in the depot supply workload sufficient to warrant a reduction of the 
fiscal year 1955 computed requirement in the amount of 1,553 
man-years of labor. 

The cost categorization program: This program places greater pro 
cedural and management emphasis on high cost items, and lessens the 
degree of control on the low cost items. It is anticipated this will 
result in a net reduction of 1,688 man-years below the computed 
quirement for depot supply operations. 

Project bench check: This program involves an intensive mainte- 
nance testing or bench checking of items at the base level prior to re- 
turning them to the depot maintenance activities for repair. It is 
anticipated that this will reduce the flow of reparable items from the 
bases to the depots and will result in a reduction in the estimated depot 
workload and savings in the manpower requirement in the amount of 
974 man-years. 

Mechanized systems: The installation of mechanical conveyor sys- 
tems is expected to result in a manpower savings in the amount of 3¢ 
man-years of labor. 

Senator Ferauson. A considerable number of dollars has been 
appropriated to the Air Force during the past several fiscal years for 
studies to improve depot supply operations. What accomplishments 
have been made to date in terms of dollars saved? 

General Asensto. The funds appropriated in the past for studies to 
improve depot supply operations have resulted primarily in savings 
in the materiel area, Typical of the areas in which packaging studies 
have resulted in reduced requirements and more effective utilization 
are the following: 

Preparation of specifications for packaging aircraft control sur 
faces: This project includes the development of a package which 
consists of an interior and exterior container. The interior container 
is a crate for air shipment and the exterior container is a box for surface 
shipments. This new package has been developed for 68 aircraft 
surfaces to date and costs approximately 33 percent less than the old 
package, in addition to the savings effected through reduction in 
volume and weight of the package. It is estimated that this project 
will result in a reduction of requirements of approximately $200,000 
annually. Although reduced requirements in packaging costs are 
appreciable, even greater reductions result through the decline in 
damaged shipments brought about by these improved methods. 

Packaging of Strategic Air Command and Tactical Air Command 

organizational and tactical equipment for increased mobility: This 
project has resulted in the development of containers for groups of 
items which are used in the same area, functionally; for example, 
essential unit equipment needed to set up a motor vehicle repair 
shop would be shipped in a designated series of containers. Reduced 
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requirements resulting from reductions in weight are expected to be 
over $200,000 annually. Intangible reductions in requirements also 
result through increased logistic and tactical efficiency. 

Improvement and standardization of packing materials and meth- 
ods: This project involves the preparation of electrical accounting 
mechine records to provide references to detailed packaging informa- 
tion for draying, bills of materials, and step-by-step instructions, as 
well as the development of that information. The project is now 
40 percent completed and will be finished in fiscal year 1955. It will 
cover virtually all items in the current Air Force inventory. Through 
this mechanized coding system, it is estimated that the following 
reduced requirements will result: Reduction in labor costs, $75,000; 
elimination of overpacking (1 percent of 1953 material costs), $660,000; 
50 percent reduction in loss due to damaged shipments (based on 1953 
loss experience), $150,000. 


TECHNICAL TRAINING 


Senator Frercuson. In view of the increasing complexity of the 
aircraft and other equipments used by the Air Force, what plans does 
the Air Force have to keep pace from a technical training standpoint? 
What is the situation today and what do you anticipate it to be in the 
future? 

General Asensto. The Air Force has plans to identify the quality 
and quantity of personnel skills required to operate and maintain 
new aireraft and other equipment while this equipment is in the 
design, or at the latest, the prototype test stage. This determination 
of quality and quantity of skills required to support the prototype 
aircraft will be made at a much earlier date than heretofore was 
possible. These skill determinations provide data for the training of 
the personnel to support the prototype testing and the same data are 
used to develop the training plan when and if it is decided that the 
aircraft will be accepted as a weapon. 

When a new aircraft is accepted as a weapon, the new plans direct 
that the acquisition of all components, including trained personnel, 
be adjusted to the longest lead time item. All actions necessary to 
achieve a complete weapon system by a programed date will be identi- 
fied and scheduled. This is called weapon-system phasing. It is 
intended that this phasing includes improving the correlation of all 
training efforts and capabilities in order to insure the correct number of 
properly trained personnel being available when and where required. 
The concepts as to the means of training the technical personnel are 
one or a combination of the following: Special formal transition training 
of skilled and supervisor personnel at the manufacturer’s plant or 
within the Air Force; special on-the-job training transition package 
courses for use of the semiskilled and higher skilled personnel; mobile 
training units, which bring the classroom and training equipment to 
the unit to transition semiskilled and higher skilled personnel; and the 
channelized training of new airmen on the specific weapon during the 
last few weeks of basic formal technical training courses. 'Weapon- 
system phasing is also intended to insure the timely acquisition of the 
necessary test-equipment tools, spaces, and technical orders for trained 
personnel to do their job. In addition, the weapon-system phasing 
concept makes provisions for the acquisition of training equipment 
which is required to support the training program. 
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Plans have also been formulated to improve the technical training 
of personnel who work on highly complex equipment that is not 
directly related to a new weapon. The production of these necessary 
skills is accomplished by one or more of the means described above 
In addition, the contract technical instructor is used to train these 
skills in the unit. 

SKILL CLASSIFICATIONS 


All airmen are classified at 1 of 4 levels of skill: i. e., helper (begin- 
ner), semiskilled, skilled, and supervisor or technician. Some semi- 
skiJed airmen are produced by on-the-job training and others by 
the basic formal technical schools; all semiskilled airmen progress 
to the fully skilled level through on-the-job training and most of the 
supervisors or technicians achieve their skills in the same manner. 
On-the-job training package courses are being prepared to assist 
in this major training effort. In connection with the on-the-job 
training from the semiskilled to the skilled level, the Air Force has 
found that this is accomplished much more rapidly if the man stays 
on a specific job. This is particularly true if the airman has been 
channelized on specific equipment in the basic formal technical 
course. Therefore, within the limits imposed by oversea rotational 
requirements, personnel are being stabilized in their assignment 
until the job is thoroughly Jearned. 

Plans are being formulated to simplify the terminology used in the 
technical orders to assure comprehension by average operator and 
maintenance personnel, with a resultant improved maintenance of the 
equipment. An ancillary product of this simplification will be an 
improved medium of self-instruction. 


TROUBLE AREAS 


The Air Force, in general, is presently capable of handling complex 
aircraft and other equipment presently used with some minor isolated 
trouble areas. Trouble areas, when developed, are corrected by 
assisting the using commands, generally in the form of special training 
for the command’s personnel. However, the Air Force anticipates 
considerable difficulty in acquiring the necessary skills to maintain 
Air Force equipment in the future because of the falling off of the 
reenlistment rate. Actions being taken to increase the reenlistment 
rate have been explained to this committee. 

Finally, plans are being developed to engineer new weapons and 
equipment in such a manner that personnel with average aptitudes 
can be trained to operate and maintain such equipment in a reasonable 
period of time. 


CONTRACTOR OPERATED TRAINING INSTALLATIONS 


Senator Ferauson. Would you explain how the requirements for 
contractor-operated training installations are developed? How does 
the graduate of a contract operated flying school compare with a 
graduate in an Air Force operated school? 

General Asznsio. The development of requirements for civilian 
contract primary schools is predicated on future overall pilot training 
rates, which result from a forecast of needs for trained pilots. The 
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number of students required to implement and maintain a training 
rate is determined on the basis of experience factors, one of which is 
attrition of students during all phases of pilot training instruction. 
Determination as to the actual number of schools required is based 
further on the number of students that can be trained efficiently from 
an administrative standpoint at any one location, after giving full 
consideration to the important factors of flight safety and air traffic 
saturation. 

Original cost estimates for contract schools were based on surveys 
made with the assistance of civilian and other governmental organiza- 
tions familiar with this type of training. Costs included preparation 
and upkeep of facilities, maintenance of equipment, instructor pay 
and other expenses normally associated with day-to-day operation, 
plus a fee related to programed hours of instruction which the con- 
tractor is scheduled to accomplish. Subsequent estimates reflect- 
these costs which have been adjusted in the light of operating experi- 
ence and changes in the Air Force pilot training program. 

The civilian contract primary school system used in World War II 
was reinstituted after the beginning of hostilities in Korea. This 
action provided a satisfactory means of expanding the primary pilot 
training program and at the same time permitted Air Force schools 
and personnel previously engaged in primary pilot training to be used 
to accommodate an expansion of basie and advanced flying training 
programs. ‘The Air Force has currently in operation, 9 civilian con- 
tract primary flying schools. 

The USAF ceased entering students into the one military operated 
primary pilot school kept open during Korean hostilities in January 
1954. Since that date, all new students have been entered into 
civilian contract flying schools. However, when both military 
primary and civilian contract primary schools were in simultaneous 
operation, quality contro! of training at both types of schools was 
exercised by USAF supervisory personnel having equal qualifications; 
common standards, procedures and equipment were employed at 
both types of schools. “ Under these conditions, the students entering 
basic flying training from both types of primary schools were of 
practically identical proficiency. 


EMPLOYMENT OF FOREIGN PERSONNEL 


Senator Frerauson. You have explained the Air Force program 
which calls for the employment of foreign indigenous personnel in 
lieu of military personnel. Apparently this is the first time this pro- 
gram has been presented. How much is included in this year’s esti- 
mate for this purpose and will it be a continuing requirement? What 
happens when free deutschemarks are no longer available from 
Germany? 

Mr. Wurre. Under project ‘‘Native Son” it is anticipated that we 
will have employed approximately 20,000 foreign indigenous personnel 
by the end of fiscal year 1954 and that this number will increase to 
approximately 31,300 by the end of fiscal vear 1955. It is also esti- 
mated that. by the end of fiscal year 1955, as a result of this program, 
the Air Force will recover approximately 43,000 military spaces which 
will be used to expand the combat forces. Pay for the indigenous 
personnel to be used in this program during fiscal year 1955 is esti- 
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mated at $31,237,000, of which, however, approximately $12,987,000 
will be provided by the Federal Republic of Germany and the Be rlin 
Magistrate at no cost to the United States. 

The requirement for foreign indigenous personnel for substitution 
of military personnel will continue as long as Air Force commitments 
in overseas areas continue, and as long as it continued to be more 
economical] to do so without adverse effect upon national defense. 

When the Air Force no longer has authority to receive certain 
services from the Federal Republic of Germany and the Berlin Magis- 
trate it will then be necessary to obtain appropriated funds to pay 
German personnel, as well as for other services which are now provided 
without the use of appropriated funds. 


OBSOLETE ITEMS 


Senator Ferguson. Don’t you have a lot of obsolete items in your 
inventories which could be disposed of? 

General Asensio. For purpose of clarity, a distinction should be 
made between obsolete items and those classified as excess. An 
obsolete item by Air Force definition is an item which is no longer 
in use within the Air Force, whereas an excess item may have use 
but the total quantity on hand is greater than the foreseeable require- 
ment. As for obsolete items a standard procedure has long been in 
existence for disposal, therefore, quantities of obsolete items on hand 
at any one time should be negligible. With respect to excess items, 
progress in the program can be measured in terms of tonnages of 
excess materials disposed of. During fiscal year 1953, the Air Force 
dispositions of excess materials totaled 362,640 tons. During fiscal 
year 1954, a total of 268,200 tons have been disposed of in the first 7 
months of the vear, and it is estimated that a total of 460,000 tons 
will be disposed of for the entire year. As a result of the implementa- 
tion of this program, the Air Force has divested itself of a substantial 
portion of its excess items. 

Senator Frrauson. What assurance can you give us that you are 
not disposing of usable material that will be needed again within a 
short period of time? 

General Asensio. Each item of Air Force property has one control 
point. This is called the “prime depot.’ This control point has 
the responsibility for worldwide Air Force requirements determina- 
tion, distribution, and stock management. Before a usable item 
becomes eligible for disposal as excess, it is matched against current 
and future Air Force needs. Before the prime depot authorizes dis- 
posal of a usable item, all known requirements; peacetime Air Force, 
mobilization requirements, MDAP, and so forth, which are meticu- 
lously computed on an item-by-item basis, are reviewed and only 
those quantities surplus to these needs are disposed of. In this 
manner those items which are needed are retained and those for 
which no foreseeable requirement exists are disposed of. 


COMMERCIAL AIR TRANSPORTATION 


Senator Frereuson. What is the purpose of the funds requested 
for commercial air transportation? 

General Asrensio. These funds will be used to procure commercial 
airlift for the Department of Defense which is over and above the 
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military capability of the Military Air Transport Service. Military 
Air Transport Service is required to satisfy the minimum essential 
airlift requirements to overseas commands and to provide airlift by 
military aircraft to assist in the rotation of Strategic Air Command 
units to and from overseas areas. The funds requested cover our 
estimate of the difference between minimum essential requirements 
plus Strategic Air Command rotations and the Military Air Transport 
Service military capability. 


TRANSFER OF PATIENTS TO VA 


Senator Fercuson. How many of the so-called long-term AF pa- 
tients have been transferred to Veterans’ Administration hospitals 
during the past fiscal year and approximately how many will be trans- 
ferred during fiscal year 1955? 

General Asrensio. During fiscal year 1953 the Air Force transferred 
716 long-term patients to Veterans’ Administrations hospitals. It is 
estimated that similar long-term patient transfers during fiscal years 
1954 and 1955 will be 737 and 720, respectively. 


GROUND OBSERVER CORPS PROGRAM 


Senator Ferguson. The Ground Observer Corps program has re- 
ceived a lot of publicity of late principally designed to attract the 
volunteers required to man the observer post. What success has the 
Air Force had and what inducements are offered to attract and main- 
tain the large number of personnel needed to operate the program? 

General Asensio. The USAF has had fair success. The recruiting 


campaign to obtain volunteers for the Ground Observer Corps has 
resulted in a slow but steady gain in enrollments. As of April 30, 
1954, 348,073 volunteers were enrolled as compared to 276,963 on 
April 30, 1953, an increase of 71,110. Of more significant note, how- 
ever, is the increase in the number of active GOC observation posts 
in the Skywatch area from 2,701 to 4,235. The increased coverage 
provided by these new observation posts adds much to the GOC’s 
contribution to the defense of the United States against air attack. 

The inducements in effect for the Ground Observer Corps are per- 
sonal in nature and consist of the following: 

a. GOC wings (awarded upon completion of training). 

Training certificate (awarded to indicate training received). 

c. Supervisor’s certificate (awarded to supervisory personnel). 

d. Service badge and hour bars (awarded after 250 hours of volun- 
oe duty, with an hour bar award for each subsequent: 250 hours). 

Meritorious service award (certificate awarded at 250 hours, then 
at "500, 1,000, and each subsequent 1,000 hours). 

f. Distinguished achievement award (for distinguished service to 
the GOC and the Air Force). 

Since very few inducements are available, enrollment in the GOC 
must depend upon such factors as patriotism, community spirit, and 
endeavors of various organizations. 

The dollar cost of the Ground Observer Corps is well justified since 
the corps provides an in-being ground observer net capable of expand- 
ing rapidly in the event of an emergency and which plays a very im- 
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portant part in filling the gaps in the present radar coverage. Ob- 
servation posts in this net are in full time operation in only the critical 
area, designated as “Skywatch,” with activities in the standby area 
limited to the training necessary to insure an immediate capability 
when required. In the event of any emergency, the existing facilities 
would be available with a nucleus of well-trained volunteers to operate 
on an around-the-clock basis, using the additional volunteers who 
would offer their serviees much more readily during such emergencies. 


JETTISONABLE FUEL TANKS 


Senator Ferauson. I have before me a memorandum prepared by 
the investigative staff of the Senate Committee on Appropriations, 
concerning the procurement, preservation and packaging of jettison- 
able fuel tanks by the Air Force. 

I shall include this statement at this point in the record. 

(The memorandum referred to follows:) 


PROCUREMENT, PRESERVATION, AND PACKAGING OF JETTISONABLE Furt TANKS 
BY THE Unrrep States Arr Force 


This is to apprise the committee of certain information regarding the procure- 
ment, preservation, and packaging of fuel tanks by the United States Air Force. 
This information was made available to the Investigations Division by the Office 
of Investigations of the General Accounting Office. 

The investigation was initiated by GAO on the basis of information to the 
effect that the United States Air Force was in the process of purchasing large 
quantities of jettisonable fuel tanks for aircraft. These tanks were to be crated 
for a minimum storage of 2 years. The crating was so inadequate that some of 
the tanks corroded and it was necessary to refurbish and recrate these tanks at 
additional cost to the Government. The findings of the General Accounting 
Office are as follows: 

‘The United States Air Force purchased 260,924 crated jettisonable aircraft 
fuel tanks valued from $120 to $1,400 each for one basic purpose—to provide 
tanks when needed in a ready-for-use condition, domestically and abroad. 

‘*Proper and adequate packaging for long-term outside storage was an important 
factor In maintaining this objective during the Korean conflict or for future 
emergencies. 

“Information made available by the Air Force from domestic and overseas 
depots reveals that, although crated according to Air Force specifications, thou- 
sands of tanks were so inadequately packed that they were corroded and punc- 
tured, or contained sand and water and consequently were unusable. 

“$1,319,000 was spent by 3 domestic depots to rehabilitate and recrate the 
tanks. An undetermined expenditure has been made, in both labor and dollars, 
ai overseas depots for the same purpose. 

‘‘Proeurement continued long after domestic and overseas depots notified 
AMC that tanks were being received in a damaged condition because of inade- 
quate packaging and the Deputy Chief of Staff, Materiel, had requested the Air 
Materiel Command to review current and future contracts to determine that 
adequate packaging criteria were prescribed. 

“The Air Force procedure, under which specifications and regulations for 
packing and preserving the tanks are prescribed, has resulted in confusion and 
avoidance of responsibility on the part of Wright Aeronautical Development 
Center, Air Materiel Command, and Sacramento air materiel area, McClellan 
Air Force Base, and in diffusion of effort, loss of efficiency, and waste of money 
and labor. 

“The root of the problem is the indecision and failure over a long period of time 
to fix the responsibility and coordinate the effort and procedures of the Air 
Materiel Command, Wright Aeronautical Development Center, and Sacramento 
air materiel area, McClellan Air Force Base, to develop jadequate packing 
specifications for the tanks so that the basic purpose of their use could be fulfilled.”’ 
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AIR FORCE ORGANIZATIONS OR PROGRAMS INVOLVED 


1. The Strategic Materiel Reserve Program 
Air Materiel Command (Wright-Patterson Air Force Base) 
Air Research and Development Command 
Wright Aeronautical Development Center 
Sacramento (Calif.) Air Materiel Command (McClellan Air Force’ Base) 
Depots: 
(a) Newark Transportation Control Depot, Newark, N. J. 
(6) McCleilan Air Foree Base, Sacramento, Calif. 
(c) Gadsden Air Force Base, Gadsden, Ala. 


STORAGE OF TANKS 


Senator Fercuson. Was it known or envisaged that these crated 
tanks might be stored outside? 

General Asensto. It was contemplated that these tanks might be 
stored outside, in view of the lack of sufficient covered storage facil- 
ities in many installations, particularly those at overseas areas. 
Initially, primary emphasis wes placed on protection against damage 
during shipment, and specifications differed for overseas and domestic 
packaging. Later experience, particularly from overseas areas, in- 
dicated damage from outside storage was the greater problem. Even 
then, the problem was hard to pinpoint. One area reported sand 
damage, while another reported moisture damage. The achievement 
of an overall, economical answer has not been easy. 

Senator Frereuson. In view of this possibility, which later became 
an actuality, were specificetions for the crates drawn so as to provide 
adequate protection from the weather? 

General Asensio. The original specifications and subsequent re- 
visions, as well as special letters of instructions issued as interim emer- 
gency corrective measures, were developed to provide adequate pro- 
tective packaging to withstand the hazards of movement as well as 
the elements. Experience proved, however, that none were adequate. 

Senator Fercvson. How much money was unnecessarily expended, 
that is, how much was spent to rehabilitate and recrate the tanks, 
both domestically and abroad? 

General Asensio. The Air Force accounting system is such that 
total expenditures for rehabilitation and recrating of tanks are not 
readily available. Funds are necessarily used from several budget 
projects, and the work has been accomplished by various Air Force 
commands. The figure quoted in the General Accounting Office report 
of $1,319,000 does not appear unreasonable. In assessing this figure 
to determine whether it was ‘unnecessarily expended,” the total in- 
vestment it was meant to protect, must be considered. This would 
be many times the $1,319,000. 

Senator Ferguson. What is your comment on the statement that 
procurement and inadequate packaging continued long after notifica- 
tion from overseas and from domestic depots that the tanks were 
being inadequately crated? 

General Asensio. Deliveries from manufacturers against existing 
contracts awarded in 1952 and 1953 calendar years were permitted 
to continue. Military preparedness on a worldwide basis and mili- 
tary operations in Korea dictated that no shutoff be permitted in the 
production of these tanks that were an integral part of the Air Force 
weapons systems. During the years of 1952 and 1953, however, 19 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 317 


changes in packaging instructions were issued by Air Materiel Com- 
mand to the manufacturers who were making these external fuel tanks 
for the Air Force on contract. All of these changes were initiated to 
correct deficiencies in packaging mtthods as reported by using 
organizations. 

PACKING SPECIFICATIONS 


Senator Ferauson. Who has the responsibility for drawing up 
adequate specifications for packaging? 

General Asensio. Wright Air Furelaeieant Center has the responsi- 
bility for preparing specifications covering the method of preservation, 
packaging and packing of all new items entering the Air Force supply 
system. The normal practice is to coordinate those specifications 
with Air Materiel Command prior to their publication. Once a new 
item progresses from research and development into actual production 
and is an accepted item of Air Force materiel, the responsibility for 
revision to the specification rests with Air Materiel Command. 
Through preservation in the Air Materiel Command depots and reports 
aaa from major Air Force commands, Air Materiel Command is 

nade aware of inadequacies in the methods of packaging. As revisions 
in specifications are found necessary, Air Materiel Command will 
make specific recommendations to Wright Air Development Center 
for the changes in existing specifications. However, if Air Materiel 
Command needs assistance in correcting a deficiency, the problem is 
referred to Wright Air Development Center for a suggested solution. 
In instances of this nature the revised specifications reflect the com- 
bined thinking of Air Materiel Command and Wright Air Development 
Center. 

With reference to the specific problem of preservation, packaging, 
and packing of fuel tanks the present method was arrived at by a 
combination of the know-how and experience, of the prime depot at 
Sacramento, the packing branch at Air Materiel Command, the 
engineering laboratories at Wright Air Development Center, the 
overseas activities where the tanks are stored and the manufacturers of 
the tanks. 

Sacramento air materiel area has been using this agreed method of 
packing since the fall of 1953 in their shipments to the Far Mast and 
no packing deficiencies have been reported. 


SPECIFICATION CHANGE 


Senator Frrauson. Have the specifications been changed? 

General Asensio. Specifications have been changed from time to 
time as packaging deficiencies were reported. The three current 
specifications relate to the manufacturers of the tank itself and pres- 
ervation packaging and packing of the tanks are as follows: 

(a) MIL-C-9361A, dated April 16, 1954, defines the type of con- 
tainer to be used for nested tanks. 

(b) MIL-C-9437 amendment No. 1, dated April 16, 1954, describes 
the container for assembled tanks. 

(c) MIL~T-7378 amendment 3, dated April 15, 1954, is a com- 
modity specification for the tanks, both nested and assembled, and 
includes a description of preservation and packing for either type. 
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Senator Fereuson. Are you currently spending money for reha- 
bilitating and recrating these tanks? 

General Asensio. Yes. Prior to shipment of tanks from Air Ma- 
teriel Command depots in the*United States to overseas commands, 
inspection is made to determine if the item is serviceable and if the 
preservation, packaging, and packing is adequate to meet the hazards 
of movement and storage. ‘To the extent that deficiencies exist, re- 
habilitation is accomplished. The same inspections and rehabilita- 
tion, if necessary, is accomplished at overseas points of storage of 
‘“‘on hand” tanks that were received packed in accordance with earlier 
specifications. 

Senator Ferguson. What measures have you taken to insure 
against a recurrence of this situation? 

General Asrnsto. It is the concensus of the engineering laboratories 
at Wright Air Development Center, the packaging branch at Air 
Materiel Command, the prime depot at Sacramento air materiel area, 
the overseas users and the tank manufacturers that present specifi- 
cations are adequate to insure that the tanks will.be ready for use any 
time in the next 5 years. 


COST OF VEHICLE MAINTENANCE 


Senator Fercvuson. What has been done to reduce the cost of 
vehicle maintenance? 

General Asensto. The Air Force in 1952 modernized its vehicle 
maintenance along commercial methods. Under the new system, 
maintenance schedules were extended to be more closely alined with 
schedules recommended by the vehicle manufacturers. The Air 
Force conducted the service test of 1 year’s duration which provided 
for extension of inspection intervals from 1,000 miles or 60 days to 
2,000 miles or 90 days for intermediate inspections and 6,000 miles or 
6 months to 12,000 miles or 6 months for major inspections. This 
service test proved successful, in fact, the major inspection interval 
has since been further extended to 12,000 miles or annually. Unneces- 
sary procedures were eliminated and shop management techniques 
were improved. As a result, under the service test, vehicles were 
maintained at the same high standards with 10 percent less personnel. 

The service test proved that vehicles can be maintained under the 
new system without adversely affecting the condition or serviceability 
of the vehicles. 

The Air Force preventive maintenance manual has been published 
as TO 00-20B-3 which pertains to administrative vehicles and affects 
about one-half of the Air Force inventory. The technical order in- 
corporates the procedures as previously outlined. To reach the other 
portions of the Air Force vehicle fleet, Technical Order 00—-20B-2 
subject: Preventive maintenance for nonadministrative vehicles, was 
revised to reflect similar inspection intervals for those vehicles. 


REVIEW OF SHOP TOOLS AND EQUIPMENT REQUIREMENTS 


Shops tools and equipment requirements were reviewed in 1950 
and it was found that a majority of the items authorized were not 
conducive to efficient maintenance of commercial type vehicles. A 
program was established as the shop modernization program which 
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resulted in complete revision of our equipment component lists. 
Commercial type shop equipment has now been procured and installed 
in a majority of Air Force permanent installations. This conversion 
to commercial type shop equipment has been estimated to save as 
much as 35 percent in total shop manhours. 

As mentioned earlier, project SWAPPO was initiated in conjunction 
with the Department of the Army whereby the Air Force would ex- 
change overage World War II type vehicles for new M series type 
vehicles. The M series vehicles obtained by the Air Force represent 
the latest in military vehicle design and stress, among other good 
features, the ease of maintenance. 

The area of management has been particularly important in the 
vehicle maintenance activities since the Department of Defense 
established pilot automotive shops in each of the three services. 

The Air Force pilot automotive maintenance shops have contributed 
to formulation of production control procedures, shop layout, cost 
contro], and inspection activities in vehicle maintenance shops. We 
are preparing a manual on these procedures for application Air 
Force-wide which will further promote economies in personnel, parts 
and shop utilization. 

To further the management review, the Air Force requested the 
Society of Automotive Engineers to review the Air Force vehicle 
maintenance program. Their final report, which has recently been 
received, contained many recommendations in majntenance policies 
and procedures which will be incorporated in the Air Force program. 


CONTRACT MAINTENANCE 


The Air Force policy with respect to utilization of contract main- 
. . , 2. = r . . 
tenance is set forth in paragraph 4, AFR 66-17. This regulation 
states in part that: 

* * *.Tn consonance with this objective, the policy of the Air Force is to make 
maximum use of commercial organizations for the performance of maintenance 
that is not required in direct support of tactical units, wherever efficiency or 
economy can be increased. Commercial organizations may also be used to 
advantage under certain conditions for the performance of tactical maintenance. 
This is true where the commercial services are supplementary in character and 
will serve to improve the technical efficiency or military effectiveness of the Air 
Force establishment. Under such conditions, such services will not be used to 
an extent that may deprive the tactical units of operational mobility or impair 
the ability of the depot system to provide essential support. 


PRINTING AND REPRODUCTION 


Senator Ferauson. What was your budget allowance for fiscal 
vear 1954 for de partmental and contract field printing? 

General Aszensio. The total budget allowance for fiscal year 1954 
printing is $17,785,000; $11,128,000 for departmental printing and 
$6,657,000 for contract field printing. 

Senator Fercuson. What is the total request for fiscal year 1955? 

General Asrensio. The total request for fiscal year 1955 is $18,000,- 
000 :4$11,404,000 for departmental printing and $6,596,000 for con- 
tract field printing. 

Senator Ferauson. Can you give us the entire cost of all Air Force 
printing for fiscal year 19% 54°? 

General Asensio. The total cost of Air Force printing for fiscal 


year 1954 is as follows: 


44991—54——21 
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Departmental printing: 
From oe ‘nance and operations anpropriation $13, 207, 000 
From Air National Guard anpropriation 63, 000 
Contract field printing from maintenance and operations appro- 
priation 3, 744, 500 
Air Force field printing plants: Cost of operation of plants, including 
direct and indirect civilian and military labor, cost of paper, ink, 
supplies, equipment maintenance and repair, ete 10, 392, 194 


Total cost, Air Force printing 30, 406, 694 


TOTAL EMPLOYEES 


Senator Fercuson. Please give us the total number of employees 
in the Air Force concerned directly with your printing activity; that 
is, the procurement, production, and distribution of printed forms, 
publications, and printing equipment? 

General Asensio. As of December 31, 1953, a total of 509 military 
personnel and 1,151 civilians were employed in the 28 authorized Air 
Force printing plants. To determine the total number of persons 
employed throughout the Air Force in all phases of procurement, 
production and distribution of printed forms, publications and printing 
equipment would be extremely expensive as a special survey of all 
Air Force field installations would be involved, and a large proportion 
of the persons would be only part time employed on these functions, 
which would necessitate an estimate of equivalent man-years. How- 
ever, approximately 515 persons are employed on these functions 
at the 2 depots engaged in storage and distribution of printed 
matter. 

TOTAL PLANTS 


Senator Ferauson. How many printing plants does the Air Force 
have, both here and abroad? 

General Asensio. The Air Force has 26 authorized printing plants 
in the Zone of Interior and 2 plants overseas, located at the following 


points: 
ZONE OF INTERIOR 


Barksdale Air Force Base, La. 
Brookley Air Force Base Ala. 
Carswell Air Force Base, Tex. 
Chanute Air Force Base, Il. 
Connelly Air Force Base, Tex 

Ent Air Force Base, Colo. 

Gunter Air Force Base, Ala. 
Hamilton Air Force Base, Calif 
Keesler Air Force Base, Miss. 
Langley Air Force Base, Va. 
McClellan Air Force Base, Calif. 
March Air Force Base, Calif. 
Mitchel Air Force Base, N. Y. 
Offutt Air Force Base, Nebr. 
Olmsted Air Force Base, Pa. 
Robins Air Foree Base, Ga. 

Scott Air Force Base, Il. 

Tinker Air Force Base, Okla. 
Westover Air Force Base, Mass. 
Williams Air Force Bare, Ariz. 
Wright-Patterson Air Force Base, Ohio 
4eronautical Chart and Information Center, Mo. 
USAF Security Service, Tex. 
Cambridge Research Center, Mass. 
Eglin Air Force Base, Fla. 

Kelly Air Force Base, Tex. 
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OVERSEAS 


Pepperrell Air Force Base, Newfoundland 
USAF-Europe, Germany 


Senator Ferauson. What was the total operating cost for the past 
fiscal year? 

General Asensio. The total operating cost of these Air Force 
plants in fiscal year 1953 was $10,991,125. The fiscal year 1954 
total operating cost is estimated at $10,392,194. Included in the 
cost of plant operation is the direct and indirect civilian and military 
labor, cost of paper, ink, and allied supplies, depreciation of equip- 
ment, equipment maintenance and repair, and rent and utilities. 


PLANT UTILIZATION 


Senator Firaguson. Considering your printing plants on an individ- 
ual basis, what would you estimate to be the percentage of effective 
utilization of the plants? 

General Asensio. Using data provided in operating reports 
submitted semiannually to the Joint Committee on Printing and other 
information available for the period July 1, 1953, through December 31, 
1953, estimated percentages of utilization’ have been computed as 
listed: 

Plant Percent 
*Aeronautical Chart and Information Center 76. 3 

Barksdale Air Force Base 

Brookley Air Force Base 13. 8 
*Cambridge Research Center 7 

Carswell Air Force Base 

Chanute Air Force Base 

Connally Air Force Base 

Defense Printing Service, Texas 
*Eglin Air Force Base 

Ent Air Force Base 

Gunter Air Force Base 

Hamilton Air Force Base 

Keesler Air Force Base 

Langley Air Force Base 

MeClellan Air Force Base 

March Air Force Base 

Mitchel Air Force Base . : 

Offutt Air Force Base 2 : 126 

Olmstead Air Force Base mi 115. 

Pepperrell Air Force Base ntigha 50. 

Robins Air Force Base paeshak 79. 

Scott Air Force Base Vaid ; ‘ 4 ‘ . 65. 

Tinker Air Force Base 3 124 

Westover Air Force Base 2 Susi 100 

Williams Air Force Base , ; 90, 

Wright-Patterson Air Force Base. ; ‘ 100 

U. S. Air Forces in Hurope----_-- outs seide 71. 
*U. 8. Air Force Security Service. - - ae rakes 58 

*The Air Force field printing plants of a specialized nature are: 

The Cambridge Research Center plant, producing mostly short runs identified with the research and 
development program. 

The Air Proving Ground Command (Eglin Air Force Base) producing the results of tests resulting in 
short runs, in limited copies. 

The United States Air Force Security Service is a cryptographic plant whose requirements are of a classi- 
fied nature and for the most part short runs. 

The aeronautical chart plant is engaged in the production of maps and charts. This is not an adminis- 
trative type printing plant. The number of press units are difficult to ascertain because of the number of 
colors required for maps. This plant produces approximately 66 percent of all Air Force printing, (‘There- 
fore, in determining the percent of effective utilization of Air Force printing plant’s production, the aero- 


nautical chart plant is not included.) 
The average percent of utilization of the remaining plants is 95 percent. 


1 Percentage utilization is computed on very complicated formulas, relating individual machine capacities, 
production, and time. Plant utilization rates above 100 percent are possible for specific periods of time. 
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STORAGE AND ISSUE DEPOTS 


Senator Fircuson. I believe you have two forms and publications 
storage and issue depots: One at Shelby, Ohio, and the other at 
Maywood, Calif. Can you give us the total operating cost of your 
Shelby, Ohio, installation for fiscal year 1954? 

General AsEensio. It is estimated that the total operating cost for 
the Shelby, Ohio, installation for 1954 will be $13,267,101. Approx- 
imately 12% percent of this operating cost is attributed to the publi- 
cations and blank form (class 30) effort which is 1 of the 10 classes 
assigned to this installation. 

Senator Frercuson. Upon what system or records do you base 
your procurement of additional forms? 

General Asensto. Procurement actions are based on information 
contained in bimonthly stock balance report which reflects stock on 
hand, stock due in, stock due out, average monthly issue based on 
past 6 months’ period. In addition, coordination is effected with 
Air Staff personnel having the primary interest as to continued 
applicability, governing directives in existence, and other background 
data available: All of these factors are considered, prior to effecting 
procurements. 

TOTAL FORMS IN SYSTEM 


Senator FerGuson. It was testified at our last meeting by Colonel 
Szapiel that the Air Force had something like 1,900 forms in the 
system. That is not, of course, all the various forms used by the Air 
Force? What would you estimate the total to be? 

General Asensio. There are approximately 1,900 departmental 
forms which are used Air Force-wide and are centrally procured, 
stocked, and issued. On December 31, 1953, there were 82,661 forms 
used throughout the Air Force. These forms represent those devel- 
oped and used within the respective 18 commands as well as those 
aforementioned departmental forms. They encompass the entire 
field from the simplest preprinted worksheet to the most complicated 
specialty form. 

Senator Fercuson. Do you procure a year’s supply of printing on 
each order? 

General Asmnsio. Air Force policy is to procure a year’s supply 
except on items: 

(a) Which deteriorate with age such as hectograph masters which 
normally should be used within a year. 

(6) Which may be subject to early revision in compliance with pub- 
lished Air Force policies in Air Force regulations and other directives. 

(c) Requiring large amount of storage space because of constant 
demand for large quantities such as IBM tab cards. 


STOCK BALANCE REPORTS 


Senator Ferauson. How often do you receive reports showing stock 
balances in your depots? 

General AsEensio. Stock balance reports of blank forms are received 
from the depots every 60 days. Reports of other printed material 
stocked in depots are submitted every 90 days. 

Senator Ferauson. Would you say the reports are accurate and 
dependable? 
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General Asensio. Air Force regulation 6-1 requires a semiannual 
physical inventory of forms in stock be submitted by the two Air 
Force class 30 storage depots. These inventories insure accuracy and 
dependability of data in the stock balance reports. 











VALUE OF PRINTING EQUIPMENT 








Senator Ferguson. What is the estimated value of your printing 
equipment? 

General Asensio. The estimated value of the printing equipment 
in authorized Air Force printing plants is $2,280,305. 

Senator Fercuson. In regard to your forms, what stock level do 
you maintain in your depots as an allowance for lead time, as related 
to usage? 

General Asensto. When depot stocks of a form have been reduced 
to a 12-month level, based on previous average monthly usage, reprint 
action is initiated by Headquarters, U nited States Air Force. Past 
experience indicates that approximately 6 months is required from 
date of initiation of reprint action until receipt of reprints at the 
depot, to permit the essential coordination placement of order, produc- 
tion, and shipping. Thus, stocks of a form under normal circum- 
stances, should not fall below a 6 months level, which is considered 
the minimum safe level. 















SURPLUS STOCK 





Senator Fercuson. What is your situation as to surplus amounts of 
forms in stock? 

General AsEnsio. A study based on a physical inventory conducted 
within the past 90 days indicates that there is presently on hand in 
the depots an average of 13.6 months supply of forms. The normal 
stock level required is a 12-month supply resulting in an average of 
1.6 months oversupply. 

Senator Ferauson. In terms of the past year’s consumption, what 
would you estimate to be the average overstock in your depots, 
calculated in years supply on hand? 

General Asensto. Considering the 12-month average depot supply 
maintained, our average overstockage in the depots at the present 
time would be 1.6 months. 

Senator Frereuson. It was testified, when you last appeared before 
the committee, that the longest period of supply of a form, and I 
presume that means the largest overstock on hand on a single form, 
amounted to a 4-year supply. What is the situation at this time? 

General Asensio. The testimony of last year was geared to repre- 
sentative large issue items which represented sizable investments. 
‘The following are four examples of the largest overstocked items on 
hand from a month-supply standpoint based on the latest stock 
balance report and physical inventory: 
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Form No, 
hand | issues last | valine 
| 6 months hand =] valu 
ST-35- ; 35, 200 80 15 $165. 44 
AGO 14-122 33, 710 et) 674 116. 30 
CSC-12 . 11, 052 50 221 21. 00 
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These examples are not representative of the general forms supply 
condition and have come about through unforeseen drops in usage. 
As indicated previously, our present mean average is 13.6 months’ 
supply of forms on hand in the depots. This average was arrived at 
through comparison of total issues against total number of forms on 
hand. Under our present system the maximum stock level of any 
form in the system should be 18 months’ supply, the minimum level 
should be 6 months. The normal overall stock level engendered by 
such a system should be approximately 12 months’ supply. The 
physical inventory taken in the last 90 days indicates that the total 
stock of forms on hand represents an investment of $5,843,267.96 as 
compared to an average annual expenditure for forms of approxi- 
mately $5,600,000 or slightly in excess of 1 year’s normal supply. 

Senator Ferguson. Do you believe that your own printing plants 
are printing forms, and possibly publications in volumes that are in 
violation of the rules of the Joint Committee on Printing? 

General Asensto. Through the existing reporting system pre- 
scribed by the Congressional Joint Committee on Printing and semi- 
annual physical inspections of all our plants, we know that certain 
violations do occur. These occurrences are infrequent and are cor- 
rected as soon as detected. Where appropriate, disciplinary action is 
directed. 

DUE-IN STOCK 


Senator Ferguson. What is meant by the notation on your stock- 
control record cards of the words ‘due in’’? 

General Asensio. The term “due in” indicates the quantity of stock 
the reporting depot will receive on confirmed procurement from the 
printer, confirmed stock transfer from another depot, or stocks to be 
returned from a base as excess to base requirements. 

Senator Fereuson. How do vou explain the fact that on many of 
the forms showing tremendous overstock, vour office has made the 
notation “source of due-in unknown’’? 

General Asensio. There is no provision in Air Force stock-account- 
ing procedures pertaining to printing matter for a classification 
“source of due-in unknown.” Any notation of this nature which 
may have been noted was a temporary clerical notation to indicate 
the necessity for confirming the posting and identifying by specific 
documents, the basis therefor. It is the practice in reviewing reports 
from the depots to make such notations whenever due-in postings 
cannot be reconciled to pending procurements, and to require the 
depot to provide additional information. 


DELIVERY DATES 


Senator Frrevson. Is it not a fact that in many instances you 
send your requirements for a particular form to the Governmént 
Printing Office and specify delivery dates that you know the Govern- 
ment Printing Office cannot meet, having them waive the job back 
to the Air Force to procure as they wish? 

General Asensio. The delivery dates on requisitions submitted to the 
Government Printing Office are selected after giving due consideration 
to the type of job being procured and to the particular require- 
ments of the form in question. During the current fiscal year, the 
Government Printing Office has granted the Air Force waivers based 
on the time element in only 3 instances, and all 3 involved the pro- 
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duction of material which the Government Printing Office was not 
capable of manufacturing on its own equipment. Based on previous 
costs of these jobs, it is estimated that the total of the three, if pro- 
cured through the facilities of the Government Printing Office, would 
have resulted in an expenditure of $242,952. As a result of the 
waiver by the Government Printing Office and competitive bidding 
by qualified contractors, these 3 items were procured for a total 
expenditure of $222,830. 

Senator Fereuson. Isn’t it true that you have paid exorbitant 
prices for the material in order to get specified delivery dates? 

General AseNsio. There have been a few instances during the past 
year where overtime work or premium payments have been authorized. 
However, in accordance with established procedures, when a request 
for emergency production is submitted, the request is accompanied 
by detailed justification stating the specific reasons for the emergency 
requirements and the damage which will result in the event delivery 
dates are not met. Since establishment of this procedure, July 5, 
1951, emergency procurements of printed matter have been held to a 
minimum. 

SALVAGE COST RECORDS 


Senator Ferguson. Do you maintain cost records, that is, the 
value of the stock that you destroy, due to unserviceability, superseded 
issues, and forms replaced by revised issues? 

General Asrensio. All material destroyed or disposed of by the 
Air Force is salvaged in accordance with Air Force procedure estab- 


lished for that purpose. 

The primary consideration is its usefulness to the Air Force. No 
record is maintained or readily available of the initial cost of material 
salvaged or scrapped and disposed of. 


TECHNICAL EQUIPMENT HANDBOOK DISTRIBUTION 


Senator Fxrauson. It is understood that you are revamping your 
system of automatic distribution of technical equipment handbooks. 
Has the new system been installed? What do you contemplate the 
savings will be? 

General Asznsrio. The proposed system of distribution is for initial 
distribution to be made by the printer to all addressees with bulk 
shipments of backup stocks to Air Force depots. The target date 
of initiation of this system is July 1, 1954. Savings contemplated 
under the new system are the saving of time presently required to 
transport bulk quantities from the source of printing to the depot, 
breaking down of packages and repackaging for distribution, and 
reduction in size of bulk shipments of items shipped by the printer 
to depots. 

The information as to the estimated annual cost of the present 
system is not available and can only be estimated after a field survey 
at exorbitant cost. 

Senator Ferauson. You have a special exemption from the Joint 
Committee on Printing for all procurements of this material, do you 
not? 

General Asgensto. Authority has been granted by the Congressional 
Joint Committee on Printing for the procurement of technical orders 
and stock lists. 
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IBM RENTAL 


Senator Fereuson. What is the monthly rental paid to IBM and 
possibly others, for your statistical records equipment? 

General Asensto. The average monthly rental paid for electrical 
accounting machines used in maintaining statistical data for printing 
and reproduction purposes is as follows: 

(a) Average monthly rentals paid to Remington Rand Corp. for 
machines used in the processing procedure for distribution technical 
orders at Shelby Depot, $1,590. 

(b) Average monthly rentals paid to IBM Corp. for machines used 
in the processing procedures of class 30 property at Shelby depot, 
$1,043.21. 

(c) Average monthly rentals paid to IBM Corp. for machines used 
in the preparation of class 30 F report at Maywood depot, $14. 

(d) Average monthly rentals paid to IBM Corp. for machines used 
in the preparation of the United States Air Force catalogs at head- 
quarters, Air Materiel Command, $3,664.50. 

The above averages are based on actual experienced costs during 
the past 3 months’ operation. 

Senator Ferauson. What is the estimated value of your camera 
and platemaking equipment at your Wilkins depot? 

General Asensio. The estimated value of camera and platemaking 
equipment in depot stock at Wilkins depot is $37,419.38. 


GERMAN NATIONALS EMPLOYED 


Senator Fercuson. How many employees, military and _ civilian, 
are employed in your United States Air Force plant in Wiesbaden, 
Germany? How many German nationals? 

General Asens1o. Minutes of the Printing Board meeting, head- 
quarters, United States Air Forces in Europe, dated April 2, 1954, 
indicates personnel assigned the Wiesbaden printing plant as of April 
2, 1954, are as follows: 
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STATEMENT OF COMMITTEE STAFF MEMBER 


Senator Fercuson. I will insert at this point in the record a 
statement relating to your printing and reproduction activity and 
certain replies to questions on this item in the foregoing testimony. 
The statement is by Mr. McDaniel, a staff member of our committee. 

(The statement referred to follows:) 

May 24, 1954. 
Hon. Homer FERGUSON, 
United States Senate 


RE: AIR FORCE PRINTING REQUIREMENTS 


Dear Senator Fercuson: The Air Force was requested by you on Tuesday, 
May 18, to furnish information in answer to certain questions given them to be 
included in the printed hearings of the Defense Department of that date. 

A check of the information submitted by the Air Force in response to those 
questions develops, in some instances, information which appears to be at variance 
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with facts contained in memorandums and correspondence in the possession of the 
committee, as well as facts developed by me in an investigation of the activity 
during August, September, and October of last year. 

Although there appear to be inconsistencies in certain information submitted 
which I will not mention, I do desire to call your attention at this time to two 
of the more apparent. 

The first relates to procurement of forms and surplus stocks on hand. 

It was stated by the Air Force representative that procurement actions were 
based upon information contained in the bimonthly stock balance report, as well 
as considerations of the office of primary interest, governing directives in existence, 
and other background data available. The question was asked: 

Senator Ferauson. Would you say the re poets are accurate and dependable? 


‘‘General Asensro. * * * These inve ntories insure accuracy and dependability 
of data in the stock balance report 
Information in the possession of the Appropriations Committee show that in 


numerous instances recuirements for forms have been submitted to the Govern- 
ment Printing Office while the bimonthly stock balance report showed excessive 
quantities of the same form on hand at the time requirements were submitted. 
Quoting further: 

“Senator Fercuson. What is vour situation as to surplus quantities of forms 


in stock? 

“General Asensro. A studv, based on a phvsical inventory conducted within 
the past 90 days indicates that there is presently on hand in the depots an average 
of 13.6 months’ supply of forms. 


“Senator Fercuson. In terme of the past vear’s consumption, what would you 
estimate to be the average overstock in vour depots, calculated in vears supply on 
hand? 

“General Asensro. Considering the 12 months’ average depot supply main- 
tained, our ‘average overstockage’ in the depots at the present time would be 1.6 
months.’’ 

On August 3, 1953, the depot manager at Shelby, Ohio, submitted a bimonthly 
stock balance report to procurement officials in the Pentagon detailing results 
of a physical inventory completed as of that date. This report is in the possession 
of the Appropriations Committee. I was assured by the official in charge of the 
physical count and report submission that the report was completely accurate 
and that he would base his job on it. A personal check of the report, the stock, 
and the methods of compilation was made by me and verified for accuracy. 

The report in question, containing a complete computation of stock in the 
depot and overstock by months on hand based on past usage, was reported to the 
Air Adjutant General, Department of the Air Force, the Pentagon. As of the 
date mentioned above, based on the report submitted, taking an average on 
overstock of all forms listed, it was determined that there was sufficient stock 
on hand in the Shelby, Ohio, depot to satisfy needs for a period of 37 years. 

If, as stated by the Air Force representative at this time, the bimonthly stock 
report discloses an average overstock of only 1.6 months, it would be interest- 
ing to determine the disposition made of stocks that were reported to be on hand 
on August 3, 1953. 

To quote further from the replies submitted by the Air Force for inclusion in 
the record: 

“Senator Feravson. It is understood that you are revamping your system of 
automatic distribution of technical equipment handbooks. Has the new system 
been installed? What do you contemplate the savings will be? 

“General AsENsio. * * * The target date of initiation of this system is July 
1954. Savings contemplated under the new system are the saving of time * * *, 
The information as to the estimated annual cost of the present system is not 
available and can only be estimated after a field survey at exorbitant cost.’’ 

You will note the Air Force representative states that the savings contemplated 
under the new system of automatic distribution of technical equipment hand- 
books is the saving of time. You will also note that it is stated that information 
as to the estimated annual cost of the present system is not available and can 
only be estimated after a field survey at exorbitant cost 

I point out to you that such a study has been made in great detail. The results 
of the study were prepared by the Air Force in brochure form last July, a copy 
of which is on file with the committee, the title of which is “USAF Technical 
Order System, Its Function, Its Cost, Its Deficiencies, Required Changes, and 
Estimated Savings.” 

May I emphasize that contrary to the statement of the Air Force at the present 
time that the savings contemplated are only time, and that the cost of the present 





9 


~ 


328 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 


1955 


system can only be estimated after a field investigation at exorbitant cost, their 
brochure states that the present system costs $109 million annually and the 


savings that will be effected by 
million annually. 


Very truly yours, 


Crem C 


McDan 


the proposed new system will amount to $4.6 


IEL, 


Profe ssional Staff Member. 


Senator Ferauson. Next we have “Military personnel, Air Force.”’ 
I believe Brig. Gen. W. 5. Stone is the witness for this appropriation. 


Miuirary PrerRsonNneL 


STATEMENT OF BRIG. GEN. WILLIAM S. STONE, DEPUTY DIREC- 
TOR OF PERSONNEL PLANNING, HEADQUARTERS, UNITED 


STATES AIR FORCE 


Amounts available for obligation 


Actual, 
1953 


A ppropriatk 
Transferred from 
“Maintenance and operatior Air Force,”’ pursuant to 
Public Law 4 75 
“Maintenance and operations, Air F¢ pursuant to 
Public Law 11 


n or est 


$3, 200, 000, 


fe 


000, 

; ” 

ree, 
73, 852, 


Adjusted appropriation or estimate 
Reimbursements from other accounts 


318, 852 

908 
349, 760, 
— 10, 362, 


Total available for oblige 
Unobligated balance, « 


ition 
timated savings 
Obligations incurred 
Comparative transfer from 
“Maintenance and operations, 
“Military personnel, Army”’ 
“Goods and services provided by the F 
Germany and the Berlin Magistrat 
Comparative transfer to “‘Maintenance and operations, Air 
Fores - 


Air Force” 32, 088, 
13, 654, 
deral Republic of 


Total obligations 385, 140, 


Obligations by activities 


Actual, 195: 


Direct Obligations 

$2, 802, 430, 
79, 501, 
315, 402, 
179, 962 


6, 936, 


Pay and allowances 
Individual clothi 
Subsistence in kind 
Movements, permanent 
Other costs 


! station 


Total direct obligations 3, 384, 231, 
Otligations Payable Out of Reimbursements From Other 
iccounts 
Pay and allowances 202, 
Subsistence in kind 
Movements, permanent change of station. 
Other costs 


552, 


153, 
Total obligations payable out of reimbursements from 


other accounts 908, 


3, 385, 140, 


rota] obligations 


339, 398, 22) 


Estimate, 
1054 


000 $3, 285, 000, 000 


3, 285, 000, 000 
121, 987, 000 


3, 406, 987, 000 
10, 785, 000 


3, 396, 202, 000 


296, 000 
—2, 017, 000 


3, 394, 481, 000 


Estimate, 
1954 


543/$2, 729, 345, 000 
000 70, 554, 000 
O17 280, 000, 000 
158 184, 680, 000 
085) 7, 925, 000 


3, 272, 494, 000 
~ 


426) 


813 


1, 362, 000 
120, 000, 000 
325, 000 
300, 000 


549) 
915 


| 
| 
| 


890 121, 987, 000! 


703) 3, 304, 481, 060 
l 


Estimate, 
1955 


$3, 400, 000, 000 


3, 400, 000, 000 
122, 253, 000 


3, 522, 253, 000 


f22, 253, 000 


3,! 


Estimate, 
1955 


$2, 865, 852, 000 
79, 971, 000 

246, 652, 000 
198, 683, 000 

8, 812, 000 


3, 400, 000, 000 


1, 628, 000 
120, 000, 000 
325, 000 
300, 000 


122, 253, 000 


522, 253, 000 


3, 
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GENERAL STATEMENT 


Senator FerGuson. General Stone, will you proceed, please? 

General Stone. Very well. I might also mention that the Air 
Force has appealed from the House action. 

Mr. Chairman and members of the committee, Mr. H. Lee White, 
Assistant Secretary of the Air Force, Management and Major General 
Asensio, Director of the Budget, have presented to you an overall 
picture of the Air Force manpower requirements. I should like to 
discuss our personnel programs for fiscal year 1954 and 1955 aimed at 
meeting those requirements. 

First, | shall review the developments in the 1954 program since 
it was presented to you last summer. Then I shall discuss the per- 
sonnel program we have planned for fiscal year 1955. 

The change in May 1953 from a 143-wing objective to an interim 
goal of 120 wings had significant effects on our personnel programing 
for fiscal year "1954. Up to that time, our personnel programing 
had been geared to the higher force objective which would provide 
the Air Force with 1,061,000 men by end fiscal year 1954. Personnel 
procurement, training, and separation plans all had been developed 
toward that end. ‘Therefore, —- the new interim 120-wing objec- 
tive it became necessary for the Air Force to build many retrench- 
ment actions into the personnel program for fiscal year 1954 in order 
to stay within the new 970,000 man-year, $3.3-billion program. 

Due to the short period of time between the date of ree eipt of pro- 
gram guidance and the time when we were to present our 1954 budget 
to the Congress we found it necessary to make some assumptions. 
The major ones were as follows: 

We would phase the ROTC graduates into the Air Force over a 6 
months’ period rather than immediately after they graduated from 
the universities. 

We would release, up to 6 months early, those Reserve and Air 
National Guard officers who were to complete their specified tours 
during fiscal year 1954. 

Airmen re turning from overseas during fiscal year 1954 would be 
released up to 6 months early. 

Roughly 32,000 airmen scheduled for normal release in fiscal year 
1955 would be released from January through June of 1954. This 
plan was designed to alleviate the airmen-procurement problem 
associated with the exceptionally heavy losses in fiscal year 1955 and 
to provide a more level training load. 

We would have to provide for the release of about 10,000 officers 
over and above our normal losses. 

The beginning strength for fiscal year 1954 would be reduced from 
996,280 as previously ‘planned to 980,170 through stringent actions 
to curtail the influx of personnel from all sources. 

After we submitted our program to the Congress we concentrated 
our efforts on evaluating these assumptions and reducing them to 
detailed planning actions. Also, we analyzed other program areas 
where readjustments could be made leading to better personnel 
management. 
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ACTIONS CARRIED OUT 


Between May of last year and the present time the following actions 
have been carried out: 

Approval was secured from the Office of Secretary of Defense to 
phase in the ROTC officers throughout the year rather than in the 
first 6 months as originally planned. The Air Force is calling these 
officers to active duty on the new schedule. 

Except for certain critical categories, non-Regular officers were 
permitted to leave active duty voluntarily, in advance of their normal 
release date. In addition, a board was appointed which selected 
5,900 officers for release in August, September, and October. 

Authority was granted to port commanders to separate airmen 
returning from overseas who had less than 6 months remaining in their 
current enlistments and did not intend to reenlist. Authority was 
granted to zone of interior commanders to release airmen who had 
completed 3 vears of active military service, did not possess critical 
skills, and were considered surplus. 

The Air Force commands were directed to release in October, 
November, and December 35,000 surplus airmen whose normal 
separation dates would fall in fiscal year 1955. 

You will recall that one of our original assumptions was that we 
would release these airmen during the last 6 months of fiscal vear 1954. 
These accelerated releases were directed to take advantage of our 
airmen procurement capability in fiscal year 1954 and remain within 
our manpower ceilings for the vear. Thus, we could offset many of 
our 1955 losses and at the same time level our indoctrination and 
training loads. 

Many of these actions were possible only as a result of the reduced 
manpower standards developed throughout the period by the Office of 
Manpower and Organization. As surpluses developed, we took action 
to eliminate them. 

WING ACTIVATION 


As a result of the actions discussed above, we have been able to 
program the activation of 115 wings by June 30, 1954, to procure and 
train airmen on a more level basis, to minimize our 1955 airman losses, 
and to save $64,553,000 of the funds appropriated for military person- 
nel in fiscal year 1954. This saving could not be realized in full due 
to requirements peculiar to the monetary stock fund operation for 
subsistence. 

PERSONNEL PROGRAM 


| would like now to present a résumé of our personnel program for 
fiscal year 1955 

For the fiscal year 1955 the Air Force requests the amount of 
$3,364,559,900. This will provide for a beginning strength of 955,000, 
an end strength of 970,000 and a man-year average of 960,000. The 
end strength is made up of 134,400 officers and warrant officers; 7,200 
student officers in flying training and 828,400 airmen including avia- 
tion cadets. This strength will provide for 120 wings by the end of 
fiscal year 1955. In developing the fiscal year 1955 personnel pro- 
gram, we have used the following major assumptions which are 
classified. I would like to present them off the record. 

(Discussion off the record.) 
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ROTC GRADUATES 


The fiscal year 1955 military personnel program »rovides for 7,750 
ROTC graduates for active duty. Of these, 1,000 will be commis- 
sioned for nonrated positions which call primarily for technical 
specialists. The 6,750 for flying training was our best estimate of the 
number of flight motivated and qualified applicants who could be 
procured from this source. It now appears, however, that approxi- 
mately 7,000 graduates will be available for pilot and observer training, 
and it is possible that more officers will apply. In the event that 
additional college trained men do volunteer and are qualified, the 
number of aviation cadets who are now eligible upon completion of 
high school will be reduced ace ‘ordingly. 

An additional 360 officers are programed to enter the Air Force from 
both Academies. Officers Candidate School output will total 500 for 
the year, and all graduates will be commissioned and called to active 
duty. We will commission 8,580 aviation cadet graduates from pilot 
and observer training and will procure 1,050 female Medical Corps 
officers and 3,234 doctors, dentists and Medical Service Corps officers 
from civilian sources. We will call only 250 other officers to active 
duty from the Reserve. This will include chaplains, and judge 
advocates 

We have provided for the appointment of 240 airmen to warrant 
officer status. 

During fiscal year 1955 entries into flying training will be made to 
sustain the 7,800 pilot training rate. 


AIRMEN ENLISTMENTS 


As to airmen, our monthly enlistments will average 11,050 nonprior 
service male personnel, 200 women in the Air Force, 633 aviation 
cadets, and 1,500 with prior service. We must achieve a 33 percent 
reenlistment rate to meet this program. 

Our fiscal year 1954 military — program of necessity has 
included some unusual personnel actions, a few of which I have indi- 
cated. This fiscal year 1955 program v irtually eliminates abormal 
actions. We feel it will foster better morale, increased personnel 
stability and continued good management. 


DOLLAR REQUIREMENTS 


To carry out our program, we have estimated that the following 
dollar requirements are needed to accomplish the job in fiscal year 
1955: 


For: 
Pay and allowances $2, 865, 852, 000 
Individual clothing 79, 971, 000 
Subsistence in kind 213, 356, 000 
Movements, permanent change of station 196, 538, 900 
Other costs 8, 842, 000 
Total requirement 3, 364, 559, 900 


The Air Force is requisitioning the restoration of $7,855,900 of the 
reduction of $43,296,000 which was indicated in the appropriation by 
the House. Detailed support of this position is as follows: 
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APPEAL FROM HOUSE ACTION 


MILITARY PERSONNEL 


(Page 28, line 3) 
1954 appropriation g: 


3, 285, 000, 000 
1954 revised appropriation (+ or transfers) 3, 285, 000, 000 
1955 estimate 3, 400, 000, 000 
House committee 3, 356, 704, 000 
House floor j 3, 356, 704, 000 


(House hearings, p. 672) 


The Department of the Air Force requests the following amendment: 


PROPOSED AMENDMENT 


Page 28, line 3: Strike out ‘$3,356,704,000" and insert in lieu thereof 


“*$3,364,559,900,” an increase of $7,855,900 over the House approved amount and 
$35,440,100 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


Restoration of $7,855,900 of the House committee cut of $43,296,000 will 
provide the minimum funds necessary for the Air Force to reassign and deploy 
military personnel in order to accomplish the required manning of the additional 
five wings planned for activation during fiscal year 1955. 


HOUSE COMMITTEE REPORT 


“The amount of $3,356,704,000 recommended for appropriation by the com- 
mittee is $43,296,000 less than the amount requested by the Air Foree. The 
major portion of this reduction, or $33,296,000 was volunteered from funds 
estimated as being required for subsistence and as a result of the recommended 
language change pertaining to the use of foreign credits. The remaining $10 
million is a committee reduction in the funds for movements of individuals and 
household effects in connection with permanent change of station. The Air Force 
has coneurred in $2,144,100 of this reduction which results from a decrease in 
rates to be charged by the Military Sea Transport Service for the movement of 
individuals. The Air Force also agrees in the wisdom, both from the standpoint 
of efficiency and economy, and the morale of service personnel and their families, 
of extending wherever possible the length of stay in a given location. It was 
on the basis that expected policy changes will result in a lengthened average 
tour of duty assignment that the additional $7,855,900 reduction was effected. 
Even with this reduction, the Air Force will still have about $8 million more in 
fiscal year 1955 than it is now expected will be used during fiscal year 1954.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


Of the Air Force estimate of $198,683,000 for permanent change of station, 
$51,401,000 or 26 percent are fixed costs for procurement training and separation 
travel; $97,546,000 (of the estimate) or 49 percent is concerned with travel to and 
from overseas. The size of the overseas force is dictated by national policy. As 
long as the number now deployed overseas remains fixed there is little that the 
Air Force can do to reduce such costs except lengthen overseas tours. Tour 
lengths are under constant study; however, the current tours in the various over- 
seas theaters have been recently adjusted and cannot be further lengthened 
without adverse effects upon the morale of personnel; $18,121,000 or 9 percent of 
the estimate is required for movement of organizational units (primarily tactical). 
These movements are again required in implementing national policy rather than 
by factors under the control of the Air Force. It follows then that almost all of 
the reduction of $7,855,900 must be taken from the $31,615,000 remainder of the 
estimate which covers rotation type movements within the United States. Such 
a drastic cut is not feasible. The estimate is based upon a careful computation, 
taking into consideration programed deployments, replacement requirements 
and travel cost factors. Most of these rotation type movements within the 
United States are caused indirectly by the other movements which have prioritv 
over personnel, i. e., When personnel are separated, or rotated overseas as indi- 
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viduals, replacements must be moved in to keep units operational. Organiza- 
tions scheduled for overseas movement must be brought up to strength with 
qualified personnel by bringing in trained replacements. As fiscal year 1955 has 
an abnormally large number of gains and losses and approximately 34 percent of 
the Air Force strength is deployed overseas, rotation within the United States 
must likewise increase if the higher priority moves are to be accomplished. 


FREQUENCY OF CHANGE OF STATION 


Senator Freracuson. We, Members of Congress, continue to receive 
complaints about frequency of change of station. Have you taken 
any action to reduce the number of moves of military personnel? 

General Sronr. The following actions have been taken by the 
Air Force to reduce the number of moves: 

(a) Overseas requirements for semiskilled airmen are being filled 
direct from the technical schools instead of levying on commands, 
thereby eliminating one move per individual. 

(6) Dependent tours in Far East Air Force have been lengthened, 
thus reducing rotation travel of families. 

(c) Officer graduates of professional schools who are vulnerable for 
overseas duty are assigned to overseas commands direct from school 
rather than returned to original command before being given overseas 
assignment, thereby eliminating one move per individual in many 
instances. Similarly, overseas officer returnees for school assignment 
are sent directly to school in the Zone of Interior rather than to an 
intermediate command. 

(d) Policy has been established which requires that officers and 
airmen have at least 18 months retainability before being assigned 
overseas instead of the 12 months formerly required, thus achieving 
a longer overseas tour. 

(e) Action was initiated to reduce time spent at port of embarkation 
and port of aerial embarkation for officers and airmen awaiting over- 
seas shipment. Overseas commanders were advised of this directive 
and requested to make such administrative changes as would insure 
compliance with the new procedure, and the issuance of assignment 
instructions in accordance therewith. 

(f) Authority was issued to extend overseas tours to a maximum 
18 months on a voluntary basis. 

(q) Project Native Son was implemented thus reducing the re- 
quirement for basic support military skills overseas with a collateral 
reduction in overseas rotation of such military skills. 

(h) Utilization of mobile-training detachments has materially re- 
duced the amount of travel normally required to acquaint personnel 
with new equipment, by reducing the need for extensive factory 
training. 

(i) Civilian aviation cadet applicants enlisting for 2 vears are given 
basie training at Lackland Air Force Base only. Formerly, such 
persons were sent to Sampson and Parks Air Force Bases as well. 
This action will result in savings of travel funds since preflight 
training is also located at Lackland Air Force Base. 

(j) Phase I and phase II fighter-interceptor training has been 
consolidated at 3 flying training bases with savings in PCS furds 
during the 12-month period following October 1953. 

In the development of the permanent change of station travel 
estimate consideration was given to the savings that would result 
from the above cited actions already taken by the Air Force. 
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ReskARCH AND DEVELOPMENT 


STATEMENT OF MAJ. GEN. DONALD N. YATES, DIRECTOR OF 
RESEARCH AND DEVELOPMENT, DEPARTMENT OF THE AIR 
FORCE 


Amounts available for obligation 


Estimate, Estimate, 


Actual, 1953 1954 1955 


priation or estimate 425, 000,000 | $440, 000, 000 $431, 000, 000 
rred from Mmergen ( fund, Office of Secretary 
se,” pursuant to Public Laws 488 and 179 8 000.000 2, 120, 000 
pI nate 533, 600, 000 442, 000 
malar ivallable ’ lation 50, 165, 402 91, 188 
tcim bursements from othe cCO 413. 327 O84 


r} 


583, 578, 72% 
ppropriatior t81. 1 


492, 197, 5 533, » 47% 31, 000 
paratiy 
** Resear av 700 
‘Research ar ‘ elopme * Army 558, 000 
Comparative trat rs to 
“Maintenance and operations,”’ Air Force 7, 44, 000 
**Major procurement other than aireraft,’’ Air Fores 3, 896, 000 


Total obligatior 481,977, 241 533, 022, 47 431, 000 


Obligations by activities 


Estimate, Estimate, 


Actual, 1953 1954 1955 


t Obligations 

Aircraft 721, § $64, 975 $33, 728, 000 
Guided missiles 29, 724, 984 44, 742, 676 91, 719, 000 
Propulsion BO, O46 - 148 80, 276, 000 
Electronics 5 5, BE . OR2 57, 643, 000 
Armament 20, 699, 246 ; 008 33, 156, 000 
Equipment 25, 464, 81: 33, 255, 119 25, 021, 000 
Sciences . 455, 97 3, 506 32, 626, 000 
Special projects + 3 2, 973, 474 8, 721, 000 
Laboratory operation 56, 242, 927 ‘6, 200 68, 110, 000 

Total direct obligations 481, 563, § 532, 843, 431, 000, 000 


Obligations Payable Out of Reimbursements From Other 
iccounts 
Electronics 3: 
Laboratory operation 3, 58 100, 000 


Total obligations payable out of reimbursements from 
other account 3, 327 9, : 100, 000 


Total obligations ' 9 533, 022, 47% 431, 100, 000 


GENERAL STATEMENT 


Senator Frercuson. We will next consider the appropriation for 
research and development. I believe Maj. Gen. Donald N. Yates is 
prepared to testify. Will you proceed, please, General? 

General Yares. The objective of Air Force research and develop- 
ment is to develop weapon systems, supporting systems, and operating 
techniques superior to those of any potential enemy. The tremendous 
destructiveness of atomic and thermonuclear weapons highlights the 
need for forces in being, capable of immediate and effective defensive 
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and retaliatory action. The superiority of such forces is dependent 
upon a continuing and adequate program of research and development. 

To satisfy the requirements of national security, both today and 
in the future, the Air Force research and development program 
provides for: 

(a) Overcoming deficiencies in materiel and techniques now in 
operational use and programmed to remain in the active inventory. 

(6) Developing advanced weapon systems, supporting systems, and 
techniques to strengthen the operational capability of the Air Force. 

(c) Maintaining an adequate level of applied research and technical 
development essential to the production of future air weapons. 

The researe . and development program as we present it today is 


the result of a continuing analysis of the Air Force missions and 
the duidiadiateian of those tools which promise to accomplish these 
missions most economically and effectively. Realignments of the 


program result primarily from new assessments of enemy capabilities, 
technological breakthroughs or failures and advancements in the 
plans of the Air Force. Since the average life of a research and 
development project is approximately 5 years, the program must be 
projected ahead for at least this period of time. The need for stable 
and continuing support of the research and development effort is 
apparent as only about 20 percent of the operating program for a 
given year represents the capacity for new work. 








MISSIONS 





COMBAT 





MAJOR 


The funds requested in this budget estimate for fiscal vear 1955 will 
promote the development of weapon systems for the performance of 
the three major combat missions: Air defense, strategic air, and tactical 
air operations. These funds will a'so support the de ‘velopment of air 
transport aircraft as we'l as the necessary training, communications, 
weather reconnaissance, and miscellaneous other equipments necessary 
to sustain air combat operations. 

In developing new weapon systems, we recognize that desired 
increased performance is usually paid for with increased complexity 
With regard to this dilemma, ‘a particular effort is being made to 
properly balance the essentially incompatible parameters of sim- 
plicity and limited performance on the one hand versus complexity 
and higher performance on the other. Our objective is to establish 
that balance which will provide weapons with a high degree of relia- 
bility which are easy to operate and maintain and which will provide 
maximum kill, or destructive potential, per dollar cost and unit of 


manpower. 


REVIEW OF PROJECTS 





The Air Force performs a continual review of its projects as a part 
of the normal day-to-day operations. Not all projects which are 
initiated are carried out to completion but may be canceled for any 
one of the following reasons: 

(a) The work conducted to date indicates that the results to be 
obtashiod will not be worth the expenditure of additional money and 
time. 

(6) Advancements in the state-of-the-art have resulted in new 
requirements. 
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(c) The work conducted to date indicates that the item, although 
it can be developed, will be prohibitive in cost and impractical for 
Air Force use. 

(d) The work duplicates or is similar to that being conducted in 
other Air Force, Army, or Navy projects. 

In carrying on research and development, it is often necessary to 
pursue two or more duplicating approaches in seeking the solution of 
a development problem, particularly in the case of new and consider- 
ably advanced developments. If maximum economy is to be exercised 
in Our Operations, unnecessary duplicating approaches must be elimi- 
nated. Therefore, in a particular development, as soon as any check 
point is passed which indicates that a solution is available, duplicating 
approaches are canceled. 

About 85 percent of the funds requested in this appropriation will 
be applied to contracts with outside organizations, such as industrial 
firms to develop weapon systems and equipment to Air Force specifica- 
tions ; universities and nonprofit institut ions to perform scientific studies; 
and other governmental agencies to conduct specific work as a reim- 
bursable cross-servicing basis. Of the total amount requested, 
approximately 15 percent will be applied to performing inshop research 
and development, directing, supervising, and evaluating the work on 
contract with outside organizations and testing the developed product’ 


CHANGE IN APPROPRIATION LANGUAGE 


As a result of House action on this appropriation, the research and 
development language was changed from: 

For expenses necessary for basie and applied scientific research and develop- 
ment, by contract or otherwise, and transportation of things $ , to remain 
available until expended. 
to read: 

For expenses necessary for basic and applied scientific research and develop- 
ment, including maintenance, rehabilitation, lease, and operation of facilities and 
equipment, as authorized by law $ , to remain available until expended. 

The language of this appropriation was changed, as indicated on 
page 31 of the House committee report, in order to make the research 
and development appropriation language identical for the three mili- 
tary departments. 

On page 39 of the House committee report, the committee stated, in 
part, that one of the primary programs covered by the maintenance 
and operations appropriation of the Air Force is “research and test 
support, including the maintenance and operation of installations for 
support of research and development programs, and major repairs and 
minor construction at such installations.” 

To avoid any possibility of misinterpretation and because there was 
no transfer of applicable maintenance and operations funds to the 
research and development appropriation for this purpose, the Air 
Force desires to make of record the point that it considers the intent of 
Congress to be that, during fiscal year 1955, the Air Force will finance 
direct costs of basic and applied scientific research and development 
from its research and development appropriation, and the indirect 
costs of this program from the appropriations in which the Air Force 
budgeted and the House approved funds for these purposes, 
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ACTION 





FURTHER HOUSE 










The House of Representatives has reduced the original research and 
development request of $431 million by 5 percent for a new total of 
$409,450,000. Taking into consideration the necessity for exercising 
economy, as well as recognizing the necessity for maintaining a sound 
program of weapon development, the Department of the Air Force 
strongly recommends the reinstatement of the $431 million program. 
In this period of cold war, we must actively promote the development 
of weapons, associated materiel, and operating skills and techniques 
which will insure the continued superiority of the United States Air 
Force over that of our potential enemy. 














APPEAL FROM HOUSE ACTION 











RESEARCH AND DEVELOPMENT 


(P. 24, line 12) 









1954 appropriation- $440, 000, 000 
1954 revised appropriation (plus transfers) $42, 120, OOO 
1955 estimate 431, 000, 000 






409, 450, 000 
109, 450, 000 






House committee 


House floor 






(House hearings, p. 634) 







The Department of the Air Force requests the following amendme 





PROPOSED AMENDMENT 




















Page 24, line 16: Strike out “$409,.450,000" and insert in lieu thereof 
‘$431,000,000", the estimate and an increase of $21,550,000 over the House 






approved amount, 


EFFECT OF PROPOSED AMENDMENT 








The restoration of $21,550,000 will permit execution of a properly balanced 
fiscal year 1955 research and development program which is in phase with the 
fiscal year 1954 program and essential for the timely introduction of modern 
‘ombat equipment in the future. 








HOUSE COMMITTEE REPORT 












“The amount of $409,450,000 recommended for this appropriation is $21,550,000 
below the budget request. This is a reduction of 5 percent based on the fact that 
the program is leveling out, and with the estimated carryover into fiscal 1955 of 
$85,100,000 in unobltigated funds the Air Force will have available for obligation 
in 1955 $494,550,000. The reduction made should not affect the level of basic 
essential research and development work. 

“The level of effort in this field is better expressed in terms of expenditures than 
t is by obligations since tae obligations are usually incurred substantially ahead 









of the major work accomplishment. This has been so much the case in the past 
that obligations for continuing programs have been piled one upon another with 
the result that the commitments for overall research and development work 
extended far beyond a reasonable period. As stated above, the Air Force esti+ 
mates that there will be $85,100,000, of the funds presently available, unobligated 
as of the beginning of fiscal vear 1955. In addition, there will be about $428,800,- 
000 of unliquidated obligations on the books making a total of unspent funds of 
$513,900,000. When the recommended appropriation of $409,450,000 is added, 
the total available for expenditure in fiscal 1955 and subsequent years becomes 
$923,350,000 of which about $493,350,000 will still be unspent at the end of the 


vear.”’ 



















338 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 





JUSTIFICATION 





OF PROPOSED AMENDMENT 








] eveiing out of the program 





The report states that the proposed reduction of 5 percent is “based on the 
fact that the program is leveling out.’’ However, a reduction of 5 percent from 
the proposed program does not permit a “leveling out.”’ Furthermore, this 
reduction cannot be considered alone, because in reality the fiseal vear 1955 esti- 
mate of $431 million represents a reduction of approximately $100 million in 2 
years. This rate of contraction approximating 10 percent per year has already 
required consic*rable program readjustments to avoid a most serious impact 
upon essential research and development. 

This fiscal vear 1955 program represents an increment of a stable research and 
development program at a level which is necessary for effective results. Testi- 
monv to this effect is incorporated in the recent hearings before the House sub- 
committee of the Committee on Appropriations on pages 659 and 660. 

The adjustments made to the fiscal year 1953 and fiscal vear 1954 programs 
which have taken place during the past vear are consistent with the $431 million 
estimate for fiscal vear 1955. Situations which require too rapid curtailment in 
the research and development program result in termination without realizing 
anv pavoff from projects in which previous investments have been made and 
further restrict or eliminate the initiation of new work, the effect of which will 
not be observed for 3 to 7 vears in the future. It is false 
effort which i 


























































































































economy to eliminate 
about to deliver tangible returns and it is an unjustifiable risk 
under the present conditions of tension to assume that there will be less require- 
ment for improved militarv capability in the next few vears. 

The period from the end of World War II to 1948 was a period of rapid con- 
traction which resulted in major technical deficiencies requiring very large in- 
creases in subsequent. vears. The emergency in Korea, which ushered in the 
current period of prolonged tension pointed the need for emphasis in this field. 
It required an immediate input of $167 million as a supplementary appropriation 
in 1951 Additional overall increases in 1952 and 1953 represented an effort 
to establish an improved position. A curtailment beyond the rate which has 
already been set by the proposed fiscal year 1955 budget level exposes us to a 
drastie and costly attempt to compensate later on. 

































































Unobliqated carryover 





Normally research and development projects require an average of 5 years to 
complete. Financing policies of the Air Force for research and development, 
as a general rule, awit for the funding of 12 months of work. The fiscal year 
1955 budget estimate of $431 million represents the required financing for a 
specific phase of work on each approved research and development project. 
All of the fiscal year 1954 estimated unobligated funds amounting to $85,100,000 
are still specifically earmarked for the accomplishment of the work planned in 
the fiseal vear 1954 phase of the program. Furthermore, adherence to the 
policy of minimum advance financing has prevented the accumulation of obtiga- 
tions for continuing programs so that the length of time represented by com- 
mitments for overall research and de velopment work has been shortened rather 
than ‘‘extended far beyond a reasonable period”’ as the report contends. 

With respect to the estimated carryover of $85,100,000, the reduction in the 
approprig ation level from fiscal year 1953 to fiscal year 1954, as well as administra- 
tive actions taken by the Office, See retary of Defense, necessitated a realignment 
in both the fiscal year 1953 and fiscal vear 1954 programs. This realignment 
resulted in numerous reprogramings and thus delayed entering into firm contracts 
as rapidly as would have been done had reprograming not been necessary. This 
reprograming situation is analogous to that recognized by the 


stated in its report on the “Aircraft and related procurement” 
follows: 






















































































committee as 
appropriation, as 
‘* * * it is recognized that the reprograming which has taken place 
over the past 12 months has made it impossible to enter into firm well-defined 
contracts as rapidly as might have been done had that reprograming not been 
necessary”’ (p. 35 of the report). The fiscal year 1954 research and development 
program of which the unobligated balance is a part has been programed in such 
a wav during the past 12 months as to smooth out the impact of the sizable re- 
duction in the appropriation level for the 2 fiscal years, 1954 and 1955. 









































Effects of proposed reduction 





Any general reduction such as is proposed affects many projects. For example, 
the reduction in appropriation level from fiscal year 1953 to fiscal year 1954 and 
the administrative action taken by Office, Secretary of Defense during May 1953 
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resulted in changes to almost every project in the program. The proposed 5 per- 
cent additional reduction will require a reevaluation of important items which 
have large programed funding. These items include 7 to 8 major weapon and 
supporting systems. 

These projects would have to provide approximately 50 percent of the suggested 
reduction. However, it should be noted that at the same time, there are current 
operational demands for increased emphasis in all these areas. The balance of 
the proposed reduction would have to be absorbed by many changes in smaller 
technical developnents which provide the equipment to make the major weapon 
systems effective. A preliminary estimate is that 49 such items would be affected 
immediately and the subsequent readjustments resulting from this initial re- 
arrangement would total approximately twice this number. These program 
changes superimposed upon those already included in the $100 million reduction 
from the 1953 level to the proposed 1955 level will in fact substantially affect 
the level of essential research and development and curtail the amount of effort 
which can be initiated to meet future needs. 


PROJECT COMPLETION 


Senator Fercuson. The Air Force itself has said that on the average 
5 years are required for the completion of a project. Does this account 
for the large amounts that are asked for in this appropriation? 

General Yatrrs. While the Department of the Air Force recognizes 
that $431 million as such is a large amount of money, it is necessary 
that the impression that this represents a disproportionately large 
appropriation for research and development be dispelled. Actually, 
it is about $100 million less than the appropriation of fiscal year 1953. 
This rate of contraction, approximately 10 percent per year, has 
already required program adjustments which have resulted in the 
stretchout or deferment of certain major weapon systems develop- 
ments. 

With respect to the main point of your question, this request 
provides for the continuation of projects which have been initiated 
in past years. The policy of the Air Force is to finance projects 
annually on the basis of 12 months of work. Thus, while a project 
may require 5 years to complete, only 12 months of work is funded 
within any particular fiscal year’s budget. Therefore, in fiscal year 
1955, for example, about 80 percent of the operating program will 
represent work initiated in prior fiscal years. Furthermore, since 
the operating program in any particular fiscal year is predominantly 
composed of work initiated in prior years, the need for stability in 
the level of “Research and development” appropriations is essential 
to sound planning and management. 


POSSIBLE DUPLICATION 


Senator Fureuson. All of the military departments have large 
research and development appropriations. How can you help but 
have a great deal of duplication? 

General Yates. The problem of duplication is one which is given 
close attention both within the Air Force and the Department of 
Defense. Within the Air Force, the centralization of research and 
development in the Air Research and Development Command makes 
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it possible to keep the various projects under close scrutiny and to 
detect and eliminate unwarranted duplication. When a project is 
proposed for initiation at the laboratory level, it must go through 
various echelons for review before it is finally approved. At each of 
these echelons—that is the center, the command and headquarters, 
Air Force levels—it is subjected to review and a determination as to 
whether or not it duplicates unnecessarily any work which is already 
being carried on by the Air Force or is known to be carried on by the 
Army or Navy. 

In addition to the review carried on within the Air Force, the 
Department of Defense, through the Office of the Assistant Secretary 
of Defense (Research and Development), performs a function of review 
and coordination through the medium of military coordinating com- 
mittees. These committees, which are established to cover 13 
different areas of research and development effort, consist of represen- 
tatives of the military departments, the Office of the Assistant Secre- 
tary of Defense (Research and Development) and the Offices of other 
Assistant Secretaries of Defense, as appropriate. These committees 
in their reviews of the project of the three services have as one of their 
major objectives the elimination of unwarranted duplication. 

An additional check on the program of the three services is obtained 
through the review of technical programs by the civilian advisory 
panels of the Office of the Assistant Secretary of Defense (Research 
and Development). These panels are composed of consultants 
appointed from among the outstanding scientists and engineers in 
the United States. 


HUMAN RESOURCES RESEARCH INSTITUTE 


Senator Frerauson. During the hearings last year criticism was 
directed at the Air Force research and development project which 
dealt with the social and _ psychological vulnerability of the 
U.S. S. R., which was indeed a most questionable project. I under- 
stand that former De ‘puty Secretary of Defense Roger Keyes approved 
the completion of this study since it was so far advanced and in order 
that conclusions could be formulated based on previous analyses. 
This particular contract with Harvard University was under the 
jurisdiction of the Air Force Human Resources Institute, Maxwell 
Field, Ala. 

Now it is my understanding that during the past year the Air 
Force has made several objective changes in the program and organ- 
ization of the Human Resources Research Institute which will elimi- 
nate such research projects as this in the future, and will assure that 
future activities of the Institute were of a sound constructive nature. 
I have before me a short report prepared by one of the staff members 
concerning this matter which I shall be pleased to make a part of 
the record at this point. 

(The statement referred to follows:) 


Unitep States Air Force Human Resources Institute, MAXWELL FIEeEcp, ALA. 


During the hearings on H. R. 5969, the Defense Appropriation Act for fiscal 
year, 1954, considerable discussion was had as to the type of research being carried 
on by the Rresearch and Development Command through the Human Resources 
Institute at the Air University, Maxwell Field, Ala. The Air Force was severely 
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criticized for a contract with Harvard University on the social and psychological 
vulnerability of the U. 8. 8. R., better known as An Analysis of the Soviet Social 
System. 

As a result of the strongly expressed interest of both the House and the Senate, 
an inquiry was made of the Air Force concerning the type of research program 
being carried on by the Human Resources Institute and as to just what action was 
contemplated to assure that future activities of the Institute were of a sound, 
constructive nature. 


REVIEW OF HARVARD CONTRACT 


The Harvard contract on the social and psychological vulnerability of the 
U. 5. 5. R. was reviewed by the Office of the Secretary of Defense and approval 
was given for the completion of the contract by Deputy Secretary of Defenss 
Roger Kyes. According to information furnished by the Air Force, Mr. Kyes 
gave his approval only after a review of the matter and consultation with all 
interested agencies, including CIA, the Department of State, ete. The eighth 
and final supplement for completion of the prdject in the amount of $98,009 of 
fiscal year 1953 funds was approved on July 30, 1953, bringing the total cost of 
the project to $908,000. The contract will be completed by June 30, 1954. The 
final year of the contract is being used to formulate conclusions based on all 
previous analyses, and will be directed toward current Air Force needs. Some of 
the key questions involved in this study are: How ean you occupy territories 
captured by air? Can you control them through air power alone? How do you 
communicate with enemy groups, leaders, urban populations, the people at large? 
What will be the likely effects on the thinking and acting of the Russian peopl 
of different Air Force weapons? The Air Force pointed out that even tentative 
answers to these kinds of questions cannot be given by the military planners 
without access to the knowledge about the U. 8. S. R. being produced by th: 
Harvard contract. 


OBJECTIVE CHANGES IN PROGRAM AND ORGANIZATION OF HUMAN RESOURCES 
RESEARCH INSTITUTE 


The Air Force seems to have taken several very objective steps to tighten uy 
the research program of its Human Resources Research Institute. In so doing, 
they have taken into consideration the views of the members of the Congress 
as expressed during the hearings on H. R. 5969. The Air Force is of the opinion 
that the actions taken will assure that no research will be undertaken except to 
meet urgent and clearly stated needs related to the primary mission of the Air 
Force. Research will be initiated only on problems where there is strong assurance 
that the results will make a significant contribution to Air Force efficiency. 

Illustrative of the rather drastic revisions in the program of the HRRI, there 
were in existence as of March 1953 a total of 45 research projects being carried 
on. Twenty-nine of the projects will be completed or terminated within the 
calendar year of 1953, and only 16 will be carried over into calendar year 1954 
for completion. . 

The HRRI budget authorizations and obligations for contractual purposes 
have likewise been rather drastically curtailed as will be indicated in the following 
tabulation: 

{In theusands] 


Fiseal year | Fiscal year | Fiseal year , Fiscal year 
1952 1953 1954 1955 


Authorization : $2, 535 $2, 034 $283 |) 
Obligations ) 21,130 Of 


! Tentative 
As of Aug. 31, 1952 
’ As of Sept. 30, 1953 


(nother matter of significance is that all contract research proposals in support 
of psychological warfare operations have been canceled; and, a directive has been 
forwarded to the initiating agency that no further contract proposals from that 
source will be acted upon. Two contracts in this field have been canceled and the 
only two now in existence which will extend into calendar year 1954 will not receive 
additional fund support. Both will be continued so that the Air Force will 
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receive the research products for which it has already paid. Rather concrete 
procedural reforms in administration of psychological warfare research have been 
established to assure conformity to the assigned Air Force mission. All projects 
in the future in support of psychological warfare operations will be reviewed by 
the Department of Defense for conformity to the assigned Air Force mission, to 
demonstrate an urgent military requirement, and to avoid duplication of reaearch 
being performed by other services 

The HRRI in the past has conducted research in various other fields than 
psychological warfare, such as human relations research, ete. Likewise these 
programs have been reviewed and several contracts in the field of human relations 
have been terminated. 

ORGANIZATIONAL CHANGES 


To simplify the organizational structure for the administration of social science 
research, the Human Resources Research Institute, Air Research and Develop- 
ment Command, Maxwell Air Force Base, Ala., and the Human Factors Opera- 
tions Research Laboratories, Air Research and Development Command, Bolling 
Air Force Base, are being dissolved. Social science research functions of these 
organizations will be performed by the Personnel and Training Research Center, 
Air Research and Development Command, Lackland Air Force Base, primarily 
on an in-service basis. With reference to conducting such research on an in- 
service basis, the writer has been confidentially informed by one engaged in this 
type of endeavor that this is indeed a step in the right direction as opposed to 
contracting with various universities for this type of work. 


ORGANIZATION OF INSTITUTE 


Senator Ferauson. Would the Air Force care to comment on the 
organizational changes or present organization of the HRRI? 

General Yates. At the beginning of fiscal year 1954, the Human 
Resources Research Institute at Maxwell Air Force Base, Ala., was 
| of the 3 major Air Force organizations involved in psychologi- 


cal and social science research. The other two were Human Resources 
Research Center at Lackland Air Force Base and Human Factors 
Operations Research Laboratories at Bolling Air Force Base. On 
March 1, 1954, all three laboratories were integrated into a new 
center within the organizational structure of the Air Research and 
Development Command with a consequent saving in manpower. 
This new center has been established with headquarters at Lackland 
Air Force Base and is known as the Air Force Personnel and Training 
Research Center (AFPTRC). Only the educational research functions 
of the former Human Resources Research Institute have been retained 
in this new center. The intelligence research function is currently 
being considered for transfer to the new Air Intelligence and Recon- 
naissance Laboratory at Rome Air Force Base. The psychological 
warfare research function has been entirely discontinued. The 
overseas detachments in Paris and Tokyo, already on a provisional 
basis, will be completely eliminated on July 1, 1954. 

Before the above integration took effect there was a total manpower 
authorization for the !above 3 organizations of 1,396. The present 
authorization is 743. A manpower reduction of 653 has thus been 
realized. 
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ots RESERVE PERSONNEL 
by 
o STATEMENT OF BRIG. GEN. WILLIAM S. STONE, DEPUTY DIRECTOR 
n 
OF PERSONNEL PLANNING HEADQUARTERS, UNITED STATES 
a AIR FORCE 
ns Amounts available for obligation 
a Estimate, 
pa Actual, 1953 1954 1955 
p- “ae 
a- Appropriation or estimate $26, 196, 000 $14, 900, 000 $28, 000, 000 
nd Prior year balance available: Appropriation 9, 287, 349 14, 204, 246 
‘S Recovery of prior year obligations 154, 129 
se Reimbursements from other accounts 1, 361 4 
> 
y Total available for obligation 35, 638, 839 29, 194, 250 28, 000, 000 
Balance available in subsequent year: Appropriation —14, 204, 246 
i~ Unobligated balance, estimated savings 4,705 4, 340, 000 
IS ; 
oO Obligations incurred 21, 339, 888 24, 854, 250 28, 000, 000 
Obligations by activities 
‘ Description — ae coe 
l Direct obligations 
5 Pay and allowances, Air Foree Reserve and Air Force Reserve 







officers training corps_. $14, 883,537 | $18, 763, 250 $21, 511, 000 

Travel, Air Force Reserve, and Air Force Reserve officers | | 
training corps—training duty --- | 1, 153, 643 1, 922, 000 | 1, 751, 000 
Subsistence 274, 346 718, 000 TOR, OOO 










Individual clothing 5, 027, 001 3, 451, 000 4,030, 000 









21, 338, 527 , 854, 250 28, 000, 000 





Total direct obligations. 







Obligations payable out of reimbursements from other accounts 






Individual clothing 





Total obligations payable out of rcimbursements from 
other accounts 






Obligations incurred 








GENERAL STATEMENT 








Senator Ferguson. Will you now present your statement on 
reserve personnel, General Stone? 

General Sronz. I shall be glad to. 

Mr. Chairman, this presentation is divided into two parts—the 
Air Force Reserve; and the Air Foree ROTC. I shall discuss the 
Air Force Reserve first. 









AIR FORCE RESERVE 





The Air Force Reserve is an essential part of the total air power of 
the Nation. Its mission is to provide trained units and personnel to 
expand the active force. The Air Force Reserve program before you 
today is designed to provide the means and the flexibility for accom- 
plishing that mission. 

Last year we were proud to review for you some of the individual 
and unit achievements of the Reserve. As an indication of the impor- 
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tance of the citizen soldier’s and the Air Force’s desire to improve upon 
the training program offered him, a Board under the leadership of 
Lt. Gen. Leon W. Johnson, Commanding General, Continental Air 
Command, was established to review the entire program and recom- 
mend changes whereby improvements could be made. All major 
recommendations of this Board have been approved and are in the 
process of implementation within the Air Force. As a further indica- 
tion of the interest taken in the Reserve program by our Chief of 
Staff, General Twining, the officer within the Air Staff who is respon- 
sible for guiding Reserve matters has been given direct access to the 
Chief of Staff. 

At the present time, 80 percent of the Air Force officers on active 
duty are Reserve officers. These men have become completely in- 
tegrated in the active force. It is quite apparent that the Air Force 
could not achieve its current mission without them. Their ability 
to perform satisfactorily on active duty will be sustained by the 
training program made available to them should they leave the active 
establishment. 

RESERVE TRAINING PROGRAM 


The Air Force Reserve training program for fiscal vear 1955 pro- 
vides for the training of a total of 14,500 officers and 21,000 airmen in 
the paid program elements. During the same period, an additional 
84,800 will receive training in the volunteer or nonpaid program ele- 
ments. ‘The money expended will provide the following pilot re- 
sources: 2,946 pilots distributed in the unit training program and 
1,400 additional pilots in the mobilization assignee program. The 
fiscal year 1955 paid Reserve personnel program will cost $16,251,000 
excluding the Air Force ROTC. Our progress toward the long-range 
objective is best shown by the following table: 


End of fiscal year | End of fiscal year | End of fiseal year 
1953 1954 1955 


ersonnel Units} Personnel | Units} Personnel |Units! Personnel 


23 &, 401 23 13, 800 24 21, 200 


lactical wings 2 42,150 
Nheplacement f 

squadrons ) 7, 600 200 
Support unit 11, 300 500 13 1, 200 | 2, 350 
Individuals 354, 850 66, 100 79, 550 96, 550 


Krom the above it can be seen that the Air Force is makiog steady 
progress and is overcoming prior manning deficiencies, 


UNIT TRAINING PROGRAM 


The unit training program of the Air Force Reserve for fiscal year 
1955 provides for both tactical and support units. The tactical 
units are: 9 troop-carrier wings; 7 fighter-bomber wings; 2 tactical- 
reconnaissance wings; and, 6 pilot-training wings and 46 replacement- 
training squadrons. Support units are: 2 air-depot wings; 9 aerial 
port operations squadrons, and 7 airways and air communications 
service units. All of the units I have just mentioned have been ear- 
marked for a major command in the active force with which they will 
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serve in the event of mobilization. This establishes a definite reia- 
tionship between the individual undergoing training, his Reserve 
unit, and his active-duty command. It also fosters the command’s 
interest in the training of the unit and enables them to participate 
more actively in such training. 

The training program for these units will require the use of 50 in- 
stallations. On 30 of them Reserve flying training will be conducted. 

The unit-training elements will be supported m fiscal year 1955 
by 479 reciprocating engine and 277 jet-type aircraft, a total increase 
of 287 over fiscal year 1954. 

The unit program provides for the training of 23,761 reservists. 
5,961 of these are officers and 17,800 are airmen. Within the officer 
total, 2,946 are pilots. 

Every unit in the program wil) train as a working organization and is 
authorized 48 inactive duty training periods for the year. In addition 
each unit will serve on active duty for training for 15 consecutive 
days within the vear. 








TRAINING PROGRAM 





INDIVIDUAL 





The individual training of reservists who are not affiliated with 
tactical or support Reserve units will be accomplished through the 
medium ot 85 Air Reserve training centers (formerly specialist Reserve 
training centers and volunteer Air Reserve training units), the mobili- 
zation assignment program, the mobilization designation program, the 
schools program, and the extension course institute. Space required 
by the Air Reserve training centers wil] be either leased or used jointly 
with the other services. They will not necessarily be located at 
flying fields. Training will be accomplished primarily in classrooms 
and shops. Instructors will generally be military personnel supple- 
mented where necessary by qualified civilian instruc‘ors. In those 
instances where it is determined that more effective and more econom- 
ical training can be given through the use of civilian contract schools, 
this procedure will be adopted as has been done in the past. 

The Air Reserve training centers will provide for the training of 
5,080 officers and 3,000 airmen in a pay status, each of whom are 
authorized 24 paid inactive drills and 15 days’ active duty per year. 


PROGRAM 





ASSIGN MENT-DESIGNATION 





MOBILIZATION 


The mobilization assignment designation program is supported by 
the active establishment commands to which the reservist is a mobili- 
zation assignee or designee. 

The mobilization assignee program provides for the training of 
3,459 officers and 200 airmen who are required to participate in 24 
inactive duty drills and 15 days’ active duty per year. Of this, 12 
of the inactive duty drills and all 15 days’ active duty per year are in 
a pay status. These reservists are assigned a specific job which they 
will fiJl in the event of mobilization. 

A mobilization designee is a reservist whose past military experience 
or present civilian occupation is so comparable to the military assign- 
ment which he will occupy in the event of mobilization that he may 
fill that position with the minimum amount of training. Selected 
mobilization designees may perform 15 days, active duty on-the-job 
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training in a pay status. They must also accomplish inactive-duty 
training in a nonpay status in order to maintain familiarity with 
military procedures. 

The schools program provides for the training of 2,682 officers and 
468 airmen in a pay status. 

The extension course institute program provides for the training of 
27,010 officers and 9,990 airmen in a nonpay status. No funds for 
this training are requested in this appropriation. 

The total individual training program provides for the training 
of 96,550 officers and airmen. 

The personnel strengths upon which the dollar requirements for 
this training program are based were arrived at in consideration of 
the experience during fiscal year 1953 and to date in fiscal year 1954 
as well as the following new conditions: 

First: Authority has been granted by the Secretary of Defense 
for the payment of selected volunteer reservists with standby obliga- 
tions. Selections in this category will be based on skill and grade 
requirements and on the availability of the individuals for active 
service when required. 

Second: Authority has been granted for the recruitment directly 
from civil life into the Reserve of 14,000 nonprior service enlisted 
personnel. 

During fiscal vear 1955 the major source of procurement of officers 
who will participate continues to be from the present nonparticipating 
reserve pool, although the first significant g gain of officers with obligated 
Reserve service under Public Law 51, gad C ongress is expected to be 
experienced during that fiscal year. 


RESERVE AIRMEN 


During the latter half of fiscal year 1954 throughout fiscal year 1955, 
the paid airmen portion of the Reserve will be increased materially 
by the recruitment of 7,500 nonprior service enlistees in the Reserve 
training wings. These, together with those who will affiliate upon 
release from active duty, including those with no further obligated 
Reserve service, will produce the greatest gains to the airmen 
strength. 

Our recent recruiting to the paid-program elements of the Reserve 
has been more productive in some areas than we expected at the time 
of preparation of this budget request. Although we cannot be sure 
at this time that these favorable trends will continue, the net effect 
of our most recent experience leads us to believe that it may be neces- 
sary for us to seek additional financial support for this program prior 
to the end of fiscal year 1955. We sincerely hope that our added 
emphasis on participation in the Reserve program will produce more 
rapid progress toward our goals. 


AIR FORCE ROTC 


As a result of the revised wing objectives and associated officer 
requirements which have been announced at various times since May 
1953, the ROTC program has experienced several modifications. The 
reorientation of the program has affected the numbers enrolled, the 
numbers who will be graduated and the numbers who will be com- 
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missioned for active duty as officers. The program has been revised 
predominantly toward meeting flying officer requirements. Enroll- 
ments in the advanced course will provide flexibility in meeting changes 
in the projected active force requirements. The program will also 
provide a flow of junior officers into the Reserve. The number in 
the basic course has been adjusted downward slightly to reflect 
realistic capabilities under the reoriented program, but remains close 
to prev ioaaly established levels. A broad basic enrollment is essential 
if the Air Force is to have adequate numbers of qualified and motivated 
flying training applicants. 

Enrollment in the advanced course has been set at levels which will 
produce a number of qualified graduates over and above those to be 
commissioned and ordered to duty upon graduation. These individ- 
uals will be trained against Reserve force requirements for younger 
officers. They will be given certificates of completion upon § graduation 
which will entitle them to a Reserve commission upon completion of 
their selective-service obligation in an enlisted or selectee status. 
They will be authorized to enlist in the Air Force for 2 years if they so 
desire. 

This plan offers the following advantages: 

1. It provides for flexibility or year-to-year control of the produc- 
tion. 

2. It affords an element of competition for the limited active-duty 
spaces and enhances our capability for attracting qualified and moti- 
vated flight-training applicants. 

3. It retains an acceptable base for expansion in the event of 
emergency or increased requirements of the active force. 

The fiscal year 1955 enrollments are broken down in the appendix 
to this statement. The estimated cost of this program for fiscal year 
1955 is $11,749,000. 

The fiscal year 1955 military personnel program provides for 6,750 
ROTC graduates to enter flying training. At the time the budget was 
prepared this was the best estimate of the Air Force capability to pro- 
eure flight motivated and qualified applicants from ROTC. It now 
appears that approximately 7,000 graduates will enter pilot and ob- 
server training and it is possible that more officers from this category 
will be available. In the event that additional college-trained men 
are available, the number of aviation cadets programed, who are now 
eligible upon completion of high school, will be correspondingly re- 
duced. In addition, approximately 1,000 graduates will be commis- 
sioned and called to duty primarily for technical specialists. About 
395 veterans will also be commissioned, however, since most of them 
have completed at least 2 years of service they will not be called to 
active duty unless they apply for flying training or are required to fill 
critical nonrated shortages. 

In summary, the Air Force recognizes that all elements of its Re- 
serve program are essential and is taking steps to enhance their attrac- 
tiveness. In this effort, the responsibility for the development of the 
Reserve forces has been placed upon the air staff agencies which are 
responsible for developing the active Air Force structure. Consider- 
able progress is currently being made in the improvement and stability 
of the Reserve program. 
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APPENDIX 


ROTC enrollment for fiscal year 1955 
Beginning End Average 


69, 000 50, 000 ) 
I 38, 000 33, 200 3 
ll 15, 000 13, 300 1 
V 11, 740 10, 200 1 


5, 000 
5, 600 
4,150 
0, 970 


Air Science I 
Air Science I 
Air Science I 
Air Science I 


Total. . 124, 740 106, 700 115, 720 
Summer camp, 13,300 


APPEAL FROM HOUSE ACTION 


RESERVE PERSONNEL, AIR ForRcE 
(P. 28, line 4) 
(House hearings, p. 866) 


The Air Force recommends that on page 28, line 10, the word “‘installations’’ 
be substituted for the word “institutions”. The Air Force also recommends 
that on page 28, line 12, after $28,000,000” insert the following proviso: 

‘Provided, ‘That for purposes of expanding the Reserve Personnel Program 
beyond that provided in the appropriation contained herein, the Secretary of the 
Air Force may transfer to and merge with this appropriation an additional amount 
of not to exceed $5,000,000 from unexpended balances of any appropriation 
available to the Department of the Air Force for obligation.”’ 


HOUSE COMMITTEE HEARINGS 


“General Asensro. The next change is in the Reserve personnel requirements 
appropriations 

“Mr. Scrivner. That is found on line 5 of page 215. You wish to delete 
the words “‘or undergoing training and instruction”. Why is that? 

“General Asgensio. Since they are redundant. The same thing is thoroughly 
covered in the words just previous to that particular clause. 

“Mr. Scrivner. Is that all? 

“General Asensio. That represents all of the changes, sir. 

“Mr. ScrtvNeR. You mean you may have the bill in just about the form you 
want it from here on out, now? 

“General Asensto. Sir, I would not presume to restrain or constrain General 
Bogart, my successor, from offering such changes as he deemed to be required."’ 


HOUSE COMMITTEE REPORT 
No comment was made. 


AIR FORCE COMMENTS 


Recent progress toward our fiscal 1954 and fiscal 1955 Reserve personnel goals 
is so gratifying that it may prove our request for funds in this budget to be an 
understatement of our requirements. The $28 million estimate, presented to the 
Congress for the ‘‘Reserve personnel” appropriation, represented a very “‘tight’’ 
budget and provided only for limited requirements. The progress of this program 
has been very closely observed and during the latter part of this fiscal year it has 
become quite apparent that officer participation is greater than envisioned in our 
estimates and that we will exceed the objectives developed in January for this 
year as well as for fiscal 1955. 

This abnormal “input’’ is encouraging in that it may permit expanding our 
Reserve personnel program more rapidly than previously contemplated. This is 
particularly significant because of the importance of the program in relationship 
to the overall military program. In fact, this particular point was commented on 
in the House committee report. As a result, we feel that the fiscal 1955 program 
should not be restricted to the limited funds for which provision was made in the 
estimates. 
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It is, therefore, recommended that the language of the Air Force’s ‘‘ Reserve 
personnel” appropriation be amended to permit the transfer of additional funds 
to this appropriation for the purpose stated. This could be accomplished by the 
insertion of the aforementioned proviso. 


Arr NATIONAL GUARD 


STATEMENT OF BRIG. GEN. WINSTON P. WILSON, CHIEF, AIR 
FORCE DIVISION, NATIONAL GUARD BUREAU 


Amounts available for obligation 


Estim ite, 


Actual, 1953 1054 


Appropriation or estimate_. $106, 000, 000 | $147, 100, 000 $160, 000, 000 
Reimbursements from other accounts. 272, 410 39, 000 0 


Total available for obligation 4 106, 272, 410 147, 139, 000 160, 000, 000 
Unobligated balance, estimated savings 11, 167, 250 6, 545, 000 0 


Obligations incurred__-_.......-. : 95, 105, 160 140, 594, 000 160, 000, 000 


Obligations by activities 


Estimate, Estimate, 


Description Actual, 1953 1954 1955 


Direct Obligations 


Majer procurement $14, 652, 494 § 000 $20, 484, OO 
Acquisition and construction of real property 13, 000, 934 707, 000 12, 791, 000 
Maintenance and operation 56, 466, 946 71, 000 101, 561, 000 
Military personnel requirements 10, 712, 376 9, 723, 000 25, 164, 000 


Total direct obligations 94, 832, 750 555, 000 160, 000, 000 
Obligations Payable Out of Reimbursements From Other Accounts 


Maintenance and operation 000 
Military personnel requirements . 28, 3 29, 000 


Total obligations payable out of reimbursements from 
other accounts 39, 000 


Obligations incurred : 4 95, 000 160, 000, 000 


GENERAL STATEMENT 


Senator Frrauson. I believe Brig. Gen. Winston P. Wilson has a 
statement on the National Guard. Will you present your statement 
at this time, General Wilson? 

General Witson. We are here to present to you the estimate of 
funds required to support the Air National Guard during fiscal year 
1955. This estimate, in the amount of $160 million, was presented 
to the Committee on Appropriations in the United States House of 
Representatives on March 16 and 17, 1954. This amount will, 
in the training and support that it provides, make a substantial con- 
tribution to the defense and security of our Nation. 

The Air National Guard is a military organization—but its members 
are civilians. They work on farms, in factories, in stores, in offices. 
They are students, clerks, engineers, mechanics, mineworkers, doctors, 
lawyers, bookkeepers. They are employers and employees—bankers 
and small depositors—veterans and nonveterans. But whatever 
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their civilian occupation, they give part of their time each week to 
train toward the defense of their community and their country. 
Each Air National Guard unit is a hometown organization, with local 
membership, support and spirit, serving our Nation in both peace 
and war. Yet its members, except when called to active military 
service during a national emergency, are employees of American 
industry and the business and professional men of their community. 

Two things have always been kept in mind in any expansion of the 
Air National Guard organization: first, that the civilian airman must 
be well trained and ready to join the Regular Air Force in time of 
need or national emergency; and second, that the strength should not 
exceed the maximum which the States could recruit and maintain at 
a satisfactory standing in consonance with the requirements of the 
Regular Air Force. 

The Air National Guard of the United States was given the mission 
of providing a Ready Reserve component of the Air Force capable of 
rapid expansion to war strength, able to furnish units fit for immediate 
service anywhere in the world, and ready to join with the Regular 
Air Force in providing an M-day force capable of conducting air 
defense, air offense, and joint action with surface forces. Further r, 
the Air National Guard of the several States and Territories have a 
State Mission of “Protection of life, property, and preservation of 
peace, order and public safety under competent laws of the State.”’ 
Whenever disaster strikes—wherever life and property are threatened, 
you will find your Air National Guard ready to offer every assistance 
possible. It is an immediately available force in every State and 
Territory, trained and equipped not only to help protect American 
lives and property against an armed aggressor, but in times of emer- 


gency—whether it is an explosion in Texas, a hurricane along the rugged 
coast of Maine, starving cattle on the plains, floods in the Kansas, 
Nebraska, and Missouri areas, blizzards in the North and Midwest— 
to set up emergency communications, evacuate and care for refugees, 
and perform other services for the safety and well-being of the 
populace. 


CONTEMPLATED PROGRAM 


Present programing contemplates an ultimate organizational struc- 
ture of 724 units with an authorized strength of 85,700 officers and 
airmen to be attained by end of fiscal year 1956. Of the total 724 
units, 585 will be regular table of organization type. This organiza- 
tional structure is programed as a vital part of the overall Air Force 
composition and is designed to support and augment the Regular 
Establishment in the event of mobilization or a national emergency. 


GUARD STRENGTH 


As of March 31, 1954, we had in our total of 621 units a strength of 
46,283 officers and airmen. Our objective is 50,700 personnel by end 
fiscal year 1954. That leaves an average of only 1,472 per month to 
be secured between that time and June 30. During the past 3 
months of this year, we have averaged a gain of 1,991 officers and air- 
men permonth. Our citizens and citizen-soldiers are vitally interested 
in the Air National Guard as a bulwark of our national defense and the 
local support given to the Air National Guard is invaluable. Without 
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it the Air National Guard structure could not have developed to the 
extent that it has today. Plans for rebuilding, reorganizing, and re- 
equipping the Air National Guard units are being accomplished. Pro- 
gram objectives are being attained. 

To support the Air National Guard program for fiscal year 1955, we 
are submitting this budget estimate in the amount of $160 milllon. 
These funds will provide for the continued development of the Air 
National Guard as a strong ready Reserve force. By end fiscal 
year 1955, the Air National Guard is programed to reach a personnel 
strength of 7,900 officers and 57,800 airmen for a total of 65,700 
officers and airmen organized into 718 units. Of the 7,900 officers 
3,540 will be pilots, and 585 of the units will be under regular table of 
organization. 


CONSTRUCTION REQUIREMENTS 


Construction requirements contained in this estimate will provide 
facilities with which to house and train our units. These include 
such items as complete facilities for 3 squadrons, 3 runway taxiway 
extensions, 2 hangars, 2 aircraft parking aprons, and 3 other training 
facilities to support Air National Guard activities. This program 
will provide 10 complete facilities in which to train the 7 engineer 
aviation companies and 3 aircraft control and warning units. Pro- 
visions are also made for the establishment of 2 additional permanent 
training sites. 

This phase of the construction program will further the Air National 
Guard capability for conversion to jet-type aircraft. 


PROCUREMENT PROGRAM 


The 1955 procurement program for the Air National Guard is a 
phased increment to provide material and equipment for the 718 Air 
National Guard units that will be in the Air National Guard program 
by end fiscal year 1955. 

It should be pointed out that the requirements established for 
equipping our units are based upon providing only those items re- 
quired and deemed essential for individual ‘and unit training, as 
opposed to full authorizations of comparable Air Force units. 

Base-equipping requirements are limited to those items necessary 
to the operation of the installations. This policy of providing Air 
National Guard: units with only essential training and operational 
equipment is resulting in, and will continue to result ‘n, substantial 
reductions in the requirements for equipment within the Air National 
Guard program. 

By end fiscal year 1954 the Air National Guard will have received 
approximately 80 percent of its required items of equipment. By 
end fiscal year 1955, it will be approximately 90 percent equipped. 
The conversion of Air National Guard units from conventional to jet- 
tvpe aireraft is causing continuing revisions in our equipping program. 


TRAINING PROGRAM 


The Air National Guard training program represents a major 
undertaking. A man may be given a uniform and assigned to an 
Air National Guard unit, but that alone will not make him a trained 


44991—54 











352 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


air guardsman. A comprehensive and intensive military training 
program is designed to do that. This program includes 48 inactive 
unit training periods of not less than 2 hours each in which 88 percent 
of the officers and 82 percent of the airmen will participate. During 
these unit training periods the guardsmen without prior military ex- 
perience is given instruction in such basic military subjects as unit 
mission, military courtesy, military drill, security intelligence, ground 
safety, military sanitation and hygiene, etc. For the more experienced 
guardsmen there is sectional training in his specialty, such as personnel 
and administration, supply, aircraft maintenance, operations, intelli- 
gence, communications, aircraft armament, etc. The pilots, in addi- 
tion to ground-training subjects and general military training, must 
get in a minimum total flying time of 100 hours a year, and combat 
pilots must get in a minimum total flying time of 125 hours a year. 

Certain selected airmen and officers will attend Air Force and Army 
service and technical schools. At such schools they will take courses 
such as aircraft maintenance, armament and ordnance, communica- 
tions, photography, weather, intelligence, food service, supply, and 
so forth. <A total of 6,201 officers and 47,376 airmen are expected to 
attend 15 days’ field training during fiscal year 1955. During those 15 
days the guardsmen will actually be in the field, living and working 
under field conditions, and operating as a complete wing. Permanent 
training sites for field training and other exercises will greatly augment 
and increase the effectiveness of the training program for the Air 
National Guard units. 


GUNNERY EXERCISES 


We have also provided within this estimate for selected personne! 
to participate in gunnery exercises. These gunnery exercises are for 
the purpose of enabling combat pilots, supported only by essential 
ground personnel, to attain and maintain the minimum degree of 
proficiency required for aeria! gunnery. Most Air National Guard 
units do not have ranges sufficiently close to their home bases to 
provide for actual gunnery and bombing practice during unit assem- 
blies. Past experience has proved that these special exercises for 
selected personnel result in a vast improvement in the gunnery 
proficiency of Air National Guard pilots. 

Funds have been provided within these estimates for the mainte- 
nance and the operation of 144 Air National Guard facilities, 85 of 
which are flying fields. Four of these are permanent training sites 
on which no Air National Guard squadrons are permanently based. 
Also included are funds for service contracts, communication services, 
and hospitalization at other than Air Force facilities. 


AIR TECHNICIANS 


Air technicians, the civilian personnel who are required to maintain, 
operate, and support training equipment, property, and facilities for 
the Air National Guard, will total 8,180 man-years. To be emploved 
as an air technician, the individual is required to be a military member 
of the Air National Guard. 

We in the Air National Guard recognize that the future of the Air 
National Guard is dependent upon a program which will provide a 
reasonable and adequate supply of young and enthusiastic pilots with 
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which to man our tactical aircraft. Since 1952 we have developed 
such a program and through the first 9 months of fiscal year 1954 we 
have accrued to the Air National Guard a total of 293 pilots from pilot 
training sources. It is encouraging to note, that by February 28, 
1954, the program had accelerated to the point that we now have in 
pilot training 118 officers and 417 airmen for a potential of 535 addi- 
tional Air National Guard pilots. During fiscal year 1955, we will 
have an average of 3,130 pilots in the Air National Guard program. 

As a result of the Air National Guard meeting its reponsibilities and 
assigned tasks, it is currently being given additional responsibilities 
as a member of our national defense team. During calendar year 
1953, at the request of the Air Defense Command and with approval 
of Headquarters, United States Air Force, the Air National Guard was 
requested to test the feasibility of Air National Guard units in an in- 
active-duty status participating actively in ground-controlled inter- 
cepts with regular units of the Air Defense Command. 

The results of the test proved the feasibility of the selected Air 
National Guard units furnishing Air Defense Command with aircraft 
and crews for immediate emergency tactical operation. The Air De- 
fense Command has now requested that this program be expanded to a 
number of Air National Guard locations. The expansion in this pro- 
gram is to take place late in fiscal year 1954 and will continue on a 
larger scale during fiscal year 1955. This program will augment and 
strengthen the present air eile structure. 

The Air National Guard program derives its effectiveness from ag- 
gressive leadership and teamwork. These qualities we have in abund- 
ance in the Air National Guard. The individual works with, and 
trains with, young men like himself, from his own community, 
Noticeable esprit de corps motivates the Air National Guard man, 
which is in keeping with the finest traditions handed down to us by 
the original guardsmen. 

SUMMARY 


In summary, the Air National Guard program for fiscal year 1955 
has as its objective the support of 27 wings consisting of 87 combat 
squadrons plus their supporting units phased toward an operational 
readiness status. Provisions have been made for the construction 
and rehabilitation of facilities, for supplies and equipment, and for 
pay and allowances to those personnel participating in the training, 
operation, and maintenance of the Air National Guard as a Ready 
Reserve component of the United States Air Force. The National 
Guard Bureau, in cooperation with the adjutants general of the several 
States, will do all in its power to maintain Air National Guard units 
in a readiness status consistent with the dollars requested for this 
program. Each unit will be trained and equipped to meet emergen- 
cies as they arise and will protect the lives and property of their com- 
munity and their neighbors. The budget estimate which is presented 
today reflects minimum requirements for the accomplishment of the 
training program and the maintenance of Air National Guard units 
commensurate with our mission. 

The Air National Guard has demonstrated its ability, The Air 
National Guard makes it possible for the United States Air Force to 
expand more rapidly and to fulfill more effectively its emergency 
requirements. It is my sincere belief that we can regard the past 
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performance and accomplishments of the Air National Guard with 
pride, and that we can look to the future with confidence that the Air 
National Guard will continue to lend strength to the airpower of our 
great country. 


I should also like to submit for the record the personal appeal of 
the Air Force, from House action on this appropriation. 


APPEAL FROM HOUSE ACTION 


Arm NATIONAL GUARD 


(P. 29, line 14) 
1954 appropriation $147, 100, 000 
1954 revised appropriation 147, 100, 000 
1955 estimate _- 160, 000, 000 
House committee 160, 000, 000 
House floor--___ eae 160, 000, 060 


(House hearings, p. 779) 


The Department of the Air Force requests the following amendment; which 
has the approval of the Bureau of the Budget and the Department of Defense. 


PROPOSED AMENDMENT 


Page 29, line 14: After the amount insert: “and in addition, not to exceed $9 
million to be derived by transfer from unexpended balances of any appropriation 
available to the Department of the Air Force for obligation.”’ 


The amount of $9 million requested, which is in addition to the $160 million 
contained in the President’s budget and recommended by the House will provide 
funds necessary for the training of the Air Force Reserve Officers Training Corps 
graduates who will be commissioned as 2d lieutenants in the Air National Guard 
during fiscal year 1955. It is assumed that this training will be authorized under 
the provisions of section 99, National Defense Act of 1916, as amended. 


HOUSE COMMITTEE REPORT 


“The appropriation for the Air National Guard covers all phases of the Guard 
expenses, including construction and rehabilitation of the facilities, except the 
procurement of aircraft. To provide for such expenses the committee is recom- 
mending the appropriation of $160 million, which is the same amount as the Air 
Force budget estimates. This is an increase of $12,900,000 over the appropria- 
tion for fiscal year 1954 and will provide about $20 million more than the estimated 
obligations for that year. 

‘The increase will permit the continued buildup and modernization of the Air 
National Guard units. The guard is to be equipped with modern jet airciaft 
and given increasing responsibilities in the air defense of the United States. 
According to the mission assigned, the guard is to be a ready reserve component 
of the Air Force capable of rapid expansion to wai strength, able to furnish units 
fit for immediate service anywhere in the world, and ready to join with the Regular 
Air Force in providing an M-day force capable of conducting air defense, air 
offense, and joint action with surface forces.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


At the present time an additional requirement exists for 4,435 nonrated (i. e.' 
nonflying) personnel for the Air National Guard. Further, virtually all nonrated 
Air National Guard officers are World War II trained who must eventually be 
replaced due to age. As a result of revised personnel authorizations, the Regular 
Air Force realined its military personnel programs with additional emphasis 
placed upon requirements for flying personnel. Accordingly, the Air Force will 
only accept AFROTC cadets who graduate this year, who are capabl> of becoming 
pilots plus 1,009 qualified nonrated personnel. Due to this action, a »proximately 
4,800 AFROTC students, scheduled for graduation in June 1954, will not be 
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commissioned in the regular Air Foree. The air National Guard is convinced 
that this is the best source for meeting the existing requirements of the Air National 
Guard. The Air Force also promised to explore all possible solutions of the 
situation concerning those graduates who could not be offered commissions and 
this is a proposed alternative choice. 

Under this proposal officers will receive 3 yeais of active duty for training at 
service schools, or units of the Regular Air Force, or a combination of both, unless 
sooner released. These officers will then be required to participate actively with 
their Air National Guard units until a total of 6 years’ service has been accom- 
plished. Air National Guard officers on active duty for training are paid from 
Air National Guard funds; therefore, additional funds are required for pay and 
allowances, travel, and clothing. 


CoNTINGENCIES 


STATEMENT OF MAJ. GEN. M, J. ASENSIO, DIRECTOR OF BUDGET, 
DEPUTY CHIEF OF STAFF, COMPTROLLER 


Amounts available for obligation 


| 


Estimate, 
1954 


Actual, i953 soy 


——_—____— 





Appropriation or estimate - - -- $30, 787,000 | $31, 000, 000 $31, 000, 000 


Reimbursements from other accounts 


Total available for obligation - - 
Unobligated balance, estimated savings 


Obligations incurred 


Comparative transfer from “Maintenance and operations, | 


Air Force’’ 
“Services paid by the Federal Republic of Germany as costs 
of operation” 


636 
| 


30, 787, 636 | 


—1, 188, 623 


29, 


599, 013 
| 


65, 011 
105, 000 


Comparative transfer to ‘Maintenance and operations, Air | 


Force’’.....- 


Total obligations : Se teak ie 


— 144, 000 


29, 625, 024 


Obligations by activities 


Description 


Direct obligations 
Congressional travel <dnet 
Miscellaneous current expenses 
Other contingency expenses 
Total direct obligations. ---. eududegaucts 


Obligations payable out of reimbursements from other accounts 


Miscellaneous current expemses-.--....-.. 
Other contingency expenses 


Total obligations payable out of reimbursements from 
other accounts... 


Total obligations 


GENERAL 


| 
Actual, 1953 


$49 


196, 344 | 
..| 29,427, 995 


| 29, 624, 388 | 


600 | 
36 


636 
29, 625, 024 


STATEMENT 


31, 000, 000 31, 000, 000 


31, 000, 000 


31, 000, 000 


400, 000 


31, 400, 000 31, 000, 000 





Estimate, 
1954 


Estimate, 
1955 


$30, 000 | 
256, 000 
31, 114, 000 


$10, 000 
213, 000 
30, 777, 000 
31, 400, 000 | 31, 000, 000 





| 
| 31, 400, 000 


Senator Ferauson. General Asensio, do you desire to make any 


remarks concerning Air Force contingencies? 

General Asrnsio. I shall be pleased to. 

The contingencies appropriation provides for emergency and extra- 
ordinary expenses of the Air Force to be expended on the authority 
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or approval of the Secretary of the Air Force and such expenses may 
be accounted for solely on his certificate. There are included in the 
appropriation three distinct and unrelated programs as follows: 

Congressional travel which provides for travel expenses of Members 
of both Houses of Congress when visiting military installations in 
connection with the examination of military estimates. 

Miscellaneous current expenses which include expenses for official 
functions, visits of distinguished guests to Air Force installations and 
activities, dedication of Air Force bases, maintenance of inter-Ameri- 
can relations, and other miscellaneous current requirements. 

Other contingency expenses, the details of which are classified and 
can be furnished to the committee as requested. 

Requirements under this appropriation have been determined by 
applying actual cost factors developed from actual experience to the 
fiseal year 1955 program. In those areas where no positive cost 
factors exist or no experience is available, comparable cost factors 
have been applied. 

The reduction of $3 million made by the House of Representatives 
was volunteered, and there is therefore no request for restoration of 
funds in this appropriation. 


APPEAL FROM HOUSE ACTION 


General Asensto. Sir, we have a statement on the stock fund which 
was presented to the committee which we recommend be entered 
into the record. This will constitute an appeal from the House action. 

(The statement referred to follows: ) 

Arr Force Srock Funp 
(P. 30, line 2) 
House hearings, p. 872-897) 
The Department of the Air Force requests the following amendment: 
PROPOSED AMENDMENT 
Page 30, lines 1—5: Delete the following words: 
“REDUCTION IN APPROPRIATION 
“AIR FORCE STOCK FUND 

“The amount available in the Air Force stock fund is hereby reduced by $25 
million, such sum to be covered into the Treasury immediately upon approval of 
this act.’ 

EFFECT OF PROPOSED AMENDMENT 


This proposed amendment will restore the integrity of this fund and thereby 
permit the prompt establishment of additional activities under this fund. 


HOUSE COMMITTEE REPORT 


There is no mention in this report of the reason for or the basis of the recom- 
mended reduction in the stock fund. 


JUSTIFICATION OF PROPOSED AMENDMENT 


Although the Air Force has no final plans for extending the stock fund manage- 
ment concept to other areas, studies are being made relative to the desirability 
and feasibility of placing subsistence and local procurement-type items under the 
stock fund. A decision to incorporate these areas under the stock fund would 
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result in a requirement for initial working capital funds of at least $50 million. 
Also, these unallocated funds provide the Air Force with a ready capability of 
increasing strategic war reserves of aviation fuel as increased storage capacity 
becomes available. 

It was pointed out during the House hearings that wherever possible inventories 
financed through the stock fund are being converted into cash and such cash is 
placed in the unallocated category. Funds in this category are not available 
for expenditure and are accounted for as unallocated. At present, there is 
$40 million of unallocated money in the stock fund and it is anticipated that this 
amount will be increased to approximately $50 million by the end of fiscal year 
1954 as a result of reducing inventories. Should the rescission of $25 million be 
approved, and a decision be made to extend the operations of the stock fund to 
other areas, the Air Force would be in the incongruous position on the one hand 
of giving up funds and on the other hand of requesting the President for authority 
to transfer additional funds into the stock fund for precisely the same purpose. 

The rescission of $25 million in the Air Force stock fund would: 

1. Restrict the Air Force’s ability to establish new divisions of the stock fund 
in that adequate initial working capital funds might not be available in the 
account. 

2. Limit the availability of ready funds for the inventory buildup of war reserves 
of aviation fuels. 


STOCK FUND OPERATIONS 


Senator Fercuson. Under stock fund operations, to what extent are 
sales estimated to exceed the requirement for obligational authority 
to initiate new procurement for replacement? In other words, to 
what extent will sales be met from excess inventory stocks in lieu of 
new procurement as a measure of better inventory management. 

General Asensio. Speaking in terms of Air Force stock fund policy, 
inventory levels are adjusted upward or downward to meet changes 
in (1) stocks needed to support current operating programs; and 
(2) stocks needed to support wartime programs until current produc- 
tion could support such programs. In the Air Force stock fund during 
fiscal year 1955, there may be a necessary increase of inventory in one 
division to provide required strategically preplaced reserves but 
inventories of the other two divisions are expected to decrease, reflect- 
ing closer inventory control and curtailed mobilization and operating 
stock levels. The net decrease in inventories projected in the budget, 
resulting from excess of sales over purchases, is $25,100,000. 


COMMISSIONS FOR AIR FORCE ROTC GRADUATES 


Senator Frrauson. At this time I should like to refer to the testi- 
mony of Mr. H. Lee White, concerning the question of granting 
commissions to all Air Force ROTC graduates. I have issued the 
following press release concerning this matter and I desire to point 
out that the Senate Committee on Appropriations is making a careful 
study of the matter dealt with in this release: 

(The release referred to follows:) 


Ann AFROTC Grapvates To Receive ComMIssIons 


A joint plan of the Department of the Air Force and the National Guard Bureau 
was announced today permitting certain graduates of the Air Force Reserve 
Officers Training Corps in 188 colleges and universities to become officers in the 
Air National Guard of the United States and serve on duty with the active Air 
Force. The new plan will apply only to those graduates previously scheduled to 
receive ‘‘certificates of completion.’”’ The Air Force previously announced that 
certificates of completion would be issued, with limited exceptions, to those grad- 
uates not qualifying for flying training. 
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The National Guard Bureau has announced that requirements exist for almost 
all of the Air Force ROTC graduates in this category who are to receive certificates 
of completion. Recent projected Air National Guard requirements indicate a 
definite need for trained junior officers in such fields as supply, maintenance, 
administration, operations, personnel, engineering and finance. This plan applies 
only to the AFROTC graduates who will be completing all of their requirements 
for commission during the period of May 1, 1954, through April 30, 1955, and who 
would otherwise have received a certificate of completion. 

Last year is was realized that the number of students graduating from AFROTC 
and becoming eligible for commissioning during fiscal year 1955 would far exceed 
the reduced requirements of the new force. Students entering their senior year 
were informed last fall that all who volunteered and were qualified for flying train- 
ing would receive commissions. The remainder of the class, with the exception 
of veterans, were told that they would compete for approximately 1,000 positions 
requiring nonrated officers. Approximately 7,000 seniors have volunteered and 
are qualified for flying training. Those who are required for nonrated duty have 
been selected at the present time and the remainder of the class are being tendered 
certificates of completion upon graduation. The Air Force has continually 
searched for a feasible plan whereby all of this year’s AFROTC graduates could 
be commissioned. Prior to the National Guard Bureau proposal these graduates 
would not have received Reserve commissions until they had discharged their 
2-year active military service obligation. This particular group of graduates now 
has the opportunity of becoming officers in the Air National Guard of the United 
States. Graduates electing to enlist in the Air Force as airmen third class are 
required to serve 2 years instead of the regular 4-year enlistment. 

The plan provides that each State will be advised of the number of graduates 
available. If acceptable to the respective States, the applicant will be commis- 
sioned by the Air Force as a Reserve officer and thereafter appointed as a second 
lieutenant in the Air National Guard by the State. Such an appointment by the 
State is necessary to make him a member of the Air National Guard of the United 
States. 

An agreement signed by the applicant will stipulate that the newly commis- 
sioned officer will serve on duty with the Air Force for a period of 3 years, unless 
earlier relieved, and will also require 3 years of active participation in an Air 
National Guard unit thereafter. Should the tour of duty with the active Air 
Force be less than 3 years, the officers will be required to serve a sufficient amount 
of time in Air Guard units to make up a total of 6 years active participation. 
Those graduates who elect this option will be ordered to duty with the Air Force 
in four quarterly increments. 

A survey of all AFROTC schools is being conducted to determine the number 
of certificate of completion holders who will take advantage of this opportunity. 
In the meantime, the National Guard Bureau and the Air Force are working out 
the administrative procedures of the plan. 

National Headquarters Selective Service has agreed that applicants under this 
plan will receive a maximum of 60 days delay prior to any possible induction action. 


Senator Ferauson. That concludes the hearings on the Air Force 
appropriations. 

(Thereupon, at 4:30 p. m., Tuesday, May 18, 1954, the subcom- 
mittee recessed, to reconvene at 10 a. m. on Friday, May 21, 1954.) 
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FRIDAY, MAY 21, 1954 
Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
F-39, the Capitol, Senator Homer Ferguson (chairman of the 
subcommittee) presiding. 

Present: Senators Ferguson, Saltonstall, and Young. 


DEPARTMENT OF DEFENSE 
DEPARTMENT OF THE ARMY 


STATEMENT OF HON. GEORGE H. RODERICK, ASSISTANT SECRE- 
TARY OF THE ARMY, ACCOMPANIED BY R. D. KING, DEPUTY 
ASSISTANT SECRETARY OF THE ARMY; MAJ. GEN. R. S. MOORE, 
OFFICE, SECRETARY OF DEFENSE (COMPTROLLER); MAJ. GEN. 
GEORGE HONNEN, CHIEF, BUDGET DIVISION, OFFICE, COMP- 
TROLLER OF THE ARMY; MAJ. GEN. R. W. COLGLAZIER, JR., 
DEPUTY ASSISTANT CHIEF OF STAFF, G-4 FOR PLANS AND 
PROGRAMS; BRIG. GEN. H. B. POWELL, DEPUTY ASSISTANT 
CHIEF OF STAFF, G-1; COL. R. A. KOCH, BUDGET DIVISION, 
OFFICE, COMPTROLLER OF THE ARMY; MAJ. GEN. W. H. ABEN- 
DROTH, CHIEF, ARMY DIVISION, NATIONAL GUARD BUREAU; 
MAJ. GEN. W. S. LAWTON, OFFICE, CHIEF, BUDGET DIVISION, 
OFFICE, COMPTROLLER OF THE ARMY; LT. COL. W. D. WISE, 
OFFICE, ASSISTANT CHIEF OF STAFF, G-1; LT. COL. E. R. 
MELTON, OFFICE, CHIEF OF FINANCE 


GENERAL STATEMENT 


Senator Frerauson. The committee will come to order. Mr. Secre- 
tary, you may proceed. 

Mr. Roprrick. Thank you, Mr. Chairman. I appreciate the op- 
portunity of appearing before your committee today in company with 
Major General Honnen, Chief of the Budget Division, whom I am sure 
all of you know. Since this may be the last occasion upon which he 
will appear before your committee, I should like to take this oppor- 
tunity to pay tribute to General Honnen on behalf of the Secretary of 
the Army for the magnificent job he has done during his tour of duty 
as Chief of the Budget Division in the Department of the Army. 


359 
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General Honnen will shortly go overseas to assume an assignment in 
Germany. 

Senator Frerauson. General, I wish to say for the record that we 
regret losing you. 

General Honnen. I am sure you will do better in the future, Mr. 
Chairman. 

Senator Ferauson. No. we will not do that. 


ASSIGNMENT OF MAJOR GENERAL LAWTON 


Mr. Ropvericx. With us today also is Maj. Gen. William Lawton, 
who has recently returned from Overseas and who will succeed General 
Honnen as Chief of the Budget Division. 

Senator Ferguson. General Lawton, we are glad to have you. 

General Honnen, I wish you happy landings and happiness. 

General Honnen. Mr. Chairman, in response I am compelled to 
add that I have alw ays found the Chair and the individual members 
of this distinguished committee to be readily approachable, intensely 
interested, considerate, and understanding concerning the Army’s 
interests and problems. Moreover, I have likewise found them very 
searching in their inquiries, most exacting in their requirements, but 
above all and most important, completely fair in their dealings with 
Army representatives. 

Senator Feracuson. Thank you very much, 

Mr. Ropericx. Also, | should like to take this opportunity to 
express on behalf of the Army appreciation to the House Appropria- 
tions Committee for its excellent cooperation during the presentation 
of the Army budget. 


RESTORATION REQUESTED 


As you know, the House bill provides approximately $7.6 billion 
in new obligational authority for the Army in fiscal year 1955. In 
addition to this amount. the Army is requesting restoration of only 
$58 million of the reduction imposed by the House. The resultant 
request of $7,677 million represents the minimum amount which the 
Army requires to successfully carry out its plans and programs for 
fiscal year 1955. General Honnen will later initiate the detailed 
considerations and will discuss with you the more important aspects 
of the appropriations which constitute our Army budget. 


FINANCIAL MAN (\GEMENT 


As Assistant Secretary of the Army for Financial Management, 
one of my prime responsibilities is to insure that the dollars appro- 
priated by the Congress for Army use are w isely and properly ex- 
pended. I should therefore like to mention briefly the financial 
management methods we are employing to obtain the most economical 
and efficient use of appropriated funds, The adoption of modern 
business-like procedures of financial] management is not, of course, 
a new effort. It dates from the enactment of Public Law 216, the 
1949 amendments to the National Security Act of 1947 which became 
title IV of that act. The many elements of financial management 
which have been in the process of development since that time are 
grouped together and identified as the Army financial management 
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plan. Some of the elements of this plan have already been discussed 
before committees of the Congress. Today I should like to address 
myself to two of those elements—financial property accounting and 
the integrated accounting system. 


FINANCIAL PROPERTY ACCOUNTING 


Financial property accounting has introduced in the Army within 
the past year another kind of accounting system; one which has 
already begun an integration of inventory accounting with dollar 
accounting. To date, this system has been developed and installed 
in the technical service depots. Additionally by July 1 of this year, 
we hope to meet our schedule of having this system installed in some 
30 major posts, camps, stations, and ports. If we meet our target, 
we will have an estimated 85 percent of all stocks in the continental 
United States uuder financial control. Financial property accounting 
is the expressing of property transactions and items in terms of dollars, 
as well as quantities. For bulk stocks, it provides a common denomi- 
nator in reporting stock levels, receipts, issues, losses, and other 
factors of a management nature. With increased emphasis on the 
application of business practices, such accounting provides a most 
practicable method of summarizing the status of inventories and 
related transactions, for local management and review by higher 
authority. In summary, it introduces a management device hereto- 
fore unavailable to top management of the Army. 


INTEGRATED ACCOUNTING 


The term “integrated accounting” is not quite as formidable as 
it sounds. In fact, it is just the further pursuit of good bookkeeping 
and accounting such as you might find in a topflight corporation to- 
day. In simple terms, it is a method of bringing together into a 
single svstem the various financial and accounting systems needed 
and used by the Army today. It harmonizes the data that result 
from the stock funds, from the industrial funds, and other subordinate 
parts of the Army system. Integrated accounting is applicable to 
the entire Army Establishment. ‘Tt runs the gamut from control of 
obligations, the use and status of appropriations and funds, all the 
way through disbursement, collection, and deposit of Government 
funds. Its ultimate purpose is to provide reliable financial data for 
management purposes down to the station commander level. 


ARMY PROGRAM SYSTEM AND FINANCIAL MANAGEMENT 


I should like to say that one of the reasons for introduction of this 
financial management plan at this time, and one of the reasons it 
has not been used before, relates back to the basic mission of our 
Army. Prior to World War II we really had a peacetime Army 
that, in its size and scope, did not require the kind of controls we are 
now beginning to use. During World War II, the major concern, 
of course, was the winning of the war. Since World War II and con- 
tinuing up until the present time, the Army has a role different 
from any it has ever before experienced. 
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In one theater we nust be in a preparadness status for the even- 
tuality of war; in another, until recently, we have actually been 
engaged in what started as a police action and ended in full-scale 
war of the size which makes it extremely costly in the history of wars 
in which this country has participated. The size of our present 
Army is far different from any peacetime Army we have ever before 
had, since we are really committed to a preparedness and to a com- 
plexity of operations far greater than any of our previous military 
experiences. Our international commitments call for the varied 
deployments of forces bordering upon what might be termed ‘‘cold 
war’ circumstance. At the very time we are doing this, we are taking 
every step to insure that we do not force any disequilibrium upon 
the economy of the country—thus our need for introducing a manage- 
ment device such as that which I have just mentioned. 














ACHIEVEMENT OF PROGRAMS 










The Army’s management of its programs and resources is achieved 
through two basic processes: Army program system and financial 
management. It is through the first process that action programs 
are planned, executed and appraised. This process is well organized 
and planned for further development. Through financial manage- 
ment, a part of which I have just discussed, action programs receive 
financial support, control, and appraisal. Programing and financial 
management are complementary, interdependent systems for manage- 
ment of operations and resources. 








NEW ARMY UNIFORM 






With your permission, rather than take any more time in discussing 
the Army financial management plan, I should like to introduce 
another subject of interest to you and one in which we promised to 
keep you advised as to its further development. This subject has 
to do with some of the developments that have been made in recent 
months in the Department of the Army. These developments, it is 
hoped, will have a far-reaching effect in terms of morale and other 
factors bearing upon career service in the Army. It is a privilege to 
present to you now a short demonstration on the new uniform of 
the Army. Following this demonstration, General Honnen will present 
his statement. 

Senator Fercuson. Now I understand that you have some gentle- 
men here this morning who would like to demonstrate the new Army 
uniform. 

Colonel Wise. Mr. Chairman, I am Lt. Col. William D. Wise, Jr., 
of the Office of the Assistant Chief of Staff, G-1 (Personnel). It is 
my purpose this morning to show this committee the problem the 
Army faces with its present uniform and the method whereby the 
Army intends to solve that problem. 





















STATEMENT OF CHIEF OF STAFF 


I would like to first submit the following statement of the Chief of 
Staff: 

The American soldier requires and deserves a uniform which he can wear with 
pri le. 

Our present-day requirement for an Army comprised of individuals skilled in 
accomplishment, proud in achievement, and always aware of their responsibilities 










_—_—_ sp ff aoe ar fee 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 363 


to provide for the defense cof their country, heightens the need for a uniform 
which can become an outward manifestation of the inner pride which must exist. 

In our never-ending search for men of high caliber and firm deterraination we 
must offer a uniform that is military, distinctive, and dignified. 

I believe the proposed new Army uniform will do this, and that the adoption 
of this uniform is one of several actions which must be taken to increase Army 
career attractiveness. 

As General Ridgway has indicated, our present uniform lacks the 
desirable dignity and distinction. ‘To illustrate, I ask you to compare 
the soldier in our present uniform with the members of the other 
services. 

The original concept of the olive-drab uniform for dual-purpose use 
in both the field and garrison, committed us to this unsatisfactory 
camouflage color and jacket design. More important, however, is 
the fact that this uniform is no longer distinctive. The thousands 
of displaced persons, prisoners of war, and foreign troops who have 
worn or who are still wearing this uniform have destroyed it as being 
the mark of an American soldier. Added to this is the further loss 
of distinction by virtue of the use made of this uniform by former 
American soldiers for work garments. It is no wonder that a survey 
conducted last January showed that 92 percent of our enlisted men 
are not satisfied with this olive-drab uniform. 


REPLACING OF OLIVE-DRAB UNIFORM 


We intend to solve our problem by replacing the olive-drab uniform 
with the Army green uniform. When this is done, the soldier can 
appear beside the other services without apology for his appearance. 


He can also proudly meet and mingle with his civilian contemporaries. 

We propose to adopt this new Army green uniform, without addi- 
tional appropriations, by phasing the old out as we phase the new in. 
Instead of issuing 2 old uniforms as at present, we will, starting in the 
winter of 1955—56, issue 1 old and 1 new uniform. We will continue 
this 1-and-1 issue until our old stocks are reduced to the point where 
it will be no longer economical (due to sizing complexities) to con- 
tinue handling the old stock. We estimate that the value of the 
residual stocks at this poimt, which will become the net cost of the 
changeover, will amount to a figure between 2% and 5 million dollars. 
After we issue the last of the old uniforms, we will then allow 2 years 
for wear-out to insure that we get our full money’s worth of these old 
garments. 

Mr. Chairman, with this new uniform, the Army will give its soldiers 
a dignified and distinctive uniform that they can and will wear with 
pride. It will become an important factor in our determination to 
attract and retain men of the highest caliber in the American Army. 

Senator Ferauson. In phasing the one out and the other in, there 
will not be a great waste of the material? 

Colonel Wist. No, sir. We feel that the net cost of the changeove: 
will be that of the residual stocks of this old uniform which is !eft, 
which we believe will be between two and a half and five million 
dollars at the maximum. It will take us several years to effect this 
complete change. 

Senator Ferauson. What can vou do with that cloth? 

Colenel Wisr. The cloth is no problem. The cloth goes immedi- 
ately into our reserves for our combat garments. The only residue 
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will be in jackets and a few caps. We will make efforts to get rid of 
the jackets through foreign-aid programis and such. 

Senator Fercuson. Do you feel that you can do it without waste, 
and that you can put it in? 

Colonel Wise. Yes, sir, it can be done. 

Senator Frercuson. In the foreign-aid program, could you redye it, 
if it was not the proper color, or will it be the proper color? 

Colonel Wise. This uniform will be the proper color as it stands 
now, sir. 

Senator Fercuson. As far as foreign aid is concerned? 

Colonel Wisk. Yes, sir. 

Senator Frereuson. Is there anything further you have to offer? 

Colonel Wise. No, sir. 

Senator Frercuson. I want to thank you gentlemen for coming 
over this morning. I am sorry really we do not have television-here, 
like they do in some of our hearings. I think you gentlemen should 
show this clothing off on television. 

(Discussion off the record.) 


HOOVER COMMISSION AND COOPER COMMITTEE 


Senator Ferauson. Mr. Secretary, returning to your statement, 
this matter of accounting has received the attention of the Hoover 
Commission, of which I am a member. 

Mr. Roperick. Yes, sir. 

Senator Ferauson. You also, I believe, have a staff of your own 
known as the Cooper Committee? 

Mr. Ropericx. That is correct. 

Senator Ferauson. Have they made any reports to you yet? 
Have you made any changes by virtue of their action? 

Mr. Roperick. No; they have not finished their reports as yet. 

General Honnen. I may add, Mr. Chairman, that we are in con- 
stant touch with the work of the Cooper Committee. We are in phase 
with them so far as we can determine. 

Senator Ferauson. At least you know about how they are thinking. 

Mr. Roperick. Yes, sir. 

Senator Frerauson. So you are not setting up a whole new program 
that may be in conflict with what both the Cooper and Hoover 
Commissions may report. 

Mr. Roprerick. We are in constant contact with them, sir, and try- 
ing to gear our plans to theirs. 

(Discussion off the record.) 


INVENTORY 


Senator Ferauson. Mr. Secretary, in relation to the accounting, I 
would like to bring up the question of the inventory. How are you 
progressing with the problem of inventory? 

Mr. Ropericx. We have just received our third monthly report, 
and I am pleased to say that each month shows a definite improve- 
ment in the breakdown of these different parts of our inventory, and 
we are very encouraged that we are on schedule, and will have a report 
just as we promised in our past hearing. 
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EXPENDITURES 


Senator Ferauson. What steps are being taken to reduce expendi- 
tures with a view of possible reduction, where such reduction would not 
adversely affect your program? Can you give us details on that? 

Mr. Roperick. I do not know how completely I can give the 
details. 

Senator Fercuson. Would you like to answer that later on the 
record? 

Mr. Ropertcx. I would like to say, Senator, that is being studied 
right now very thoroughly, that very matter that vou asked about. 
We will give you the information on just how complete that study is. 

Senator Ferauson. All right, and then it will be placed in the 
record, 

(The information referred to follows:) 


Improved financial management of the Army is a continuing goal. The follow- 
ing significant steps have been taken to assure the wisest use of financial resources 
and to reduce expenditures where it would not adversely affect the Army’s pro- 
gram: 

1. WORKING CAPITAL FUNDS 


The Army has established working capital funds. One is called the Army stock 
fund and is created for the purpose of providing stocks of common use standard 
items. This fund, when fully established will cover all common use materiels 
and supplies. 

The Army sees the following advantages in using the stock fund device: 

(1) It makes possible a simple method to consolidate procurement actions for 
common use ites. 

(2) It provides for financial control over such commmon use item inventories by 
the accounting methods employed generally in private industrial and commercial 
concerns, such as stock turnover rates and identification of slow moving and obso- 
lete items. 

(3) Inasmuch as stock funds are revolving fund, it makes possible the procure- 
ment of supplies on a more favorable basis—there is no time limit within which 
contracts must be made as in appropriations. 

(4) It provides the basis of establishing a ‘“‘buyer-seller’’ relationship, similar 
to commercial concerns, which will produce a better supply management approach 
to the logistics problem. 

(5) It affords the means of measuring the effectiveness of the budgetary process 
with actual performance and makes possible the preparation of utilization-type 
budgets at point of performance, thus relating appropriations to consunption. 

(6) It results in the protection of mobilization stocks for the use for which in- 
tended, thus preventing diversion to meet current needs, without replace nent. 

Convineed that the stock fund idea is the simplest means to introduce com- 
mercial practices, financial control and better supply managenent within the 
\rmy, plans contemplate that all stocks of common use items will be included by 
extension of this practice to overseas commands, except for combat areas, as soon 
as practicable. 

The industrial fund concept, another type of working capital fund, has been 
applied to manufacturing, assembly and commercial-type operations at individual 
stations. The basic theory conceives that each such fund produces a tangible 
end-item or service to which can be applied all costs generated by its manufacture 
or performance. The end-item is ‘sold’ to the various customers, principally 
the Army, Navy, and Air Force. Similarly, where services are performed, the 
agency receiving the benefit is billed for the costs incurred in rendering the service. 

The financing of industrial operations by means of a working capital account 
has opened the way to many improvements in accounting and management control 
in these activities. 

It is the purpose of the industrial fund system to provide: 

(1) More effective means of controlling the cost of goods and services produced 
by industrial and commercial-type establish nents. 

(2) More effective and flexible means for financing, budgeting, and accounting 
for such operations. 
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(3) Greater sense of responsibility and restraint in the ordering of goods and 
services based upon availability of funds. 

(4) A financial, budgetary and accounting system according to commercial 
methods, as contrasted to the more cumbersome methods of appropriation 
accounting which are not, at present, readily adaptable to this type of operation. 

(5) More complete establishment of a consumption type budget and accounting 
structure, in consonance with which the cost of goods and services furnished by 
industrial or commercial-type establishments may be budgeted and accounted 
for under the program or function for which they have an end use. 

The installation of industrial fund accounting and financial procedure has 
already achieved real management gains 

(1) Department heads are placed in a position of business managers of their 
respective areas, accountable for efficient and economicai operation. 

(2) Improvements in production and inventory controls. 

(3) Simplification of financing 

(4) Determination of unit product costs for use in cost and budgetary control. 

(5) Cost reduction through action taken as a result of dissemination of com- 
parative cost data to all levels of management and supervision. 

(6) Continuous review of labor costs, employment levels, and efficiency of 
empleyees with respect to operations, maintenance, and production. 

(7) Review and analysis of indirect expenses (overhead) with emphasis on the 
reduction of those costs which are controllable. 

(8) Control of production line (preoperating) costs to accomplish equitable 
allocation of these costs to subsequent production over an extended period of time 

(9) Full utilization of plant capacity. 

(10) Control of and accountability for finished goods produced. 

(11) Disclosure, through control accounts, of quantities and value of spoiled 
work and costs of rework. 

(12) Complete monthly reporting to interested management levels. 

As a general policy, all industrial- and commercial-type activities of the Army 
are under consideration as potential industrial fund plants. Early priority is 
assigned to manufacturing arsenals and assembly plants, since the nature of their 
operations is such as to permit full application of business-type principles. How- 
ever, other activities of the Army, including research and development, rebuild, 
overhaul and renovation, to name but a few, offer possibilities in this direction. 


2. FINANCIAL PROPERTY ACCOUNTING 


The Army is installing a new property accounting system which gives a means 
of controlling inventories in terms of dollar values as well as numbers of items. 
Through the financial reports and statements produced by the financial property 
accounting system, attention is focused upon inventory management and its 
budgetary implications; and provides thereby a systematic means for evaluation 
of actions past, present, and projected in inventory consumption and replenish- 
ment as an element of cost. This will have an influence on expenditures as those 
responsible for the buying program begin to use the management tools provided 
by the new property accounting system. 


3. FINANCIAL MANAGEMENT PLAN 


The Army has developed a comprehensive plan for financial management that 
embodies the most up-to-date business-type techniques. It provides for the 
extensicn of working capital funds, internal audit, cost budgeting, as used in indus- 
try, as well as modern integrated accounting to assure reliability of costing and 
cost factoring and accurate financial accounting. Taken together, these elements 
will permit plans to be assessed in financial terms assuring thereby proper consid- 
eration of the expenditure aspect in management approval of these plans. 


4. EXPENDITURE CONTROL 


The Army has established an expenditure control system which encourages 
budget program directors to be conscious of expenditure implications. Expendi- 
ture forecasts are made and expenditure reports are prepared and evaluated 
against these forecasts. This emphasis assures attention to expenditure aspects 
of Army operations and provides the means to sort out areas for management 
inspection and action. 

The attention which improving financial management, as enumerated above, 
brings to day-to-day management decisions and actions has a widespread effect 
in reducing expenditures where they would not adversely affect the Army’s 
programs. 
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Senator Ferguson. Have you initiated any plans for work measure- 
ment in the depot system? 

Mr. Kiva. Yes, sir. 

Senator Fercuson. How is it operating? 

Mr. Kine. We are about to get outside assistance to develop 
specific costing factors and work measurement data for our field 
activities, all a part of our financial management program. It is to 
be used in arsenals and depots and ports, and so forth, where we are 
putting in industrial funds. 


THE ARMY BUDGET IN BRIEF 


Senator Fercuson. Do you have a statement, General? 
General Honnen. I have; yes, sir. 

Senator Frrcuson. We will be glad to insert it as a whole. 
(The statement referred to follows:) 


THE ARMY BUDGET IN BRIEF 


This brief of the Army budget has been prepared for use by Members of the 
Congress who will review and take action on the programs and appropriations 
which will constitute the basis for Army operations during fiscal year 1955. It 
is provided as a supplement to the detailed justifications to be presented during 
the formal hearings on the Army’s budget estimates. 

The format of the documert and the organization of its contents were 
adopted with the intention of developing a brief, convenient reference booklet 
which would provide a background and a pattern of continuity for the individual 
presentations made on the separate segments of the Army budget. 

While. the narrative details which have been included in the Army budget in 
brief are less complete than those contained in the justification texts which have 
been forwarded to the Congress, they are, nevertheless, more conprehensive 
than those set forth in the Federal budget document, the Budget of the United 
States. 

In addition to its function of assisting the Members of the Congress, this 
booklet serves as a valuable means for disseminating essential details of the fiscal 
year 1955 budget to the principal commanders of the operating agencies within 
the Army Establishment. \ knowledge of total requirements permits each 
subordinate agency to maintain a proper perspective and a sharper awareness of 
its role in the overall operational plan for the year. 

The fiscal year 1954 edition was the first Army budget in brief attempted 
Because it was so well received by individuals and agencies, both within and 
outside the Department, and because of its nominal cost the decision was made 
to publish it annually. 


Section 1. THe ArRMy PROGRAM FoR FiscaL YEAR 1955 


Charged with the responsibility for directing and maintaining an organized, 
trained, and equipped force capable of promptly meeting sustained combat 
incident to operations on land, the Army has developed a program for fiscal year 
1955 in consonance with the recently announced national security policy. <A 
fundamental objective of this policy is to maintain in the Army a military posture 
which can be supported over an indefinite period of time, for so long as the present 
threat to the safety of the Nation may exist 


HIGHLIGHTS OF THE PROGRAM FOR FISCAL YEAR 1955 


Strength and forces 

The Army, will enter the fiscal year with a military strength of 1,407,200 and 
will conclude the year with a strength of 1,172,700, a reduction of over 234,000 
during the period. This reduction in strength is about twice the 126,000 lowering 
in strength scheduled for the present fiscal year, 1954. Reductions of these mag- 
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nitudes are to be accompanied by redeployments and by some changes in organi- 
zation of the forces in being. 


Training 


Army training for fiscal year 1955 recognizes that during periods of tense inter- 
national relations, even though combat may not be imminent, the major function 
of the Army is to maintain, through aggressive training of units and individuals, 
a state of battle readiness capable of instant response to national policy. 


Reserve forces 


Increased emphasis will be placed on improving the mobilization capabilities 
of the Army Reserve and the Army National Guard. Augmentations in strength 
and in the number of organized units, as well as plans for improving program 
attractiveness and participation, will aid the Reserve forces in meeting greater 
responsibilities as envisioned in new national security policies. 

Materiel 


Reliance for materiel procurement will be placed upon a smaller active produc- 
tion base operating at minimum sustaining rates, bolstered by readily activated 
standby facilities. To assure future materiel superiority, Army research and 
development in fiscal year 1955 will continue the exploitation of technological 
advances, particularly in the fields of antiaircraft defense, guided missiles, com- 
munications, mass offensive weapons, and combat intelligence. 


Reduction of expenditures 


The expenditure objective assigned the Army for fiscal year 1955 is $10.2 
billion. This is $4 billion less than the objective of $14.2 billion set for fiscal year 
1954. Achievement of lower expenditures will be facilitated by a lower strength, 
the narrowing of the production base, and continued improvements in manage- 
ment practices and procedures. 

Installations and services 


The closing of additional installations of both the operational and industrial 
type is scheduled in connection with the general reduction in strength and units. 
These will be in addition to those scheduled for inactivation during the current 
year. Supplies and services will be curtailed in accordance with the effort to 
reduce expenditures. It is estimated that a reduction of approximately 13,000 
in the average civilian personnel employment, under military functions appropria- 
tions, will be effected in fiscal year 1955. 






PRINCIPAL 





TASKS OF THE ARMY 


Provide the Army forces required for: 
Defense of the United States and the Western Hemisphere, including antiair- 
craft defense of the continental United States, 

Meeting United States commitments for defense of Western Europe, 

Military support of United States policy in the Far East. 

Provide support for the United States Navy, United States Air Force, and 
United States Marines and the forces of the United Nations Command in the Far 
East. 


Provide the materiel and the mobilization base required for the implemertation 
of approved mobilization plans. 


MANAGEMENT OF THE 





ARMY 


Directing the diversified global operations of the Army requires the utmost in 
managerial skills, organizational coordination, and lead fership. The Army has 
long been aware of the necessity for conducting its activities in an efficient and 
economical manner, commensurate with the ultimate objective—success in battle. 
Since the termination of World War II hostilities, the management of the Army 
has been the subject of particularly close scrutiny and study, with self-examination 
being most intensive and productive. Advanced management tec hniques and 
business practices have been tested for their suitability to the Army’s special 
management requirements. There have been exchanges with civilian enterprises 
which have proven mutually beneficial. 

Fiscal year 1954 is witnessing a number of actions designed to improve Army 
management. Among these, and culminating several years of work, is the 
financial management plan. This plan encompasses the installation of an inte- 
grated accounting system (successfully tested during 1953), effective financial 
property accounting, extension of the stock, industrial, and management funds, 
consumer funding, improved financial reporting, and internal audit. . Study of 
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expenditures and of expenditure control has been intensified, coinciding with the 
President’s desire to reduce spending. Early in the current fiscal year, the Secre- 
tary of the Army quickly launched a program intended to reduce expenditures by 
more than $1 billion without affecting basic programs. A program for the con- 
servation of procurement funds was established which was aimed at maintaining 
levels of inventory at the level required for economical operation. It was recog- 
nized that a reduction in operating costs could only be achieved through vigorous 
and decentralized leadership. The commanders of all of the major operating 
agencies were called to Washington and participated jointly with the Under 
Secretary of the Army in plotting a course which would reduce expenses. Other 
means were also used to disseminate throughout the Army the need for eommand 
surveillance of obligations and expenditures. More recently, certain program 
changes have been directed which make possible a lowering of even the revised 
estimate of expenditures. 

Organization is a key to efficiency. During the current year, the Secretary 
of the Army appointed a prominent group of civilian leaders and the Deputy 
Chief of Staff for Plans and Research to reexamine the existing organization and 
to make recommendations for its improvement. This advisory committee, under 
the chairmanship of Paul L. Davies, conducted extensiye interviews and research. 
On December 18, this committee submitted its report to the Secretary in which 
recommendations were made concerning the strengthening of top management, 
the impro’..cment of organization for operations, training, supply and financial 
administration, as well as the widening of career opportunities for military per- 
sonnel. 

NEW BUDGET STRUCTURE 


For fiscal vear 1955 the Army is presenting its budget estimates under a revised 
appropriation structure. The development of this new budget structure, an 
impro\ement over the first performance-type structure adopted in 1951, is a part 
of the general movement now under way in the Army to perfect budgetary and 
financial adminitration. It has been recognized that the adoption of the per- 
formance approach in budgeting is an evol, ing process in which such considera- 
tions as eftablisied organization, available accounting and reporting systems, 
and legislative recuirements must be integrated. 

The revived budget structure, adopted after more than a year of study, brings 
the budget into closer alinement with the primary program system. Plans, 
policies, and program objectives can now be more readily related to estimated 
financial requirements and management control enhanced. 

Although the appropriation titles for fiscal year 1955 are approximately the 
same as thore ured for fiscal vear 1954, the internal organization of the structure 
has been amended. The collar amounts shown for the past and current years 
nave been converted to the new structure so that direct comparisons mav be 
mace, Further improvements in budgeting and in the budget structure will be 
made from time to time as progress is achieved in the financial managem2nt plan. 


Section II. SumMARY OF THE Army BupaGet, FiscaL YEAR 1955 
(Adjustments in the fiscal year 1955 budget due to program revisions subsequent 
to the publication of the President’s budget on January 21, 1954) 

Direct obligations 


{In millions of dollars} 

Fiseal year | Fiscal year | At close of 

1954 esti- 1955 esti- | House 
mate mate hearings 


Fiscal year 


Appropriation title 1953 actual 


Military personnel, Army a 5, 209 , 544 

Maintenance and operations, Army 4, 685 3, 532 . 
Procurement and production, Army 2, 421 , 720 , 9 , 950 
Research and development, Army 413 35! 355 
Military construction, Army Reserve Forces 27 ‘ 28 
National Guard, Army 202 ¢ 219 
Army Reserve personnel] requirements 78 91 
Other appropriations 13 5 


Potal direct obligations 13, 048 , 529 
Budgetary adjustment 189 2, 408 


Appropriation or estimat« 12, 859 937 
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MILITARY PERSONNEL, ARMY 


42 PERCENT OF THE FY 1955 ARMY BUDGET 


TOTAL DIRECT OBLIGATIONS 
BILLION 
$6 


GZ 


FY 1953 FY 1954 FY 1955 
ACTUAL ESTIMATE ESTIMATE 


DIRECT OBLIGATIONS 


BUDGET BILLION DOLLARS 
PROGRAMS ! 2 


PAY & 
ALLOWANCES 


INDIVIDUAL 
CLOTHING 


SUBSISTENCE 
IN .KIND 


MOVEMENTS, 
PERMANENT 
CHANGE OF 
STATION 


OTHER COSTS 


FINANCING: ALL NEW OBLIGATIONAL AUTHORITY $4,184,288,000 
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Military strength 


{In thousands] 


| 
Fiscal year Fiscal year Fiscal year 
1953 actual | 1954 estimate | 1955 estimate 


Beginning _- : 15080 | 1, 583. 3°} 17407. 2 
Ending shbabwues 1, 533.3 1, 407.2 | 1, 1727 
Average (man-years) | , 587.9 | 1,472.1 | 1, 308. 6 


MILITARY PERSONNEL, ARMY 


The funds included in this appropriation provide for the pay and allowances, 
clothing, subsistence, and travel of uniformed members of the Army including 
pay of cadets of the Military Academy and for other minor military personnel 
requirements necessary for the direct support of the American soldier. The $4.2 
billion requested for this appropriation for fiscal year 1955 represents 40 percent 
of total direct obligations for the Department of the Army, and is one-third of a 
billion dollars less than requirements estimated for fiscal year 1954. The funds 
requested will support the average military personnel strength of 1,308,600, 
including 2,400 United States Military Academy cadets. 


Pay and allowances 


The estimates for pay and allowances of military personnel are based directly 
upon the strength of the Army, its grade distribution, and deployment. The 
estimated gains and losses, promotions, and the average length of service are 
also factors which must be taken into consideration. The amount estimated for 
fiscal year 1955-is about one-quarter of a billion dollars less than.that-estimated for 
fiscal year 1954, and almost three-quarters of a billion dollars less than actual 
obligations for fiscal year 1953. In fiscal year 1955 there will be a decrease of 
6,500 in the average officer strength; a decrease of 157,200 in the average enlisted 
strength; and an increase of 157 in the average cadet strength. 


Individual clothing and subsistence 


The funds supporting each of these budget programs provide for the following: 

1. Initial issue of clothing to individual enlisted personnel upon their entry into 
the service and for special issues to enlisted personnel for which payment is not 
required; payments of monetary allowances required under the clothing allowance 
system. 

2. Subsistence supplies issued to enlisted messes; sales to officer, enlisted and 
civilian personnel of the Federal Government through sales commissaries; and 
meals furnished under contract, including meals for applicants for enlistment and 
Selective Service registrants. Does not include issues to United States discipli- 
nary barracks. Funds for enlisted personnel rationing separately or on detached 
service were transferred to the estimate for this program after the submission of 
data for the Federal budget to facilitate presentation. 

Most of the funds requested under these two programs will reimburse the 
Army stock fund, a revolving fund established in 1952 to permit more efficient 
and economical scheduling of procurement of food and clothing. Anticipated 
declines in food prices are reflected in the amounts requested for subsistence. 
Initial issues of clothing will be reduced. This will be accomplished by the issu- 
ance of only those items required by the individual during the current season of 
the year and the issuance of only the minimum essentials until after refittings have 
been completed. These changes, directed toward reducing clothing costs, are 
reflected in the estimates submitted. 

The estimate for individual clothing for fiscal year 1955 is approximately $28 
million less than the $171 million estimated for the current year. This same down- 
ward trend is followed in the subsistence estimate. 

Ration rates used in the preparation of the budget estimates are established 
by the Secretary of Defense. For fiscal year 1955 the value of the daily ration 
in overseas ‘areas has been set at $1.15, of which $0.09 is: for the loading. factor, 
that is, costs of transportation, pilferage and spoilage losses, and costs of Depart- 
ment of Agriculture inspections. The value of the overseas ration in fiscal year 
1954 was $1.29. These amounts may be compared with the value of the ration 
for the continental United States, which for fiscal year 1955 has been fixed at 
$1.05, a reduction of $0.09 from the current year. 
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Movements, permanent change of station 


This program provides funds for permanent-change-of-station travel of military 
personnel as individuals or as an organizational unit including mileage, travel 
allowances, transportation of authorized dependents, including household goods, 
temporary storage, and packing and crating of such goods. Included in the pro- 
gram are funds required for reimbursement to the Military Sea Transport Service 
for transportation of military personnel, their dependents, and their household 
goods to overseas stations. There is about a 15 percent reduction in the estimate 
for fiscal year 1955 as compared with the estimated obligations for fiscal year 
1954. Factors affecting travel costs include inductions, separations, rotation of 
personnel, dependent travel, and redeployment of organized units. The costs 
of ocean movement of equipment of organized units are provided for under the 
“‘Maintenance and Operations’ appropriation. 

Since 1952 material savings have been effected by the institution of travel 
controls such as: 

1. Better channeling of the flow of personnel returning from overseas, with a 
resultant reduction in mileage involved. 

2. Early release of short-term inductees returning from Korea, thus eliminating 
the permanent change of station travel required to reassign such individuals for 
periods of service too short to be productive; others, whose term of service does not 
quite meet the release criteria, are assigned to the Army area nearest to their 
homes 

3. Group shipment of military personnel. 

Reduction in travel and costs incident thereto has been and remains a constant 
management objective in planning and programing. 
Other military personnel costs 

Provided for by this program are payment of interest on soldiers’ deposits, pay- 
ment to beneficiaries of a gratuity upon the death of military personnel, and the 
costs of apprehension of deserters. The total amount estimated for fiseal year 
1955 is approximately one-tenth of 1 percent of the fiseal year 1955 appropriation 
request for “Military Personnel, Army.” 

Adjustments 


Subsequent to the printing of the Federal Budget, recomputation of dollar esti- 
mates Was necessitated by adjustments to Army deployment and strength plans. 
This results in a net reduction of less than 1 percent in the estimates discussed 
above. 

MAINTENANCE AND OPERATIONS 


The current operations of the Army and the maintenance of equipment and 
facilities receive support. from the funds provided by the appropriation ‘‘Mainte- 
nance and operations.”’ It is the most diversified and comprehensive appropria- 
tion of the entire Army budget structure, and for fiscal year 1955 its estimated 
obligations represent one-third of the total Army budget. The estimate amounts 
to about $3.2 billion for fiscal year 1955. This may be compared with the $3.5 
billion of estimated obligations for the current year and the more than $4.6 
billion in actual obligations for fiscal year 1953. 

Funds are requested to provide for the command and management activities 
necessary for conducting the operations of the Army, as well as for the evaluation 
and training establishments, the supply systems, and the operating supplies. 
Provision is also made for armywide and local services, medical care, joint projects, 
and for the operational aspects of industrial mobilization. 

The factors involved in developing the estimates for the various budget pro- 
grams within this appropriation include the strength and deployment of the 
Army, the force structure, i. e., the number of major combat and support units, 
and the size and extent of the basic establishment, including the posts, camps, 
stations, and other installations. The activities supported by this appropriation 
are particularly sensitive to changes in the Army program since the greatest 
part of the money is used for meeting day-to-day costs. 

During the past 12 months, the Army has reviewed and revised manv of its 
operating procedures and methods in order to cut costs and reduce expenditures, 
while at the same time maintaining or increasing efficiency. The program for 
the conservation of procurement funds, which was initiated early in the fall of 
fiscal year 1954, is directed toward limiting stocks and inventories to a minimum 
level commensurate with issue experience. Major field commanders have estab- 
lished controls and surveillance over obligations and expenditures for the purpose 
of checking and eliminating expenses which would not contribute to the accomp- 
lishment of the Army’s assigned missions. 
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MAINTENANCE & OPERATIONS, ARMY 


32 PERCENT OF THE FY 1955 BUDGET 


BILLION TOTAL DIRECT OBLIGATIONS 


$6 


FY 1953 FY 1954 FY 1955 
ACTUAL ESTIMATE ESTIMATE 


DIRECT OBLIGATIONS 


BUDGET MILLION DOLLARS 
500 


PROGRAM 1000 


COMMAND & MGMT 
EVALUATION SYSTEM 
TRAINING / 


SUPPLIES & MINOR EQUIP peur 
PROCUREMENT OPERATIONS = 
/ 


SUPPLY DISTRIB & MAINT i 


t Oe 
Pi ee 

ARMY RESERVE & ROTC - 
JOINT PROJECTS i 
ARMY -WIDE SERVICES (ADMIN) 

Eteticl 

} / 

i 


ia 
ARMY - WIDE SERVICES (LOG) A ae 
ae tes 


ARMY - WIDE SERVICES (COMPT) 
MEDICAL CARE 
INSTALLATION SUPPORT SVCS (A) 


INSTALLATION SUPPORT SVC (LOG) tag 
INDUSTRIAL MOBILIZATION 
OTHER OPERATIONAL ACCOUNTS 


FINANCING: ALL NEW OBLIGATIONAL AUTHORITY $3,172,918,000 


A comparison of the estimated amounts for the current and budget years shows 
some increases in the budget program totals for fiscal year 1955, even though the 
overall appropriation total is less. This is due, in part, to the fact that certain 
of the fiscal year 1955 supply estimates are based upon full consumption require- 
ments, whereas in the current and past years many requirements were met by 
reduction of inventories to the current austere levels. 


Army stock fund 


The fiscal year 1955 budget has been based on extending the coverage of the 
Army stock fund. On January 1, 1954, 2 additional Quartermaster subdivisions 





374 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


of the fund were established: 1 for petroleum, oil, and lubricants; and the other 
for general supplies. When inventories of selected items are made a part of 
stock-fund capital, it is necessary to appropriate sufficient funds to make ‘“‘pur- 
chases’’ which will be required for total consumption. In other words, the 
customer-seller relationship must be taken into account when preparing budget 
estimates. 

The Army stock fund was established under the authority of title IV, Public 
Law 216 (the National Security Act Amendments of 1949). The fund was placed 
in operation on July 1, 1951, the beginning of fiscal year 1952, with 2 divisions: 1, 
clothing and equipage; and the other, defense supply service—Washington. At 
the beginning of the current fiscal year, a medical-dental division was started, 
and the previously existing division for clothing and equipage was merged into 
the new Quartermaster division, consisting of two subdivisions: clothing and 
equipage, and subsistence. 

The stock-fund program is considered to be one of the major accomplishments 
in the Army’s long-range improvement of financial administration. Aside from 
the fact that the stock-fund procedure provides a basis for more efficient control 
of inventories, it also is a vital element in support of the performance budget 
concept, since it serves as an important source of consumption experience. It is 
expected that additional Army stock-fund divisions will be established during the 
next 12 months to embrace continental United States depot stocks of supplies 
amendable to stock-fund financing. This would include signal, engineer, chemical, 
and transportation type supplies. However, the addition of these divisions is 
not reflected in the fiscal year 1955 budget but will influence the fiscal year 1956 
estimates. 

Program distribution of funds 


Of the $3.2 billion requested for the forthcoming fiscal year, 56 percent is 
accounted for by three budget programs. These are: “Supply distribution and 
maintenance,” ‘‘Armywide services (logistics),”” and “Supplies and minor equip- 
ment.’”’ In addition, the two budget programs for installation support activities 
require funds accounting for an additional 20 percent. 


\ 


pply distribution and maintenance 


This program is concerned with the storage, distribution, maintenance, and 
disposal of all Army supplies and equipment throughout the world. It also 
includes the funds for rebuild of unserviceable materiel, the central procurement 
of repair and replacement parts, operation of supply control points, certain local 
procurement, and post, camp, and station supply operations. 

The $826.6 million requested for fiseal year 1955 is $56.7 million less than the 
estimated obligations for fiscal year 1954, and one-half billion dollars less than 
the actual obligations for fiscal vear 1953. 

Of the total amount for the program, 45 percent is for operating the Army 
depot system, which, in fiscal year 1955, will be composed of 134 depots, 66 in 
the continental United States and 68 in the overseas commands. An additional 
38 percent of the program’s funds is distributed between central procurement of 
repair parts and materials and armywide depot maintenance of equipment, the 
latter activity being concerned with the overhaul and rebuild of economically 
repairable materiel. This rebuilt materiel is used to meet a portion of the require- 
ments of the Active Army, Army Reserves, and the Reserve Officers’ Training 
Corps. In addition, certain depot maintenance support is furnished the Depart- 
ment of the Air Force. 

The fiscal year 1955 estimate for the rebuild project contemplates that. for each 
dollar obligated, materiel valued at a new procurement cost of $6.09 will be 
returned to service. This compares with $5.78 in fiscal year 1954 and $5.38 In 
fiscal year 1953. 

Arm wide services log stics) 


One of the largest budget programs in terms of funds required, within this 
appropriation is that which provides for the armywide logistical services such as 
communications and transportation. Within this budget program, provision 18 
made for the operation and maintenance of the Army command and administra- 
tive network (ACAN) and other armywide communication services. Over 70 
percent of the funds in the program are used for the transportation of all items 
of supply and equipment required to support the forces in operations. Transpor- 
tation services are also furnished through this program for other Department of 
Defense agencies when agreed to jointly. Shipments by commercial means and 
ocean transportation via the Military Sea Transport Service are included. It 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 375 


does not include first destination transportation costs or transportation of per- 
sonnel, 

In the Federal Budget forwarded to the Congress on January 21, 1954, the 
amount of the estimated obligations for fiscal year 1955 was stated as $615.9 
million. Revised plans for the strength and redeployment of Army troops 
together with reduced ocean shipping rates necessitated a recomputation of 
workload and dollar requirements. The results of these calculations were not 
available prior to the printing of the budget. These changes permit a reduction 
of approximately 22 percent in the original estimate (net reduction $135.1 million). 


Supplies and minor equipment 


Within this program are included the funds for nearly all supplies used by the 
Army except individual clothing, subsistence, repair parts, and major items of 
materiel. In addition, funds are included for furnishing support to other United 
States forces and to U. N. troops in Korea. Minor equipment, a project in the 
program, carries nearly 68 percent of the funds and provides for the procurement 
of organizational and supplemental equipment such as fortification materials, 
antiaircraft and ground targets, and special-purpose clothing. Besides this 
equipment, the program includes tunds for petroleum, oil, and lubricants, the cen- 
tral procurement of office supplies and equipment, and other installation supplies 
ranging from insecticides and brooms to refrigerators and mess equipment. 

The amount being requested for fiscal year 1955, $375.8 million, is $9 million 
greater than the estimated obligations for fiscal year 1954. However, the pro- 
gram totals for the 2 years are not directly comparable because of the extension, as 
of January 1, 1954, of the Army stock fund to include certain of the items carried 
Ww “en this segment of the budget. The fiscal year 1955 budget estimate includes 

1e full consumption requirements for pe troleum, oil, and lubricants and Quarter- 
master General supplies, whereas in prior years part of such requirements were 
met by direct application of available inventory. 

An increase in the funds required is = brought about by the contemplated 
redeployment of certain forces from the Far East Command. This move will 
increase the need for supplies needed for troop housing since more troops will then 
be housed and cared for within established installations rather than under the 
battle conditions which obtained during fiscal year 1953 and in early fiscal year 
1954. The cessation of hostilities in Korea results in an increase in the cost of 
maintaining even the troops actually remaining in Korea since there is a need for 
new troop housing which did not exist during the combat period. 

There is a decrease ($5 million) in the estimated consumption for petroleum 
products due to the lower troop strength. There is also a substantial decrease in 
the requirements for the supplies and equipment used in military field engineering, 
e. g., field fortifications, camouflage nets, and floating bridge components. The 
estimated fiscal year 1955 consumption of office supplies and equipment is down 
by more than 50 percent from that consumed in fiscal year 1953. 

Installation support 

As in every enterprise, there are certain activities performed and certain services 
rendered the costs of which cannot be termed ‘‘direct costs.’? These types of 
costs can be referred to as administrative or operational overhead, that is, the 
indirect expenses such as light, heat, local transportation, and other papport: type 
activities. With the inception of the performance budget, emphasis has been 
placed upon costs of operation in order to provide one measure of performance. 
The “true costs’’ of any activity include both the direct operational expenses, 
e. g., procurement of training aids or payment for civilian instructor personnel, 
as well as the indirect expenses. The Department of the Army in the presen- 
tation of its budget treats the indirect expenses for support-type costs in two 
distinct and separate classifications of its budget structure, the budget programs, 
installation support services (administrative), and installation support services 
(logistics). To assess the total cost of performance of the various direct functional 
activities within the ‘‘ Maintenance and operations’’ appropriation, these indirect 
installation support costs are prorated to the direct functional budget programs 
However, because it is believed desirable to control these indirect expenses 
separately in order to obtain uniformity, standardization, and correct balance 
between substantive work and the support required, these support budget pro- 
grams are defended and administered separately. 

For fiscal year 1955 it is estimated that obligations for installation support will 
amount to $688 million, of which approximately $606 million is for the logisties 
services. This latter amount represents a decrease from the estimated obliga- 
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tions for the same purposes during the current fiscal year. This reduction is 
particularly noteworthy when it is considered that the redeployment of certain 
forces from the combat zones in Korea, where little or no installation support was 
required, to the fixed-type establishments generates an increase in requirements, 
Further, additional requirements are arising in the conduct of experimental activi- 
ties at the White Sands Proving Ground. 

Of the $688 million requested for the budget year, 56 percent, or $391 million, 
will be used for the meintenance of facilities, including repairs, and the provision 
of utilities services. The remainder of the funds in the two sypport programs 
is distributed among administrative services, local communication, local trans- 
portation, Quartermaster specialized services (operation of bakeries, laundries, 
clothing and shoe repair shops, among others), and rents with associated real- 
estate costs. 

The overall reduction in support estimates has been made possible through 
revision and tightening of standards for motor-pool operations, local communica- 
tions and enstodisl services, by inactivating certein installations in the United 
States and by achieving a higher level of space utilization. 

The totel building floor e.rea, in active facilities will increase despite the closing 
of a number of large installations. The net increese is the result of scheduled 
completion of new constrvetion, particvlerly in depots and in Alaska, and the 
continued expension of facilities in communication zone areas. 

The wnit cost of $121 per thousand squvere feet for fiscal year 1955 is 37 percent 
below the factor of $191 for fiscal year 1953, and 39 percent below a unit cost of 
$197 for fiscel year 1952. The estimete for fiscal year 1954 and fiscal year 1955 
will provide a level of meintenence which will permit breakdown repairs and will 
prov ide only for such other maintenance as will prevent excessive deterioration. 


Other budget programs 


In addition to the foregoing budget programs, there are 11 other programs in 
this eppropriation for which funds are sought. The estimates for these amount 
to $802 million, or 25 percent of the totel estimated obligations for the entire 
“Maintenance and operations” appropriation. 

Although these programs require relatively smaller sums, their importance to 
Army operations cannot be gaged by their dollar totals. For example, a high 
state of readiness can be maintained only through an intensive and vigorous 
training program, funds for which are included in this group. Similarly, the 
health of the Army is dependent upon the funds. provided by the budget pro- 
gram, medical care. The planning and the direction of the Army Establishment 
require the funds included in the budget program, command and management. 
Listed below are the fiscal year 1955 estimated obligations for this group of 
budget programs: 


Command and management_ - -_ ; 7 ‘ 925, 000 
Evaluation system oe ; e 451, 000 
Training ; ; seer ek 31, 861, 000 
Procurement operations - _- , on ' 423, 000 
Army Reserve and ROTC. Dis i 31, 019, 000 
Joint projects 1 ms ad 474, 000 
Armywide services (administrative) se ers 807, 000 
Armywide services (Comptroller) - sak — 5, 737, 000 
Medical care , j j a , 274, 000 
Industrial mobilization id ‘Sten, anceinleiie’S 826, 000 
Other operational activities ‘i apes 932, 000 


PROCUREMENT AND PRODUCTION 


There is no request for new obligational authority for this appropriation in 
fiscal year 1955 since the estimated direct obligations of $1.9 billion will be met 
through application of the unobligated balances of funds available from prior 
vears. These unobligated balances were created by actions taken in June 1953 
to stretch out production and again following the cessation of hostilities in Korea. 
A reduction in the number of active production facilities was also undertaken. 
This not only reduced the amount of fiscal year 1954 funds needed to sustain the 
production base but also resulted in the deobligation of prior-year funds. Addi- 
tional deliveries to mutual defense assistance program (MDAP), with consequent 
increased reimbursements to the Army, also became possible since the higher- 
priority Korean requirements were no longer pressing. 
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PROCUREMENT & PRODUCTION, ARMY 


19 PERCENT OF THE FY 1955 ARMY BUDGET 


TOTAL DIRECT OBLIGATIONS 


Y 


FY 1953 FY 1954 FY 1955 
ACTUAL ESTIMATE ESTIMATE 


DIRECT OBLIGATIONS 


BUDGET BILLION DOLLARS 
PROGRAMS 1 2 


MAJOR EQUIPMENT 


AMMUNITION & 
GUIDED MISSILES 


INDUSTRIAL 
MOBILIZATION 


FINANG.NG AVA'LABLE FROM PRIOR YEARS $1,950,000,000 
NEW OBLIGATIONAL AUTHORITY NONE 


Under the revised budget structure for the forthcoming vear the 7 budget pro- 
grams which this appropriation previously contained have been consolidated into 
the 3 programs: Major equipment, ammunition and guided missiles, and indus- 
trial mobilization. The first two programs provide funds for the procurement, 
manufacture, evaluation, and modification of armament, ammunition, equipment, 
vehicles, vessels, and aircraft for the Army and the Army Reserve forces. It is 
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with these-essential tools that the Army «anust achieve the mobility and firepower 
with which successfully to meet and defeat in comba. an enemy superior in num- 
bers. The third program, industrial mobilization, »rovides funds for plant ex- 
pansion and improvement in techniyues for mass production after mobilization 
of Army industrial facilities not now in active use. It is this production potential 
which contributes to a rapid mobilization in the event of a national emergency. 
In general, this appropriation is used to procure equipment having the character- 
istics of a capital investment, i. e., having relatively long-term value. It was 
established as a part of the Army performance budget objective of segregating 
capital expenditures from operating costs. 

Basic objectives and policies 

Many considerations, both military and economic, dictate the policies and ob- 
jectives which govern the types and quantities of items which are included each 
year within this appropriation. 

The initial consideration is the requirement which should be met to insure 
adequate combat readiness. This requirement includes the equipment necessary 
to provide the initial issue and replacement of materiel in the hands of troops of 
the Aetive Army and the Army Reserve forces, training ammunition, and the 
reserve of military supplies and equipment necessary to support the forces to be 
mobilized in an emergency until the requisite items may be obtained from pro- 
duction. It is essential that provision also be made for the modernization of 
equipment on a current basis. 

Prior to the outbreak of the Korean war, the Army did not have a going pro- 
duction base for major items of equipment. With the sudden advent of conflict 
in Korea, policy shifted overnight from one of existing on World War II stocks 
to a policy of immediate readiness with the best and most modern equipment 
possible. Large appropriations could not be transformed into early deliveries of 
military goods since there was no production base in being and practically no 
standby facilities available. Deliveries of materiel were also slower than antici- 
pated in the original schedules and unexpended funds began to accumulate. 
With the beginning of Korean truce negotiations in 1952 there was a decrease 
in intensity of Korean combat operations and a lowering of consumption require- 
ments. Procurement policies were then shifted to emphasize a broad and expand- 
ible production base in being rather than upon a rapid accumulation of large 
reserves of equipment subject to deterioration and obsolescence. When the 
current armistice period began in July 1953, this policy was modified to narrow 
the active base and to place procurement contracts with the most efficient pro- 
ducers. These policy fluctuations required a reevaluation of the delivery schedules 
of hundreds of items before further obligations could be made. All of these events 
have caused an erratic pattern of obligations and expenditures and have con- 
tributed to the existence of unobligated and unexpended balances, 

The program for fiscal year 1955 

Within recently established policies, the procurement and production goal of 
the Army for fiscal year 1955 is to operate a reduced production base as long as 
necessary to reach prescribed mobilization objectives without exceeding pre- 
sciibed annual expenditures. Current operating requirements include provision 
for support at peacetime consumption rates of United States Army forces as well 
as other United States and United Nations forees in Korea, restoration of pre- 
scribed supply levels in the Far East Command, and the support of the Army 
Reserve forces. When these operating requirements have been satisfied, addi- 
tional stocks of mobilization supplies and equipment are to be procured only to 
the extent permitted by the operation of a reduced active production base, 
operating at minimum sustaining rates. There will be an orderly reduction in 
the number of active facilities, placed in standby condition in such a way as to 
permit the resumption of full-seale, efficient production, with a minimum of delay. 

A limited number of new items is planned for production to provide for initial 
issue and modernization of the Active Army and Army Reserve forces. Emphasis 
is to be placed upon the procurement of combat-type items, considering the 
factors:of,obsolescence, storage life, and priority of need. 


RESEARCH AND DEVELOPMENT 


The appropriation ‘‘Research and development” provides the funds for the 
Army’s program to insure that it has the very best in materiel and techniques. In 
order to place superior weapons and equipment in the hands of American forces 
and our allies, extensive research and testing must precede production and ad- 
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RESEARCH & DEVELOPMENT, ARMY 


3.5 PERCENT OF THE FY I955 ARMY BUDGET 


TOTAL DIRECT OBLIGATIONS 


MILLION 


$400 Y 


FY 53 FY 54 
ACTUAL EST 


DIRECT OBLIGATIONS 


BUDGET MILLIONS OF DOLLARS 
PROGRAMS 120 


MATERIEL 


ATOMK, BIOLOG & CHEM 
WARFARE 


PERSONNEL, INTELLIGENCE 
& PLANNING 


LAND COMBAT OPERATIONS 

SUPPORTING RESEARCH Mh hhh ee A 
BOARDS 

DIRECT SUPPORT COSTS 


FINANCING: NEW OBLIGATIONAL AUTHORITY $355,000,000 


vanced techniques must be continually sought. Since the Army’s answer to an 
enemy greater in numbers must be superiority of equipment, it is necessary that 
the research and development effort be conducted at a level which will meet this 
vital objeetive notwithstanding the fluctuations which may occur in actual 
procurement, 

The amount being requested for new obligational authority for research and 
development, in fiscal vear 1955 is $355 million, which is a reduction of about 11 
percent of the amount obligated in fiscal year 1953 and a reduction of some 14 
percent of that estimated to be obligated in fiscal year 1954. This reduction is in 
consonance with an overall decrease in the expenditure ceiling for Department of 
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Defense research and development from about $1.3 billion in fiscal year 1954 to 
$1.2 billion in fiseal year 1955. In fiseal year 1955 emphasis is directed, among 
other objectives, toward developing effective weapons for antiaircraft defense in 
the very high and very low altitude zone; for improvement in communications; 
electronic countermeasures; devices to secure and utilize combat intelligence; 
and in the use of surface-to-surface missiles in support of land combat forces. 

Particularly noteworthy among the major accomplishments in fiscal year 1953 
was the advancement in the area of air defense made possible by the NEKE 
surface-to-air missile. This item, now in the production stage, is currently 
scheduled for installation at various strategic locations in the United States. 
Another major development in fiscal year 1953 was dextran, a plasma expander or 
blood substitute which does not carry with it the possibilities of infection which 
pure whole blood or plasma possess. In fiscal year 1954 the development of an 
armored infantry vehicle, the M—59, fills a definite requirement in the troop carrier 
field. Of vital importance to the NATO organization is the development and 
standardization this year of .30 caliber ammunition, the T—65, by United States 
Army R and D laboratories. 

For the first time, this year there is being introduced with this appropriation a 
budget program entitled, “Direct Support Costs.’’ This new budget program 
provides a means of s segregating certain direct support costs from those funds 
required for actual research work. 


ARMY RESERVE COMPONENTS 


For a number of years, continuous effort has been made to bolster the Reserve 
program and to afford greater opportunities for improvement to the individuals 
who voluntarily give their time to this phase of national security. This is of even 
greater importance in fiscal year 1955 for, as the active Army is reduced in size, 
the Reserve forces must fill the gap not cabs in strength but in quality. The 
enactment of Public Law 476 (82d Cong.), the Armed Forces Reserve Act of 1952, 
provided the beginning of a sound basis for the entire Reserve program. The 
Universal Military Training and Service Act requires that personnel released 
from active duty shall continue to have an obligation for service in a Reserve 
component. The Army adheres to the principle that success in the creation of a 
strong and efficient Reserve depends upon the adequacy and attractiveness of the 
Reserve program and, ultimately, upon the reservist himself—the enthusiasm 
with which he receives and conducts that program. The present situation, how- 
ever, is of gre.ve concern because the critical task of inducing reservists (who have 
a statutory Reserve obligation) to join units and take an active part is falling far 
short of expectations, failing to meet the Army’s needs. 

The Reserve Officers’ Training Corps (ROTC), the estimates for which are 
included in the appropriation ‘Reserve personnel reqrvirements,’’ is the principal 
source from which officers are obtained for the Army Reserve forces as well as for 
the active Army. Even though the cost of the ROTC is relatively small, it is 
one of the most valuable assets for the long-term development of our security 
programs. 

The fund requirements for the support of the Army Reserve forces are con- 
tained in several different appropriations. This is particularly true in the cese of 
the Army Reserve and the ROTC which are supported by the Reserve personnel 
requirements eppropriation, and by portions of maintenance and operations, and 
military construction, Army Reserve forces appropriations. For the National 
Guard, however, the major requirements, other than for items of equipmént for 
table of organization units and for construction of facilities to be used by the 
National Guard, are contained in the Army National Guard appropriation. 


Strength of the Army Reserve components (pay status, ine year 1955) 


Officer ! Enlisted 
| 
| 
| 


| 


62, 000 99, 000 


Army Reserve: } 
Beginning July 1, 1954 . } 31, 000 
Ending June 30, 1955 ; : 95, 000 71, 000 124, 000 
Average, fiscal year 1955 “te , 000 66, 500 4 114, 500 
Actual strength June 30, 1953 : , 323) (46, 547) (70, 776) 
Army National Guard 
Begitining July 1; 1954 300, 000 32, 500 | 267, 500 
Ending June 30, 1955 ‘ 4 325, 000 33, 200 | 201, 800 
Average, fiscal year 1955 7 312, 500 32, 850 279, 650 
Actual strength June 30, 1953 : 255, 887) (28, 406) (227, 481) 


! Includes warrant officers. 
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Army ROTC, fiscal year 1955 (school year 1954-55) 


Number of 
schools and 
school systems 


Beginning 
enrollment 


Senior division | 147, 450 268 
Basic_. | (112, 000 
Advanced | 


(35, 450 
Junior division 60, 000 


ARMY RESERVE PERSONNEL REQUIREMERTS 


0.9 PERCENT OF THE FY 1955 ARMY BUDGET 


TOTAL DIRECT OBLIGATIONS 
MILLIONS 


G 


FY 1953 


FY 1954 FY 1955 
ACTUAL ESTIMATE ESTIMATE 


DIRECT OBLIGATIONS 


MILLIONS OF DOLLARS 
BUDGET PROJECT 0 20 40 60 


PAY AND ALLOWANCES 
SUBSISTENCE 


INDIVIDUAL CLOTHING 


OTHER COSTS 


FINANCING: NEW OBLIGATIONAL AUTHORITY $90,867,000 
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RESERVE PERSONNEL REQUIREMENTS 


The appropriation provides funds to s»pport the personnel costs of the Army 
Reserve and of the Reserve Officer’s Training Corps. The fiscal year 1955 esti- 
mete for this appropriation is $90 million, which is 16 percent greater than the 
estimated obligations for fiscal year 1954. 

United States Army Reserve 

The $72,102,000 reqnested for this activity for fiscal year 1955 is $12,632,000 
more than it is estimated will be obligated in fiscal year 1954. This increase is 
directly attributeble to an increase in the strength of reservists in a pay stats. 
It is expected thet the strength will increase during fiscal year 1955 by 9,000 
officers and 25,000 enlisted reservists, to bring the fiscal year 1955 ending strength 
up to 71,000 officers and 124,000 enlisted, or a total of 195,000 reservists in a pay 
stats. Pay, travel, s:bsistence and clothing are provided in this activity. 

Plans for fisce.l vear 1955 call for armory and summer field training for an 
average of 178,000 members actively participeting in the Reserve program. 
This includes an average of 11,500 officers and 4,000 enlisted personnel not as- 
signed to Reserve units byt participeting in the USAR school program. Fifteen 
days’ field treining has been provided these individuels annually in the past; 
however, 12 paid armory drills also will be provided for the first time in fiscal 
veer 1955. 

Participation in the armory-drill phase of training has been related to the num- 
ber of drills which the various types of units are authorized. The following table 
indicates the attendance rates used as a basis for computation in developing this 
portion of the estimate: 








For units authorized— 48 drills 24 drills 12 drills 

| Percent Percent Percent 
Officers . ; den dtbas ba otingnp avn dug 81 79 153 
Enlisted... ) 


ae bea ‘ Viinim ag 73 | 66 


} 
1 Mobilized designees. 


A total of 9,400 officers and 3,700 enlisted personnel will attend cours°s to be 
conducted at Army service schools, Army area schools, and serve with the staff 
and faculty of Army area schools. 

Reserve Officers’ Training Corps 

The total amount requested in fiscal year 1955 for this activity is $18,765,000 
which is $720,000 greater fhan it is estimated will be obligated in fiscal year 1954. 
This activity includes 90 cents per day commutation-in-lieu of subsistence for an 
average of 34,750 advance course students; $2.60 per day recruit pay, travel costs, 
and subsistence in kind for an average of 17,350 advance cours? students partici- 
pating in summer encampments. In addition, individual clothing is provided for 
both basie and advance cours? students of the senior division ROTC program and 
for 60,000 students of the junior division training program. It is expected that 
approximately 14,700 s°cond lieutenants will be commissioned upon graduation 
in fiscal year 1955. Of the total to be commissioned during the budget year, 
approximately 400 distinguished military graduates will be integrated into the 
Regular Army, thus augmenting the output of the United States Military Acad- 
emy and the officer candidate schools. 


ARMY NATIONAL GUARD 


The National Guard organizational structure durlng fiscal year 1955 will consist. 
of 27 divisions together with combat support units. During the year the number 
of individual units will increase from 5,200 to 5,300 and the unit organization 
program will then be completed. An average of 312,500 guardsmen will be 
trained in their respective units in 48 armory drills, which include three 2-day 
weekend drills and 15 days of summer field training. It is expected that an 
average of 92 percent of the officers and 84 percent of the enlisted personnel will 
a‘'tend the 48 armory drills. The 15 days of summer field training will be taken 
by 92 percent of all guardsmen. Provision is made in the appropriation for the 
attendance at Army service schools of 4,279 officers and 3,470 enlisted guardsmen. 

The estimate for fiseal year 1955 for this appropriation totals $218,530,000. 
This is an increase of approximately 8 percent above the estimated obligations 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 383 


for fiscal year 1954, and an increase of approximately 30 percent above the actual 
obligations for fiscal year 1953. Increases are estimated in 5 of the 6 budget 
programs, 
Military personnel costs 

The fiscal year 1955 estimate for this program is $113,737,000, a 9 percent 
increase over fiscal year 1954. The increase in end strength, 325,000 for fiscal 
year 1955 as compared with 300,000 for fiscal year 1954, is directly reflected in 
the amount of funds required for pay, as well as the allowances for subsistence, 
clothing, and travel costs. 


; NATIONAL GUARD, ARMY 


2.2 PERCENT OF THE FY 1955 ARMY BUDGET 


TOTAL DIRECT OBLIGATIONS 











MILLIONS 
300 
200 ZY 
100 
0 
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ACTUAL ESTIMATE ESTIMATE 
DIRECT OBLIGATIONS 
MILLIONS OF DOLLARS 
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MILITARY PERSONNEL PAPAS RA AL LEPEIS 


COMMAND & 
MANAGEMENT 


TRAINING 


MATERIEL 


SUPPLIES & REPAIR 
PARTS 


SERVICES. INCL. 
MAINTENANCE 


FINANCING: NEW OBLIGATIONAL AUTHORITY $218,530,000 
44991—54——-25 
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Command and management 

The fiscal year 1955 estimate for this program, which provides the funds for 
such operating expenses as salaries of civilian personnel, temporary duty travel, 
printing, binding, recruiting and publicity, is $1,265,000. This estimate is $17,000 
greater than the estimated obligations for fiscal year 1954. 
Training 

The fiscal year 1955 estimate for this program is $2,200,000, a 10 percent 
increase over fiscal year 1954. This increase covers additional funds for inspec- 
tion travel, transportation of equipment and rations, communication expense, 
and extension courses, and reflects the expected increase in strength and the num- 
ber of units to be administered. 


Mate 


The fiseal vear 1955 estimate for materiel is $26,740,000, which is $3,279,000 
greater than the estimated obligations for fiscal vear 1954. Additional indiv idual 
equipment, small arms ammunition, and ammunition for crew-served weapons 
will be required as a result of the increases in personnel strength and in the number 
of organized units 


Supplies and repair parts 


The fiseal year 1955 program estimate of $11,831,000 is $1,100,000 less than 
the estimated obligations for fiscal year 1954, by reason of the reduction in pro- 
curement of training aids, spare parts, and operating supplies. This program 
also includes funds for POL, for summer field training, as well as for adminis- 
trative vehicles. 


Services, including matntenance 


The opening, operating and closing of Federal camp-sites used for summer 
field training and the operation of State facilities are the activities supported by 
this program. Additionally, this program includes funds for the hire of non- 
Federal civilian employees. The $62,757,000 required for fiscal year 1955 is 
5,473,000 greater than the estimated obligation in fiscal year 1954. The increase 
is directly attributable to the increase in strength and the number of units to be 
administered. 


MILITARY CONSTRUCTION, ARMY RESERVE FORCES 


This appropriation provides the funds for the construction of armoiies and 
other facilities necessary for the administration and training of the Army Reserve 
forces. For fiscal year 1955 the request for new obligational authority amounts 
to $15 ees This sum, together with approximately $22.6 million available 
from prior years, will permit obligations during the budget vear of $28.2 million. 
An amount al $9.4 million will remain available for use in the following year to: 

1. Provide impetus for Staie legislative action relative to Army National 
Guard construction ($2 million). 

2. Obtain sites for United States Army Reserve training centers ($7.4 million) 
Land acquisition lead-time generally requires 18 to 24 months. 


MILITARY CONSTRUCTION, ARMY 


No new funds are requested for fiscal year 1955 for the appropriation ‘Military 
construction, Army.’ It is planned to submit to the Congress a request for new 
authorizing legislation for urgently required projects to be funded from prior 
year appropriations 

It is expected that only $249 million will be obligated during the forthcoming 
fiscal year. This low obligation rate is necessitated by the expenditure objective 
applied to the Department of the Army for fiscal year 1955 ($248 million), and 
the assumption of continued expenditure controls through fiscal year 1956. 
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MILITARY CONSTRUCTION, ARMY RESERVE 
FORCES 


0.3 PERCENT OF THE FY 1955 ARMY BUDGET 


TOTAL DIRECT OBLIGATIONS 
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NATIONAL GUARD 
CONSTRUCTION 





| US. ARMY RESERVE 
CONSTRUCTION 


FINANCING: AVAILABLE FROM PRIOR YEARS $13,198,000 
NEW OBLIGATIONAL AUTHORITY _ 15,000,000 


$28,198,000 
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OTHER ARMY APPROPRIATIONS 


0.05 PERCENT OF THE FY 1955 ARMY BUDGET 


TOTAL DIRECT OBLIGATIONS 
MILLIONS 
$80 








0 
FY 1953 FY 1954 FY 1955 
ACTUAL ESTIMATE ESTIMATE 
DIRECT OBLIGATIONS 
APPROPRIATION MILLIONS OF DOLLARS 


TITLE 2 
PPT IDPA PPP TE 

O&M. 

ALASKA COMM SYSTEM TMM A CUM A FY 1954 

PROMOTION OF 

RIFLE PRACTICE 


MILLIONS OF DOLLARS 


0 25 50 75 
ARMY STOCK FUND 0 
0 
FINANCING: AVAILABLE AUTHORIZATIONS 54,000 
NEW OBLIGATIONAL AUTHORITY 4,570,000 
$ 4.624, 000 


OTHER APPROPRIATIONS 
Promotion of rifle practice 
’ / 

4 National Board for the promotion of rifle practice among civilians was 
established pursuant to the National Defense Act of 1916. It was further author- 
ized by subsequent acts of the Congress and has been supported by appropriations 
since 1903. The Secretary of the Army is responsible for the administration of 
the procram, and the funds therefor are carried in the Army’s military functions 
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appropriation. Of interest in this connection is the result of a recent study which 
reveals that insofar as military benefit is concerned, the Army portion would be 
46 percent, the Navy, 29 percent, and the Air Force, 25 percent 

The $100,000 ineluded in this appropriation is to cover the expenses of adminis- 
tering the office and the functions of the National Board, administering the issu- 
ance of equipment and supplies, and administering sales from Ordnance arsenals 
Activities for fiscal year 1955 are planned at the level being maintained this vear, 
Assistance is given to 3,430 rifle clubs and schools by the loan of rifles and target 
equipment, the issuance of supplies for use in marksmanship practice, and the 


issuance of trophies, medals and badges for marksmanship. In addition, upon 
approval of the Director of Civilian Marksmanship, ammunition, supplies, and 
tarcets for rifle practice are sold by the Ordnance Corps to members of the 


National Rifle Association 
Alaska communication system 


The Alaska, communication system furnishes telephone and telegraph service 
between Alaska, and the United States and provides communication facilities 
within the Territory for the Army, the Air Force, and other departments and 
avencies of the Government. These facilities include resources for telecrephie 
money transfer and are available not only for military use but also for use by the 
covernment of Alaska, the general public, newspapers and radio broadcasting 
stations within the Territory. Interconnection of the system with terminals in 
Canada and at Seattle supplies communication service to points in the United 
States and Canada, 

The activities incident to the support of this system are included in two 
appropriations, one for construction and the other for operation and maintenance 
The construction appropriation, titled ‘‘Construction, Alaska Communication 
System,’ provides for construction of operational buildings and utilities for 
technical equipment, barracks to house enlisted men, and family quarters for the 
housing of operating personnel. No new funds are requested for fiscal year 1955. 
It is planned to submit to the Congress a request for new authorizing legislation 
for urgently required projects to be funded in the amount of $600,000 from prior 
years’ appropriations 

The appropriation, “Operation, maintenance, and improvement, Alaska 
Communication System,” contains $4,524,000 which is $6,916,000 less than the 
estimated obligations for fiscal year 1954. This decrease is due to the fact that 
the fiscal year 1954 program provided for the procurement and installation of 
communications in new buildings; projects to improve and protect the control 
cable at Sitka and the submarine cable at Whittier as well as construction of other 
communication facilities between Alaska and the continental United States. 
These items are of a nonrecurring nature. The only similar item in the fiscal 
year 1955 estimate is for $36,000 covering the move and installation of equipment 
in the new transmitter and communication center building at Kodiak. The 
level of maintenance is continued at approximately the same as that of the past 
2 years. The value of the services to the Air Force and Navy is estimated to be 
$1,095,000, exclusive of capital costs. 


Section III. Financrat Report ON OBLIGATIONS AND EXPENDITURES, 
Juty 1, 1950-June 30, 1955 


Since the budget is a financial plan supporting the actions which must be under- 
taken to attain specific objectives, it is concerned not only with the sums to be 
appropriated but with the past and future status of funds. For this reason, it 
was considered essential to include in this booklet, in summary form, a brief report 
on the status of fund authorizations, obligation, and expenditure for the period 
just prior to the beginning of hostilities in Korea and up through the budget 
period, fiscal year 1955. 

The first table in this section compares the actual and estimated amounts of 
funds made available through general appropriations with the obligational per- 
formance over the same period. The second table reports on expenditures. 
Although there is some similarity in format and data in the two tables, they cannot 
be directly related because of the varying sources of funds involved in each of 
these areas of fiscal activity 
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Financial positior Obligations (gereral appropriations only), actual and projected 
available funds and ob-igations 


In millions} 


AVAILABLE FUNDS 


Unobligated balance brought forward Julv 1, 1950 

Realized from appropriation 
Fiscal vear 195] Sees $19, 270 
Fiscal year 1942 21, 600 
Fiscal vear 1953 13, 125 
Fiscal vear 1954 12, 995 


Budget estimates, fiseal vear 1955 

Reimbursements and net transfers 
Actual to fiscal vear 1951—53 appropriations $1, 858 
Estimated to fiscal year 1954-55 appropriations 


Total 


OBLIGATIONS 
Actual: ! 
Fi cal vear 1951 $17, 659 
Fiscal vear 1952 20, 902 
Fiseal vear 1953 14, 195 


kstimated 
Fiseal vear 1954 10, 856 
Fiseal vear 1955 11, 431 


kxpired obligational authority 
Actual fiseal vear 1951—fisecal vear 1953 1 289 
Estimated fiscal vear 1954—fiseal vear 1955 1. 133 


Iistimated unobligated balance June 30, 1955 


Total 79, 268 
As of the close of each fise.l year. Subsequent obligation adjustments in expire1 accounts are not 


reflected 


FINANCIAL REPORT OBLIGATIONS 


The table shows, for general appropriations, those funds which were available 
for obligation to the Army as the United States entered the Korean war ($117 
million), those which were appropriated in the 4 years immediately following the 
outbreak of Korean hostilities ($66.9 billion), and the budget estimate of new 
appropriations for fi vear 1955 ($8.2 billion). Reimbursements and net 
transfers made and anticipated through June 30, 1955, amount to $3.9 billion 
which, when added to the foregoing, total $79.2 billion available for obligation 
In the years immediately preceding the beginning of the Korean operation, the 
Army’s annual budget amounted to about $4 billion. 

The immediate problem confronting the Army in mid-1950 was the develop- 

nt of a production base capable of accepting orders in the amounts considered 

essary to provide the approved materiel requirements. From fiscal year 1951 

h fiscal year 1953 obligations were incurred in the amount of $52.8 billion 

omnared with the $54 billion available As the national security policy 

d from one of inmediate reaciness for total war to a ore gradual achieve- 

f full readiness, production was rescheduled and obligations scaled back 

from the high $20.9 billion to the approximately $11 billion estimated for fiscal 

vears 1954 and 1955. Throughout the fiscal year 1951-53 buildup period $389 

million of obligational authority expired as compared with the estimated $1.1 

billion for fiscal vear 1954-55. This latter increase reflects the planned reduction 

in the strength of the Army and the reduction of operational requirements per- 
mitted by the cessation of hostilities in Korea. 

Of the $2.7 billion unobligated balance anticipated at the end of fiscal year 
1955, $2.2 billion will be available in the appropriation “Procurement and pro- 
duction,”’ and the remainder will be in the construction appropriations for the 
active Ar ny and for the Army Reserve Forces. 
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a Financial position—Fund availability compared with expenditures general and 
special appropriations and revolving funds 
FUND AVAILIBILITY 
{In millions} 

J Unexpended July 1, 1950 $2, 467 
, Realized from general appropriations: 

Fiseal year 1951 di pth tbs wo $19, 270 

Fiscal year 1952___- J 21, 600 

Fiscal year 1953 13, 125 

Fiscal year 1954 12, 995 

— 66, 990 
) Budget estimate, fiscal year 1955 Pets ae 8, 211 
Transfers, special accounts, and other cash budgetary adjust- 
ments: 

Actual fiscal year 1949 to fiseal year 1953__--_-_- ; $495 

Estimated fiscal year 1954 and fiscal year 1955_ —421 
) ~~ 74 
? Total : é 77, 742 


EXPENDITURES 


Actual: 
Fiscal year 1951 . .. $7,421 
Fiscal year 1952 asi 15, 706 
Fiscal year 1953__--- waala ‘ 16, 424 


| —_——— 39, 551 


Estimated: . 
Fiscal year 1954_ - _. 1 14, 280 
Fiscal vear 1955- i : ; ....? 10, 240 


— 24, 520 
Lapsed fund availability: 


Actual through June 30, 1953 sé ait 251 
Estimated to June 30, 1955 ‘ iat 1, 989 
——— 2,240 
Estimated unexpended cash balance, June 30, 1955 wris wien Rhy 481 
Total _ = ; 7 3 xT Ft, Fae 


! Includes $80 million against ‘‘Civilian relief in Korea.”’ 
2 Includes $40 million against ‘“‘Civilian relief ir Korea.’’ To be transferred to civil functions. All data 
above based upon standard form 133 reports. 


FINANCIAL REPORT EXPENDITURES 


This table reflects Army expenditures against not only the general appropria- 
tion accounts, but against other fund accounts which have an effect on the Army’s 
balance with the Treasury. These include revolving and replacing funds, 
industrial funds, special receipt accounts, and management funds. 

At the outbreak of the Korean operation, the Army’s balance available for 
disbursement amounted to about $2.5 billion. General appropriations for the 
next 4 years totaled $66.9 billion. The budget estimate for fiscal year 1955 
amounts to $8.2 billion. These amounts, together with expenditure availability 
arising out of transfer, special accounts and other fiscal actions ($74 million 
result in actual and projected availability of $77.7 billion through the end of 
fiscal year 1955. 

The expenditure performance during fiscal years 1951, 1952, and 1953—$39.5 
billion expended as compared with approximately $54 billion available—reflects 
the change from the initial inability to obtain production deliveries to the rela- 
tively rapid increase in production capability. In evaluating Army expenditures, 
it is necessary to take into account not only the condition of the production base 
but the long lead-time nature of many of the Army’s major weapons, e. g., tanks 
and guided missiles. 

Production reached its apex in fiscal year 1953, as indicated by the peak in 
Army expenditures for that year. More and more modern equipment began to 
replenish the stocks of equipment depleted by the Korean war. 

In line with the policy to rely upon a rapidly expansible production base rather 
than on the accumulation of large stocks of war reserve materiel, as well as the 
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policies concerning the achievement of greater efficiency and economy in opera- 
tions, the Army had planned to reduce its expenditures from $16.4 billion in fiscal 
vear 1953 to $15 billion in fiscal year 1954 with a further reduction in fiscal vear 
1955 to approximately $13.1 billion New and recent police decisions, including 


a reduction in military personnel in the active Army, a further substantial re- 
duction in the active production base, and a general contraction in the Army 
kstablishment, have caused there estimates to be reduced to $14.2 billion in 
fiscal vear 1954 and $10.2 billion in fiscal vear 1955 

To achieve these goals, the Army, with one-half of fiscal year 1954 already gone, 
must reduce expenditures from the $16.4 billion level in fiscal year 1953 to $10.2 
billion in fiscal year 1955—a reduction of 38 percent within less than 2 fiscal vears. 

Of the $77.7 billion available and estimated to be available during the 5-year 
period covered by the table, the Army will have expended $64.1 billion. Over 
the same period, approximately $2.2 billion of the available funds will have lapsed. 
The latter amount is a combination of both unobligated and unliquidated funds, 
reflecting rescheduling of deliveries, price redeterminations, contract renegotia- 
tions, and other actions such as the elimination of replacing accounts and changes 
in budgetary classifications. Unliquidated balances are transferred to the certified 
claims account of the United States Treasury in order that payment of obligations 
may be accomplished after validation. Recent major program changes will 
develop higher than normal lapsed balances. 


Estimate of expe nditures, jiscal year 1955 


Military personnel $4, 050, 000, 000 


Procurement and production j 3, 650, 000, 000 
Maintenance and operations : : 3, 442, 000, 000 
Research and development , 355, 000, 000 
Military construction z 248, 000, 000 
Army National Guard ; : 205, 000, 000 
Reserve personnel requirements wweaia 85, 000, 000 
Military construction, Reserve forces : 20, 000, 000 
Preparation for sale or salvage J rene , 20, 000, 000 

Alaska Communications System: 
Operation and maintenance__. date 8, 000, 000 
Construction s = coe 900, 000 
Promotion of rifle practice u 100, 000 
Total, general and special accounts - - - P+ 
Business enterprises, revolving and replacing funds, net- .- ~~~ —1, 884, 000, 000 
Net Army expenditures, fiscal year 1955__...._._-.---- 10, 200, 000, 000 


Senator Fercuson. Is there any part you want to emphasize? 

General Honnen. I recognize that you and your committee are 
quite familiar with this budget since you have examined our detailed 
budget justification books and you have had the advantage of an 
analysis of the detailed House hearings. Moreover, you have studied, 
I am sure, that very fine House committee report, and the House 
action. Hence anything I add would be rather redundant and repe- 
titious. 

QUESTION OF REVISED REQUIREMENTS 


General Honnen. I would like to add if I may, without encroaching 
on your time, that there was a bit of difference in what the House 
committee felt was the Army’s revised requirements and what we 
considered our revised requirements. On the summary sheet, page 
9 of ““The Army budget in brief” we indicate a total of $8.041 billion as 
our revised appropriation request. We differ from the House com- 
mittee report of $7.764 billion in two particulars only. The first of 
these is in the amount of $16.1 million, which represents the Army’s 
additional requirements which came about after the preparation of 
the original budget. The programs generating these additional 
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requirements were recognized and approved by the House. However 
they indicated in their report, “that the Army can readily absorb the 
additional cost of these programs.’’ We can and will abosrb them, 
but 1 am not sure we can do it readily. It is going to take a bit of 
doing. 

Senator Fereuson. There is an emphasis that you can do it easily, 
and that you can do it with difficulty. 


FOREIGN CREDIT EQUIVALENTS 


General Honnen. Yes. The other difference between our revised 
figures and the House revised figures is that we saw fit to retain the 
$271 million foreign credit equivalents in our total revised require- 
ments until such time as the Senate approved the recommendation 
of the House, which authorizes the acceptance of goods and services 
from the Germen Federal Republic without depositing equivalent 
dollars into the Treasury. 

Senator Fereuson. Is there anything in your statement or yours, 
Mr. Secretary, that cannot be made public? 

Mr. Ropvericx. No, nothing. 

(Discussion off the record.) 


WORKING CAPITAL FUNDS 


Senator Fereauson. Will you insert at this point in the record the 
business-type statements for the Army stock fund? 

General Honnen. Yes, sir. 

(The information requested follows:) 


A. Statement of sources and application of funds 


} | : 
1953 actual 1954 estimate | 1955 estimate 
! f A : | 
FUNDS APPLIED | 
To operations 
Clothing and equipage division: 
Expenses: 
I i ee ew ceeee $477, 162, 032 $398, 000, 000 | $103, 200, 000 
EE ccncndnndihaduhadbadasetduansaes - 7, 950, 000 7, 000, 000 1, 700, 000 
Total expenses_. bbsasbnneadeabbie 485, 112, 032 405, 000, 000 105, 000, 000 
Subsistence division: 
Expenses 
Purchases of stock 4 ns — | 565, 000, 000 656, 000, 000 
Transportation -_ weane 11, 000, 000 14, 000, 000 
Total expenses_. er ae a = 576, 000, 000 670, 000, 000 
General quartermaster supplies division: 
Expenses | 
Purchases of stock sii os 73, 500, 000 193, 100, 000 
Transportation ae 1, 500, 000 3, 900, 000 
Total expenses.......... bietumnae nie 75, 000, 000 197, 000, 000 
Medical-dental division: 
Expenses 
Purchases of stock inal 7, ‘ 10, 250, 000 20, 300, 000 
Transportation . . .-- as ‘ i ‘ 750, 000 300, 000 
OE Se iidennnccidbbidbdireesctnctasnicn 11, 000, 000 20, 600, 000 
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A. Statement of sources and application of funds—Continued 


1953 actual 


FUNDS APPLIED—continued 
To operations—Continued 


Defense supply service division 
Expenses 


Purchases of stock $1, 311, 709 
Transportation 526 
Total expenses 1, 312, 235 
Subtotal, all programs 486, 424, 267 


Increase in selected working capital 
Tota] applied to operations ! 486, 424, 267 
To financing 


Increase in Treasury cash 195, 391, 326 
Transferred to “Replacing ordnance and ordnance 

stores,”” pursuant to 63 Stat. 497 500, 000 
Carried to surplus of the Treasury (Public Law 179, 

Aug. 1, 1953) 





Total] applied to financing 195, 891, 326 | 
Iota] funds applied 682, 315, 593 
FUNDS PROVIDED 
By operations 
Clothing and equipage division: Income, sales 535, 992, 099 
Subsistence division: Income, sales 


General quartermaster supplies division: Income, sales 
Medical-dental division: Income, sales 


Defense supply service division: Income, sales 1, 644, 713 
rotal income all programs 537, 636, 812 
Decrease in selected working capital 74, 678, 781 
lotal provided by operations 612, 315, 593 


By financing 
Appropriation 70, 000, 000 
Decrease in Treasury cash 


Potal funds provided 682, 315, 593 


EFFECT ON BUDGET EXPENDITURE 


1954 estimate 


$999, 400 


600 


1, 000, 000 


1, 068 


090, 000 


99, 200, 000 


1, 167, 


200, 000 


5, 000, 000 


000, 000 


2, 200, 000 


335, 000, 000 
716, 000, 000 
24, 000, 000 
59, 000, 000 


, 200, 000 


5, 200, 000 


aK 


000 


000, 000 


52, 200, 000 


S 





Funds applied to operations $486, 424,267 $1, 167, 200, 000 | 
Funds provided by operations 612, 315, 593 1, 235, 200, 000 
Net effect on budget expenditures ca 125, 891, 326 68, 000, 000 
The above are charged or credited is follows 
lo budgetary authorizations 70, 000, 000 
lo net receipts of the fund 195, 891, 32e 68, 000, 000 


B. Statement of income and expense 
1953 actual 


CLOTHING AND EQUIPAGE DIVISION 


Income: Sales ‘ $535. 992. 099 
Exper 
Cost of goods sold 

Purchases of inventory 477, 162, 032 

Capitalized inventory 607. 288. 192 

rransportation 7, 950, 000 
Inventory increase or decrease (excluding 

adjustment of standard prices) 585, 213, 559 

Cost of goods sold - 507, 186, 665 


Operating income... niin 28, 805, 434 


$33. 


1954 estimate 


5, 000, 000 


398, 000, 000 


, 972, 012 


000, 000 | 


972, 012 


5, 000, 000 


1955 estimate 


300, 


300, 


1, 293. 


285, 
700, 
260, 
, 000. 000 
, 200, 000 


1, 293, 


$993, 
1, 293, 


300, 


300, 


199, 400 
600 


. 200. 000 


. 800, 000 


800. 000 


000, 000 


000, 000 


800, 000 


000, 000 
000, 000 
000, 000 


, 200, 000 


600, 000 


800, 000 


3, 800, 000 


800, 000 
800, 000 


000, 000 


000, 000 


1955 estimate 


, 000, 000 


300, 000 


, 700, 000 


000, 000 


000, 000 





mw 
0) 


nm 


0 


0 
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B. Statement of income and expense—Continued 


1953 actual | 1954estimate | 1955 estimate 
CLOTHING AND EQUIPAGE DIVIsSION—continued 
Nonoperating expense: Adjustment of inventory value | 
by revision of standard prices wilt anielicadl | —$147, 671, 918 
Net loss (—), clothing and equipage division......| —118, 866, 484 | 
SURSISTENCE DIVISION | 
| 
Income: Sales... ........... ee A ee od $716, 000, 000 $700, 000, 000 
Expenses: } 
Cost of goods sold 
Purchases of inventory. ............ altel 565, 000, 000 656, 000, 000 
Capitalized inventory gee ‘ = 361, 330, 347 
Transportation . “am on nines 11, 000, 000 14, 000, 000 
Inventory increase (—)-..............-. . —221, 330, 347 | 30, 000, 000 
Cost of goods sold....__.- pd a eae 716, 000, 000 700, 000, 000 


Net income or loss (—), subsistence division 


GENERAL QUARTERMASTER SUPPLIES DIVISION 








Income: Sales. aie 124, 000, 000 260, 000, 000 
Expenses 
Cost of goods sold: 
Purchases of inventory. ..-........-... cea , 000 | 193, 100, 000 
Capitalized inventory . a | , 000 
Transportation _.. ‘ | , 000 | 3, 900, 000 
Increase or decrease (—) in stock withdrawal | 
credits : , 000 — 25, 500, 000 
Inventory increase (—) or decrease | , 000 | 88, 500, 000 
Cost of goods sold... ne oaae | 124, 000, 000 260, 000, 000 
Net income or loss (—), general quartermaster 
supplies division Sodetacatais | 
MEDICAL-DENTAL DIVISION 


Income: Sales_. Sititena tend cnwiethina agente 59, 000, 000 37, 000, 000 


Expenses 
Cost of goods sold j 











Purchases of inventory ; ’ — . 10, 000 20, 300, 000 
Capitalized inventory 194, , 146 54, 000, 000 
Transportation... 750, 000 300, 000 
Inventory increase (—) or decre — 142, 164, 146 37, 600, 000 
Cost of goods sold............-. ebieonn ; 63, 500, 000 37, 000, 000 
Net loss (—), medical-dental division... .. | —4, 500, 000 
DEFENSE SUPPLY SERVICE DIVISION 
Income: Sales_..- ~ eee 1, 644, 713 1, 200, 000 1, 200, 000 
Expenses 
Cost of goods sold: 
Purchases of inventory = 999, 400 1, 199, 400 
Capitalized inventory 
Transportation 600 600 
Inventory decrease (excluding adjustment of 
standard prices) - ..- wentemn dete 272, 752 200, 000 ‘ 
Cost of goods sold..... siaimaalianti oe 1, 566, 756 1, 200, 000 1, 200, 000 
Operating income 77, 957 ‘ . . on 
Nonoperating expense: Adjustment of inventory value 
by revision of standard prices at oe —101, 033 po 
Net loss (—), defense supply service.... 23, 076 
Net loss (—), for the year, all divisions ‘ 118, 889, 560 —4, 500, 000 
ANALYSIS OF RETAINED EARNINGS 
Retained earnings or deficit (—), beginning of year 14, 511, 089 — 104, 378, 471 — 108, 878, 471 
Deficit (—), end of year_............. * — 104, 378, 471 — 108, 878, 471 108, 878, 471 





DEPARTMENT OF 


C. 


Ourrent assets: 
© sh with Treasury 
Accounts receivable 


Inventories (schedule A-2 


DEFENSE 


Stateme 


APPROPRIATIONS 


) 


nt of financial condition 


1953 actual 1954 estim 1955 estimate 


$723, 560, 2! 
185, 397, 
2, 602, 983, 26 


Due in from undelivered purchases to be paid for 


from other accounts 


Total assets. 


LIABILITIES 


Current liabilities 
Accounts payable 
For goods 
For transportatior 
Stock withdrawal credits 


Total liabilities 


INVESTMENT OF T S 

Principal of fund 
Reappropriation 
Appropriation 
Capitalized inventory ( 


Total principal 
Deficit ( 
Total investment of U. S. Government 
Total liabilities and investment of U 
ment 


Nore.— Excludes li 
1953, $364,880,202; 1954, $169,405,949; 
Selected working capital (other than cash 
$17,378,977; 1954, $116,578,977; 1955, $105,978,97 


continge 


g 


ities for 
1955, $157,405,949 
with 


‘ 


2, 800, 5 692 


O89 
692 


509 
692 


000 | 


, 201 


GOVERNMENT 


354 
70, 
2, 420, 


100, 
000, 
06, 


000 
000 
416u 


69 


70, 
3, 387 


100, 
000, 
. 400, 


000 
000 
962 


000 
000 
962 


ny, 
70, 
3, 441, 


100, 
000, 
400, 


2, 845 
104, 


006 
378 


126i, 


469 3,5 
171 108 


, 500, 
878, 


962 


471 


3, 580, 
108, 


500, 962 
878, 471 


2, 740, 627, 3, 417, 622, 491 3, 471, 622, 


, 491 


Gover 


2, 800, 587, 779 3, 511, 940, 692 3, 566, 740, 692 


undelivered orders as follows: June 30, 1952, $364,586,757; 


rreasury is follows 


is June 30, 1952, $92,057,758; 1953, 


Cash balance with Treasury on June 30, 1952, Was $745,168,928 


A-1, 


ScHEDULI 


Object classification 


—$—$—$—$$—$——— - 


03 
O08 
09 


Transportation of things 
Supplies and materials 
Equipment 


Subtotal 
Add or deduct ( 


changes in items on order 


Total accrued expenditures. 


SCHEDULE 


Clothing and equipage division 
Subsistence division. 

General quartermaster supplies division 
Medical-dental division 

Defense supply service division 


Total inventories (statement C) 


Accrued expenditures by objects 


1953 actual 1954 estimate 1955 estimate 


$7, O50, 526 
301, 484 
465, 792 


$20, 754, 600 
848, 437, €85 
3, 333, 372 


$25, 704, 600 
951, 691, 552 


4, 403, 848 
981, 800, 000 
12, 000, 000 


993, 800, 000 


, 717, 802 | 
293, 535 


872, 525, 


195, 474, 


657 
343 


1, 068, 000, 


, 424, 267 000 


Inventories by program 


1953 actual 1954 estims 1955 estimate 


$1, 770, 136, 941 | $1, 852, 108 
221, 330, : 
387, 000, 
142, 164, 
379, 


$1, 672, 
191, 
298, 
179, 


108, 943 
330, 347 
500, 000 
704, 146 
379, 814 


2, 342, 083, 260 


579, 814 


2, 602, 983, 26 


, 716, 755 
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OTHER WORKING CAPITAL FUNDS 


Senator Ferguson. General Honnen, I would also like to have you 
insert in the record the business-type statements for the Army’s 
other working capital funds. 

General Honnen. All right, sir; I will provide them. 

rt’ ° ° 
(The information referred to follows:) 


Army INDUSTRIAL FuND 


A. Statement of sources and application of funds 


| 
1953 actuai | 1954 estimate | 1955 estimate 


FUNDS APPLIED 


To Operations 
Army printing plants: ] 
Expenses 








Purchases of materials and supplies $389, 520 $392, 260 
Direct labor 337, 249 327, 000 330, 000 
Manufacturing expenses : 76, 080 58, 000 56, 000 
Contract printing and reproduction... 29, 828 13, 740 13, 740 
Administrative expenses... .. 38, 513 59, 000 59, 000 

Total expenses e 7“ 860, O18 847, 260 851, 000 

Manufacturing and maintenance divisions, quartermaster 
depots 
Expenses 

Purchases of materials and supplies 23, 151, 189 11, 602, 536 14, 720, 421 
Direct labor : 7, 028, 665 6, 536, 256 7, 713, 756 
Manufacturing expenses : 5 4, 640, 435 5, 420, 675 6, 328, 415 
Administrative expenses 1, 078, 813 1, 771, 062 2, 061, 062 

Total expenses. : ...-| 35,899,102 25, 330, 529 30, 823, 654 


Ordnance Oorps arsenals: 
Expenses: 
Purchases of materials and supplies 


, 000 | 35, 025, 000 
Direct labor 


673 | 








, 410 | , 000 29, 000, 000 

Manufacturing expenses , 946 36, 301, 783 51, 022, 000 
Administrative expenses , 030 17, 741, 000 | 21, 717, 000 

Total expenses ._....... . ; 50, 209, 059 99, 585, 783 136, 764, 000 

Diamond Ordnance Fuze Laboratories: 
Expenses: 

Purchases of materials and supplies “ 1, 131, 300 1, 538, 600 

Direct labor | 4, 435, 700 5, 899, 500 
Manufacturing expenses | 4, 575, 100 6, 084, 900 


Administrative expenses 











, 100 9, 354, 000 
Total expenses. e , 200 22, 877, 000 
= ——S==s 
Chemical Corps arsenals: | 
Expenses: | 
Purchases of materials and supplies. 53, 392, 085 | 586, 103 84, 310, 600 
Direct labor_..- 4, 645, 191 | 7, 572, 900 &, 092, 500 
Manufacturing expenses - - 12, 129, 590 | 19, 897, 800 | 22, 155, 900 
Administrative expenses. - 3, 442, 800 5, 662, 100 | 6, 136, 400 
Total expenses. “ ‘i 73, 609,666 | 99,718, 903 120, 695, 400 
Dugway Proving Ground 
Expenses: | 
Purchases of materials and supplies... _. ‘ eal 2, 218, 939 , 688 
Direct labor -. .. 3, 167, 954 , 346 
Manufacturing expenses - . 785, 107 959 
Administrative expenses 3, 480, 000 4, 089, 000 
Total expenses_. = 9, 652, 000 10, 782, 993 
Subtotal, all programs -- 160, 667, 845 252, 309, 675 322, 794, 047 
Selected working capital absorbed during year 16, 497, 015 8, 990, 898 
Increase in selected working capital 10, 529, 043 
Total applied to operations. .- 177, 164, 860 261, 300, 573 333, 323, 090 
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A. Statement of sources and application of funds—Continued 


} | 
1953 actual | 1954 estimate | 1955 estimate 


FUNDS APPLIED—continued 


| 
To Financing | | 


Increase in Treasury cash. ssnonndinmengh Se to $3, 000, 000 
336, 323, 090 


Total funds applied __. ; -..| 224,362,608 | $261, 300, 573 
FUNDS PROVIDED : Ts 
| 


Ry Operations 
| | 
Army printing plants: Income: Industrial sales__- 861, 345 850, 000 | 851, 000 
Manufacturing and maintenance divisions, quartermaster | 
depots: Income: Industrial sales 39, 552, 549 27, 873, 309 31, 273, 654 
Ordnance Corps arsenals | 
Income | 
Industrial sales 47, 256, 808 81, 314, 000 119, 991, 000 
Reimbursements for nonindustrial activities 5, 000, 000 9, 104, 000 17, 823, 000 


Total income 52, 256, 808 90, 418, 000 137, 814, 000 


Diamond Ordnance Fuze Laboratories 
Income 
Industrial sales 11, 608, 200 15, 438, 900 
Reimbursements for nonindustrial activities_-_ 3, 480, 900 6, 515, 600 


Total income 15, 089, 100 21, 954, 500 


Chemical Corps arsenals 
Income | 
Industrial sales 4 = 48, 820, 768 94, 005, 700 129, 380, 700 
Reimbursements for nonindustrial activities 8, 377, 618 4, 525, 600 | 4, 441, 800 
Total income. raids 57, 198, 386 98, 531, 300 133, 822, 500 


Dugway Proving Ground: 
Income 

Industrial sales_ . — -| 4, 921, 649 | 6, 518, 436 

Reimbursements for nonindustrial activities - -- 4,046, 640 | 4, 089, 000 


Total income ininsthanieentiil fs epi 8, 968, 289 


10, 607, 436 


Subtotal, all programs scodi ‘ ----| 149,870,088 241, 729, 988 336, 323, 090 
Decrease in selected working capital. - . 24, 492, 520 1, 570, 575 | 
Total provided by operations, 174, 362,608 | 243,300,573 | 336, 323,090 
By Financing 
Reappropriation 50, 000, 000 
Decrease in Treasury cash _. 18, 000, 000 





Total funds provided - - laced sided 224, 362, 608 | 


261, 300, 573 336, 323, 090 


EFFECT ON BUDGET EXPENDITURES 


Funds applied to operations. ......- sve Seelaitaiaechiiee , 164, 860 | $261, 300, 573 $333, 323, 090 
Funds provided by operations..........- on -" , 362, 608 243, 300, 573 336, 323, 090 
Net effect on budget expenditures 2, 802, 252 


‘The above are charged or credited (—) 
lo budgetary authorizations (reappropriations) --__- 50, 000, 000 


To net receipts of the fund —47, 197, 748 
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B. Statement of income and expense 


1953 actual | 1954 estimate | 1955 estimate 


ARMY PRINTING PLANTS 


Income: Industrial sales_- 4 eee 345 | $350, 000 | $851, 000 


Expenses 
Cost of goods sold 
Purchases of materials and supplies | 378, | 389, 520 392, 260 
Capitalized inventories -é 
Increase (—) or decrease in materials and supplies in- | 
ventory i 2, 740 


Materials and supplies used 
Direct labor 
Manufacturing expenses - 
Contract printing costs 


Total manufacturing costs 
Decrease: Goods in process 


Cost of goods sold 
Administrative expenses 


Total expenses 
Net income, Army printing plants 


MANUFACTURING AND MAINTENANCE DIVISIONS, 
QUARTERMASTER DEPOTS 


Income: Industrial sale 


Expenses 
Cost of goods sold 
Purchases of materials and supplies 23, 151, 189 . L 421 
Capitalized inventories 3, 030, 151 
Increase (—) or decrease in materials and supplies 
inventory 349, 448 , 417, 85% 000 


Materials and supplies used 26, 530, 788 , 391, 5, 421 
Direct labor 7, 028, 665 5, 536, ‘ 756 


Manufacturing expenses 4, 640, 435 5, 420, 675 i, 415 


Total manufacturing costs 38, 199, 888 26, 348, 29, 222, 592 
Increase (—) or decrease 
Goods in process 91, 326 385, 000 
Finished goods 15, 569 139, 


Cost of goods sold 38, 306, 783 3, 102, 29, 212, 592 
Administrative expenses . 1, 078, 813 , 771, 06: 2, , 062 


Total expenses . . 39, 385, 596 27, 873, 309 31, 273, 654 


Net income, manufacturing and maintenance divisions, 
quartermaster depots a 167, 953 


ORDNANCE CORPS ARSENALS 


Income | 
Industrial sales 47, 81, 000 | 119, 991, 000 


Reimbursements for nonindustrial activities _ - 9, 000 17, 823, 000 


Total income e 52, 256, 808 90, 000 137, 814, 000 


Expenses 
Cost of goods sold: } 
Purchase of materials and supplies. 5, 997, 673 287, 000 35, 025, 000 
Capitalized inventories 5, 069, 429 e 
Increase (—) or decrease in materials and supplies in- | 
ventory -. is 640, 066 , 687, 429 2, 000 


Materials and supplies used__. 6, 637, 739 24, 669, 000 35, 507, 000 
Direct labor . 12, 923, 410 21, 256, 000 29, 000, 000 
Manufacturing expenses " 18, 850, 946 36, 301, 783 51, 022, 000 
rotal manufacturing costs 38, 412, 095 2, 226, 783 115, 529, 000 
Capitalized goods in process : 
Increase ( or decrease 
Goods in process cas : —1, 484, 152 3, 958, 204 568, 000 
Finished goods_-.. 2, 627, O11 . ,* 7 oe 


Cost of goods sold... ; r 39, 554, 954 , 783 116, 097, 
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B. Statement of income and expense 


ORDNANCE CORPS ARSENALS—continued 


Expenses — Continued 
increase (—) or decrease in operating reserves 
Administrative expenses 


Total expenses. 


Net income, Ordnance Corps arsenals... 
DIAMOND ORDNANCE FUZE 
Income 
Industrial sales 
Reimbursements for nonindustrial activities 


Total income 


Expenses 
Cost of goods sold 
Purchase of materials and supplies 
Increase (—) or decrease in materials 
inventory 


Materials and supplies used 
Direct labor 
Manufacturing expenses 


Total manufacturing costs 
Increase ( Goods in process 


Oost of goods sold 
Administrative expenses 


Total expenses 


Net income or loss ( 
oratories 


, Diamond 


CHEMICAL CORPS ARSENALS 
Incom«¢ 
Industrial sales 


Reimbursements for nonindustrial activities 
Total income 


Expenses 
Cost of goods sold 
Purchase of materials and supplies 
Capitalized inventories ix 
Increase ( or decrease in materials and 
inventory 


Materials and supplies used 
Direct labor 
Manufacturing expenses 


Total manufacturing costs 
Increase (—) or decrease: 
Goods in process 


Finished goods 


Cost of goods sold 
Administrative expenses 


Total expenses 


Net income or loss (—), Chemical Corps arsenals. 


DUGWAY PROVING GROUND 
Income 
Industrial sales 


Reimbursements for nonindustrial activities 
lotal income 


Expenses 
Cost of goods sold 
Purchase of materials 
Capitalized in 


Increase 


and supplies. 
ventories 

or decrease in materials 
nventory 
Materials 


ind supplies used 


LABORATORIES 


| 
1953 actual 


$14, 976 


12, 527, 030 
52, 096, 960 


159, 848 


and supplies 


Ordnance Fuze Lab- | 


48, 820, 768 
8, 377, 618 


ne 
57, 


198, 386 


53, 392, O85 
17, 349, 852 

supplies 
— 28, 435, 079 


42, 306, 858 
4, 645, 191 


12, 129, 590 | 


59, 081, 639 


—1, 575, 535 


-3, 750, 518 | 


53, 755, 586 
3, 442, 800 


57, 198, 386 


Continued 


1955 


| 1954 estimate | 1955 estimate 


— $67, 
7, 741, 


| 90,418, 


| 11, 608, 
| 3, 480, 


15, 089, 


1, 131, 
—200, 

931, 
4, 435, 


, 575, 


9, 942, 
~1, 886, 


8, 056, 
7, 033, 


15, 089, 


94, 005, 
4, 525, 


98, 531, 


66, 586, 
1, 559, 


—4, 109, 


64, 035, 
7, 572, 
19, 897, 


91, 506, 





— 223, 
1, 586, 


5, 662, 


| 


783 | 


000 | 


000 | 


200 | 


900 


100 


300 
000 
300 
700 
100 


100 
100 


000 
100 


100 


700 
600 


300 


21, 717, 
| 137,814, 


| 
15, 438, 


} 6, 515, 


21, 954, 


000 


000 


900 
600 


500 


, 600 


, 000 


, 600 
, 500 
, 900 


000 


, 500 


12, 600, 
9, 354, 


21, 954, 


129, 380, 
4, 441, 


133, 822, 


103 | 


266 


806 


92, 869, : 


98, 531, : 


2, 009, 


17, 937, 


102, 248, 
8, 092, 


| 127, 686, 
6, 136, 
| 133, 822, 


6, 518, 
4, 089, 


10, 607, 


500 
000 


500 
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B. Statement of income and expense—Continued 


} 
1953 actual | 1954 estimate | 1955 éstimate 


DUGWAY BROVING GROUND—continued 


Expenses—Continued 
Direct labor_. $3, 167, 954 $3, 722, 346 
Manufacturing expenses 785, 107 1, 001, 959 


Cost of goods sold 5, 488, 289 | 6. 518, 436 
Administrative expenses 3, 480, 000 4, 089, 000 


Total expenses — 8, 968, 289 10, 607, 436 


Net income or Joss (—), Dugway Proving Ground 
a0 
HOO Net income, all programs. .---. $335, 924 
500 ANALYSIS OF RETAINED EARNINGS 
Retained earnings, beginning of year... | 158, 693 494, 617 194, 617 


Retained earnings, end of year...........-...-.--- 494, 617 | 494, 617 494, 617 





Statement of financial condition 


1953 actual | 1954 estimate | 1955 estimate 


ASSETS 
Current assets: 

Cash with Treasury ; 907,218 | $177, 907, 218 

Accounts receivable ‘ , O79, 1 24, 630, 046 

Inventories (schedule A-2) r 37! 90, 820, 881 | 

Prepaid expenses ; be das ; 3, 548, 4: 3, 161, 57 3, 450, 57 


Total assets... 4 — 277, 910, 6 206, 519, 719 - 2265 


LIABILITIES 
Current liabilities | 
Accounts payable 5, 12, 691, 989 15, 351, 315 
Advances and progress payments received ‘ 8, 244, 30, 070, 480 16, 301, 480 
Accrued payrolls ee : cr , 564, 3, 425, 951 3, 334, 072 
Accrued annual leave... . pened , 7 8, 971, 274 8, 888, 334 
Total current liabilities i , 425, 55, 159, 694 43, 875, 201 
Reserves 
Replacement of machinery and equipment . 
Settlement of claims ‘ . 5, | 45, 000 | 45, 000 


Total liabilities 5 2% 55, 204, 694 43, 920, 201 


= s 2 


INVESTMENT OF U. 8, GOVERNMENT 


Principal of fund | 
Reappropriation ; cnhameiedah fossil : 217, 280, 217, 280,000 | 217, 280, 000 
Capitalized assets (net) - - On aiid tinea wens 19, 598, 23, 540, 408 23, 540, 408 

Total principal of fund__.. 4 alco vineaae 236, 878,247 | 240,820,408 | 240,820, 408 

Retained earnings ; fa : : a6 404, 6 494, 617 494, 617 

Total investment of U. 8. Government wa : | 237, 372, 86 241, 315, 025 241, 315, 025 


Total liabilities and investment of U. 8. Government-. 277, 910,687 | 296,519,719 | 285, 235, 226 


Nore.—Excludes contingent liabilities for undelivered orders as follows: June 30, 1952, $33,496,437; 1953 
$107,220,038; 1954, $118,020,146; 1955, $110,386,099. 

Selected working capital] (other than cash with Treasury) is as follows: June 30, 1952, —$1,304,979; 1953, 
$25,797,499; 1954, —$27,368,074; 1955, —$16,839,031. 

Cash with Treasury on June 30 ,1952, was $148,709,470 


44991—54——-26 
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ScHEDULE A-—1.—-Accrued expenditures by objects 


Object classification 1953 actual 1954 estimate | 1955 estimat 


Total number of permanent positions 16, 949 33, 431 | 32, 974 
Full-time equivalent of all other positions__.- 1 | 1 
Average number of all employees 16, 014 24, 843 31, 432 


Average salaries and grades 
General schedule grades 
A verage salary $4, 077 $4, 244 | $4, 300 
Average grade ; 7 GS-5.6 | 8-5.‘ GS-6.0 
Crafts, protective, and custodial grades: | | 
Average salary $3, $3, 248 | $3, 285 
Average grade cPrc | CPcC-5.2 CPC-5.3 
Ungraded positions: Average salary 7 $3, : | $3, 575 $3. 600 


Personal services 
Permanent positions ay $56, 488, ! | $92, 687, 575 $118, 359, 925 
Part-time and temporary positions | | 5. 500 6. 700 
Regular pay in excess of 52-week base 291, 353.115 55, 631 
Payments above basic rates | , R54, 12% 2, 326, 310 | 1, 881, 744 


Total personal services ! 7 5, 372, § 120, 204, 000 
02 Travel 837 5, ! | : 000 
03 Transportation of things ; 74° , 952, 000 2, 276, 000 
04 Communication service 614.000 | 000 
05 Rents and utility services , 808, 000 g 000 
06 Printing and reproduction 44, 000 52, 000 
07 Other contractual services 5, 132, § 35, 339, 000 000 
O& Supplies and materials 55, 455, 3, 361, 783 | 000 
09 Eaninpment ; : 3, 292, 000 | 000 
13. Refunds, awards, and indemnities | 2, 233 3,000 | 5, 000 
15 Taxes and assessment 619, 000 000 


Subtotal 234, 6. 263, 360,783 | 315, 420, 000 
Deduct charges for quarters 257, 260, 000 | 260, 000 


Obligations incurred | 263, 100, 783 315, 160, 000 
Add or deduct (—) net change in items on order 3, | , 791, 108 | 7, 634, 047 
eementenns cng 


Total accrued expenditures 160, 84! 252,309,675 | 322, 794,047 


ScHEDULE A-—2.—Inventories by programs 


1953 actual 1954 estimate | 1955 estims 


Army printing plants 
Materials and supplies ‘ $144, 451 $141, 711 
Goods in process 13, 863 13, 863 
Manufacturing and maintenance divisions, quartermaster 
depots 
Materials and supplies 7, 209, 164 5, 891,311 
Goods in process 2, 689, O88 3, 377, 194 
Finished goods : 139, 401 
Ordnanee Corps arsenals 
Materials and supplies 4, 877, 903 9, 565, 332 
Goods in process . 3, 970, 582 17, 928, 876 
Finished goods - 1, 271, 294 
Diamond Ordnance Fuze Laboratories 
Materials and supplies ae aed 200, 000 
Goods in process aan 1, 886, 100 | 
Chemical Corps arsenals 
Materials and supplies 39, 329, 845 43, 439, 651 
Goods in process ‘ — 3, 861, 622 4,084, 800 | 
Finished goods naeuint inal ‘ 3, 868, 715 2, 282, 600 | 
Dugway Proving Ground | 
Materials and supplies iad waite ahead , 2. 009, 443 000 


All divisions: | 
Materials and supplies aan < 51,! | 61,247, 448 42, 843, 405 
Goods in process oe . 535, 15! 27, 290, 833 28, 828, 833 
Finished goods : 5, 619, 600 


Total inventories (statement C sok 37, 375, 928 | 77, 291, 838 
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ARMY STOCK FUND 


Senator Fereuson. As I understand it, the Army stock fund is a 
financing device by which consumable type inventories are carried 
on the Army’s books as an investment of the Government until 
withdrawn by the using Army agency to meet consumption needs. 
Have you added any new proje cts in 1954? 

Mr. Ropericx. Yes, sir. The subsistence inventories were taken 
over by the Quartermaster Subsistence Division of the Army stock 
fund and the standard medical supplies were taken over by the 
Medical-Dental Division of the fund on July 1, 1953. On January 1, 
1954 other Quartermaster activities were covered into the Army stock 
fund under the general supplies heading and the petroleum, oils and 
lubricants respectively. 

Senator Fercuson. Have you a schedule showing the Army stock 
fund program as it relates to setting up the new projects? 

Mr. Roprricx. Do you mean in money or number of stock funds? 

Senator Ferauson. New projects and who will have charge of the 
stock funds. 

Mr. Kina. Senator Ferguson, we are extending medical and dental 
stock funds this fall, the first of October. 

I have a schedule which shows when they were installed, or are to 
be installed, in the continental United States depots and the planned 
extensions to posts, camps and stations in CONUS and overseas. 

Senator Fereuson. Will you insert the schedule at this point in 
the record? 

Mr. Kina. Yes, sir. May I point out, however, that the dates in 
1955 and 1956 are tentative and that it is conceivable that some 
development may require a change in these projections. 

(The information referred to follows: ) 


The Army stock fund program as of May 21, 1953 


| 
| Extensions 


Installed de- 

pots CONUS | Posts, camps Posts, camps 

and stations, Depots nd stations 

‘ overseas = ——e 

CONUS overseas 
| 


Quartermaster Clothing and Equipage Sub- | 
division 
Quartermaster Subsistence Subdivision July 1, 1953 | July , 1954 do Do 
Quartermaster General Supplies Subdivision.| Jan. 1, 1954 | July , 1955 do Do 
Quartermaster Petroleum Oils and Lubri- | 
cants Subdivision...........-.- enn | do do do Do 
Medical Dental Division. |; July 1,1953 | Oct. 1,1954 | Oct. 1.1054 Do 
Defense Supply Service Division | July 1, 19! 
Chemical Corps Division |} July 1,1954) July 1,1955 | July 1,1955 | July 1, 1955 
Engineer Corps Division (less spare parts) __| do | 4 
Ordnance Corps Division (less spare parts | 
and target materials) . ; | do 
Signal Corps Division i do... July 1,1955 | July 1, 1955 
Transportation Corps Division do do do 


July 1,1951 | July ,1955 | July 1,1955 July 1, 1955 


1 Dates of planned extension subject to change. 


Note.—As a general ruJe new divisions to be installed July 1, 1954 will exclude capital type, production 
base, and long lead-time items; in engineer area, extension with respect to rehabilitation and utilization items 
will be limited to supplies carried in depot stocks. 


PLAN FOR WORKING CAPITAL FUNDS 


Senator Ferevson. Would you give us a detailed statement on the 
working capital fund program. 
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Mr. Kine. Yes. We have an overall program on both stock and 
industrial funds for the next 2 years that we have been working on 
with Assistant Secretary McNeil. 

Senator Ferauson. Give us then the detail. 

Mr. Kina. For the record I will give you a complete résumé of it, 

(The statement referred to follows: ) 


PLAN FOR THE ARMy Stock FuNnp 


1. Following is a complete schedule for the installation of the Army stock fund: 

(a) The Quartermaster General is manager of the Quartermaster Division of 
the stock fund of which there are four subdivisions, as indicated below: 

(1) Quartermaster Clothing and Equipage, installed CONUS depots July 1, 
1951, with current inventory of $1,900 million. This subdivision is scheduled to 
be extended to oversea depots and bulk stocks at posts, camps, and stations world- 
wide by July 1, 1955. 

(2). Quartermaster Subsistence Subdivision installed in CONUS depots July 1, 
1953, with current inventory of $228,800,000. This subdivision is scheduled to 
be extended to 77 CONUS posts, camps, and stations July 1, 1954, and to oversea 
depots and posts, camps and stations by July 1, 1955. 

(3) Quartermaster General Supplies Subdivision, installed CONUS Depots 
January 1, 19£4, with a capitalized inventory of $120 million. This subdivision 
is scheduled to be extended to oversea depots and bulk stocks at post, camp, and 
station worldwide by July 1, 1955. 

(4) Quartermaster Petroleum Oils and Lubricants Subdivision, installed 
CONUS depots January 1, 1954, with a capitalized inventory of $68 million. 
This subdivision is scheduled to be extended to oversea depots and to bulk stocks 
at posts, camps, and stations worldwide by July 1, 1955. 

(b) The Surgeon General is manager of the Medical-Dental Division of the 
stock fund, installed at CONUS depots July 1, 1953, with a current inventory of 
$128,600,000. This division is scheduled to be extended to 8 overseas depots and 
to bulk stocks at 46 posts, camps, and stations werldwide by October 1, 1954. 

(c) The Chief of the Chemical Corps will manage the Chemical Division of the 
stock fund, which will be installed in CONUS depots July 1, 1954, with a capital- 
ized inventory of $47 million, This Division is scheduled to be extended to depots 
overseas and to bulk stocks at posts, camps, and stations worldwide by July 1, 
1955. 

(d) The Chief of the Engineer Corps will manage the Engineer Division of the 
stock fund, to be installed in CONUS depots July 1, 1954 (less spare parts), 
with an initial inventory of $201 million. This Division is scheduled to be 
extended to overseas depots and bulk stocks in posts, camps, and stations world- 
wide by July 1, 1955. At the same time, additional items of inventory (spare 
parts) will be capitalized worldwide. 

(e) The Chief of the Ordnance Corps will manage the Ordnance Division of the 
stock fund, to be installed in CONUS depots July 1, 1954 (less spare parts and 
target materials), with an initial inventory of $150 million. This Division, 
including spare parts and target materials, is scheduled to be extended to overseas 
depots and bulk stocks at posts, camps, and stations worldwide by July 1, 1955. 

(f) The Chief of the Signal Corps will manage the Signal stock fund, to be 
installed in CONUS depots July 1, 1954, with an initial inventory of $431 million. 
This Division is scheduled to be extended to overseas depots and bulk stocks at 
posts, camps, and stations worldwide by July 1, 1955. 

(g) The Chief of the Transportation Corps will manage the Transportation 
Division of the stock fund, to be installed in CONUS depots July 1, 1954, with an 
initial inventory of $60 million. This Division is scheduled to be extended to 
overseas depots and bulk stocks at posts, camps, and stations worldwide by 
July 1, 1955. 

2. During fiscal year 1954, the following Divisions of the stock fund have been 
installed: 

Quartermaster Subsistence Subdivision, July 1, 1953. 

Quartermaster General Supplies Subdivision, January 1, 1954. 

Quartermaster Petroleum Oils and Lubricants Subdivision, January 1, 1954. 

Medical-Dental Division, July 1, 1953. 

3. Note: (a) Stock funds will not be installed in areas of combat. 

(b) Stocks at minor posts, camps, and stations will be excluded from the stock 
fund where operation of the fund is determined to be impracticable. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 403 


4. The Defense Supply Service Division of the Army stoc< fund, managed by 
the Director of the Defense Supply Service with a current inventory of $450,000 
was capitalized July 1, 1951. 


PLAN FOR ESTABLISHMENT OF ARMY INDUSTRIAL FUNDS 


The Army plan for utilization of working capital funds includes the employ- 
ment of industrial funds in accordance with title IV, section 405 of the National 
Security Act of 1947, as amended. 

Army industrial funds are now in operation in 15 commercial-type Army instal- 
lations and activities conducting an estimated volume of annual business at 
approximately one-half billion dollars. 

The Army plan for further installation of this method of financing and manage- 
ment control provides for an accelerated program in the remaining principal 
commercial installations and activities whose estimated volume of annual activity 
approaches $1.2 billion. The plan scheduled for implementation by July 1, 1956, 
includes research and development installations, proving grounds, Army printing 
plants, ports of embarkation, laundries, and bakeries, as well as depots with major 
maintenance and rebuild activities. Hospitals and those depots whose activity 
is limited to receipt, storage and issue will also be undertaken should the feasibility 
of this method of financing and management be demonstrated, 

Upon accomplishment of the program, the major portion of the industrial, 
research and development, and inventory operations of the Army’s logistical 
mission will have been established on a footing quite comparable to similar busi- 
ness operations. Additions, consolidations, and adjustments however will be 
made as necessary. 


Senator Ferauson. Thank you, gentlemen. 
Miuirary Personne, ARMY 


STATEMENT OF BRIG. GEN. HERBERT B. POWELL, DEPUTY 
ASSISTANT CHIEF OF STAFF, G-1 


Amounts available for obligation 


1953 actual 1954 estimate | 1955 estimate 


Appropriation or estimate deni iii leit $4, 410, 000, 000 | $4, 708, 859, 000 |$4, 211, 300, 000 
Transferred from— } 
“Maintenance and operations, Army’’ (66 Stat. 79 | 
and 67 Stat. 16) a 328, 000, 000 
“Army National Guard’’ (66 Stat. 79) | 20, 500, 000 
‘Reserve personnel requirements, Army’’ (66 Stat. 79) 30, 300, 000 
‘*Maintenance and operations, Air Force’’ (67 Stat. 16) 250, 000, 000 
* Aircraft and facilities, Navy’’ (67 Stat. 16). 20, 000, 000 
“Ordnance and facilities, Navy’’ (67 Stat. 16) 35, 000, 000 
“Civil engineering, Navy’’ (67 Stat. 16)__..- ‘ 15, 000, 000 
Adjusted appropriation or estimate _ _. | 5, 108, 800, 000 4, 708, 859, 
Balance transferred, pursuant to 66 Stat. 79, from— | 
“Army National Guard’’... leat 11, 400, 000 
‘‘Reserve personnel requirements”’_. &, 500, 000 
“Civilian relief in Korea’’._. 28, 750, 000 
Reimbursements from non-Federal sources... 31, 750, 000 187, 000 
Reimbursements from other accounts ae antes 6, 736, 948 47, 000 


Total available for obligation. __. . ; 5, 195, 936, 948 4, 943, 859, 000 
Unobligated balance, estimated savings (available for ad- 
ministrative reappropriation in subsequent years) _--_. —44, 304, 185 — 142, 809, 500 


Obligations incurred .......- ‘ .....| 5, 151, 682, 763 4, 801, 049, 500 
Comparative transfer from— 
‘*Maintenance and operations, Army’? _--- 77, 840, 494 
‘Local currency operations, Japan”’ 64, 148 
“Goods and services provided by the Federal Republic 
of Germany and the Berlin Magistrat’’ _ .- Abee 151, 577 100, 000 
Comparative transfer to— 
**Maintenance and operations, Army’’: 
Direct . ideubucdienaden ‘ hee u , — 21, 966, 000 
Reimbursable ; onean we ie | 26, 839 
“Military personnel, Air Force’’..........-. wtkd — 13, 654, 000 


Total obTigathoRe. «26 coe cc ececknsceccus Ally ..| 5, 216,008,143 | 4,779, 183,500 | 4, 446, 300, 000 


Note.— Reimbursements from non-Federal] sources above are from the proceeds of sale of personal prop- 
erty (40 U. 8. C. 481 (¢)). 
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Obligations by activities 


Description 1953 actual 1954 estimate | 1955 estimate 


Direct Obligations 


Appropriated funds 

Pay and allowances $4, 103, 117, 686 | $3, 626, 660,000 ($3, 403, 902, 000 
Individual clothing 237, 296, 654 171, 442, 500 154, 769, 000 
3. Subsistence in kind . 514, 432, 022 452, 022, 000 | 405, 191, 000 
. Movements, permanent change in‘Station 309, 204, 950 282, 959, 000 | ae. HP oO 

. Other costs é » 496, 722 11, 100, 000 

Total obligations payable from appropriated | 

funds 6, , 548,034 | 4,544, 183,500 | 4, 211, 300, 000 


Reimbursements from non-Federal sources 
1. Pay and allowances -- 31, 750, 000 . 
2. Individual clothing . 25, 000, 000 | 5, 000, 000 
3. Subsistence in kind. 162, 500, 000 | 32, 500, 000 


Total obligations payable out of reimbursements | 
from non-Federal sources... 31, 750, 000 187, 500, 000 87, 500, 000 


Total direct obligations 5, 209, 298, 034 4, 731, 683, 500 4 98, 800, 000 


Obligations Payable Out of Reimbursements From Other 
iccounts 
1, Pay and allowances , 546, 193 | 3, 529, 000 3, 529, 000 
2. Individual clothing 237, 416 4 
3. Subsistence in kind 2, 832, 245 42, 870, 000 2, 870, 000 
4. Movements, permanent change of station 703, 682 239, 000 239, 000 
5. Other costs__. 390, 57: 862, 000 862, 000 
Total obligations payable out of reimbursements 
from other accounts , 710, 108 47, 500, 000 7, 500, 000 


Total obligations... . 5, 216, 008, 142 4, 779, 183, 500 Hy 5, 300, 000 


Senator Ferauson. Military personnel. 

General Honnen. General Powell, Deputy Assistant Chief of 
Staff, G-1, of the Army will be the principal witness. 

Senator Farauson. Do you have a statement, General? 

General Powe... Mr. Chairman, I have a statement which was to 
be presented to the committee by General Young, who is out of the 
city; therefore, with your permission I shall submit the statement for 
the record. 

Senator Fercuson. Will you please read the statement, General 
Powell? 

General Powe... Yes, sir. 

Mr. Chairman, gentlemen, it is indeed a distinct pleasure to be 
afforded this opportunity to make my second appearance before this 
committee to explain the factors that have been considered in arriving 
at the estimates contained in the appropriation “Military personnel, 
Army.” 

APPROPRIATION MPA 


The estimate of $4,155,479,000 under the appropriation “Military 
personnel, Army” presented to the committee today provides for the 
pay and allowances, clothing, subsistence, and travel of military 
personnel including cadets of the Military Academy. The budget 
estimate for fiscal year 1955 provides for a beginning strength of 
1,407,200, a terminal strength of 1,172,700, and a man-year average of 
1,308,558. This request includes the recent change in the active duty 
ROTC program for fiscal year 1955. The Army now plans to call to 
active duty as officers for a 2-year period all ROTC graduates who are 


~ 


weet ee me eee 
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commissioned. This program will require an estimated $32,400,000 
in lieu of the $15,400,000 estimated under the 90-day active-duty plan. 
The net increase, however, is about $3 .800,000 over the original con- 
gressional submission, since other savings were realized through other 
program revisions. 

The fiscal year 1955 strengths compare to a beginning strength in 
fiscal year 1954 of 1,533,800, end strength of 1,407,200, for an average 
man-year of 1,472,600. It is anticipated that this reduction of 
approximately 361,100 personnel from the beginning of fiscal year 1954 
to the end of fiscal year 1955 will result in a savings of approximately 
$359.865,500. However, I should like to emphasize that this reduction 
in strength and money savings has resulted in the Army decreasing its 
major force structure in fiscal year 1954 to 19 divisions and effecting a 
further decrease in fiscal year 1955. 


MILITARY PERSONNEL 


With the committee’s permission I should like to touch briefly 
on some of the areas in which the Army has effected savings during 
the past fiscal year. 

Reduction in travel and processing time: On October 1, 1953, the 
Department of the Army implemented its new training, transient, 
and patient procedure which provided for the condensed flow of per- 
sonnel from the time of entry into military service until the period 
of assignment to their new organization. This new procedure pro- 
vides for the consolidation of reception centers and basic training 
activities, tailored processing procedures and continuous surveillance 
over all major activities that participate in the flow of personnel. 
It is anticipated that more effective use will be made of military 
manpower as a result of this new policy. 

Reduction in support type units: Studies have been made of service 
units in the continental United States in an effort to reduce the num- 
ber of military personnel utilized in the technical and administrative 
type units to a minimum. In the case of the nondivisional combat 
units, there is a plan to utilize National Guard units to assist in the 
defense of the continental United States. The percentage of tech- 
nical and administrative units in all new plans has been reduced 
considerably. It is the intent of the Department of the Army to 
continue to explore this activity in an endeavor to produce a mini- 
mum of field and base service units and a maximum of combat units. 

Travel costs: The committee has in the past expressed concern 
over military travel costs. This has been a problem of major in- 
terest to the Army General Staff since 1952 and material savings 
have been realized through certain procedures which have been 
placed in effect. Chief among these is better channeling of the flow 
of personnel returning from overseas resulting in a reduction in mileage 
involved and early release of short-term inductees returning from 
Korea. thus eliminating the permanent change of station travel 
required to reassign such individuals for periods of service too short 
to be productive. We are continuing to study methods of handling, 
shipping, and storing household goods in an effort to reduce that cost 
to a minimum. This problem will be under constant surveillance 
in fiscal year 1955. 
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Rotation: Another subject which must be considered in conjunction 
with travel cost is one which I am sure is still of interest to you, and 
that is rotation. A new rotation system for Army personnel in the 
Far East Command based on fixed tours of duty rather than on the 
previous constructive months of service system was implemented on 
October 1, 1953. The fixed tour for all Army personnel in Korea 
‘s now 16 months—of course this is subject to the availability of 
qualified replacements. The length of the overseas tour in other 
theaters varies from 1 year to 3 years based on the prevailing con- 
ditions existing in the overseas command. Since I last spoke to 
you, the Army has given a great deal of study to improving the 
technique of assignment of military personnel and to effecting a 
greater degree of stability in United States assignments. Rotation 
continues to be directly dependent upon overseas requirements ; hence 
the length of tour in an overseas assignment determines to a large 
degree the length of tour in a United States assignment. Current 
Army procedures provide for the stabilization of officers in one par- 
ticular assignment while in the United States. Upon completion of 
this assignment, the Department of the Army makes an endeavor to 
reassign the officer to an overseas command. This practice has 
resulted in & minimum of moves for the individual officer and his 
dependents. 

Career attractiveness: In light of planned reductions in military 
strength for fiscal year 1955 the Army must look to incentives which 
will influence high-caliber personnel in the selection of military careers. 
In any consideration of “fringe benefits’ we strongly recommend 
against any attempt to place a dollar value on such benefits. Al- 
though pay will always be a key factor in competitive bidding for 
capable career personnel, the President in his state of the Union 
message stated the position clearly when he said “pay alone will not 
retain in the career service of our Armed Forces the necessary num- 
bers of long-term and able personnel.” The approach should not be 
from the standpoint of dollar cost but from the standpoint of intan- 
gible value received in terms of increased efficiency stemming from 
high morale of career soldiers who have confidence that the Army 
will continue to provide them and their families the support promised 
when they selected military careers. 


CIVILIAN PERSONNEL 


Reductions in civilian employment: Between January 31, 1953, 
and June 30, 1953, civilian employment in the continental United 
States in all functions including civil and foreign aid dropped from 
483.965 to 451,870, a retrenchment of 32,095. During the first half 
of fiscal year 1954, a further reduction of 42,171 was made. Contin- 
ued analysis of support requirements by Department of the Army 
manpower analysts and an aggressive program of manpower surveys 
accounted for a material portion of the reductions; however, reduced 
personnel funds and reductions of workload furnished considerable 
motivation for these retrenchments. During fiscal year 1955, it is 
considered that some further curtailment in civilian employment can 
be achieved. 

Turnover of civilian personnel: During the calendar year 1953, 
100,000 civilian employees were hired in the continental United States. 
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During this same period 175,560 were separated from Army employ- 
ment in the United States. Of this total 94,917 resigned, 41,670 were 
reduced in force, and 38,973 were terminated for other reasons. 
Since further reductions in force are anticipated which may hit scarce 
skill categories in the Army Establishment, machinery is being set 
up to furnish information on skill shortages to all installations as a 
basis for referral of surplus employees. 

Utilization of indigenous personnel: An OSD Ad Hoc Committee 
on which the Army is represented is presently studying the possibility 
of utilizing additional indigenous personnel in the overseas commands, 
particularly in the Far East and Europe. These studies provide for 
the use of unskilled labor, professional doctors, teachers, lawyers, 
scientists, and highly skilled technicians in the repair, maintenance, 
and operation of equipment. As of November 30, 1953, for each 
100 civilian positions established in the overseas commands, only 7 
were filled by United States citizen employees. Also as of November 
30, 1953, 340,500 indigenous employees are reported as being utilized 
in lieu of an estimated 247,500 military personnel. Several impedi- 
ments incident to further utilization of indigenous labor exist. Chief 
among them is the fact that the use of large numbers of civilians in 
place of military increases materially the risk of not being able to 
perform initial tactical missions in event of hostilities, since there is no 
assurance that such personnel would continue to work for the United 
States subsequent to attack by a foreign power. Additionally, non- 
United States citizens cannot be utilized in sensitive-type positions. 

In my concluding remarks, I should like to emphasize that the 
Army, in the interest of economy, has revised its budget requirements 
for fiscal year 1955 downward to reflect the recommended disallow- 
ances made by the full committee and the House. These disallow- 
ances recommended by the House amounted to a total reduction 
under the appropriation, MPA, of $33,808,785 for a revised Army 
requirement of $4,150,479,000. Of the total reduction recommended, 
the Army is requesting a restoration of the $5 million disallowed under 
the program subsistence for a revised appropriation requirement of 
$4,155,479,000. The Department of the Army estimates the revised 
amount of $4,155,479,000 to be the absolute minimum acceptable 
under the appropriation, ‘Military personnel, Army” which will 
enable the service to perform its many assigned missions and fulfill 
its mandatory commitments in a realistic and competent fashion. 


APPEAL FROM HOUSE ACTION 


Senator Ferauson. You have a reclama. 

General Powe... Yes, sir. $5 million in the field of subsistence. 
Senator Fercuson. Have you a statement on that? 

General Powretu. You have it filed, sir. 

Senator Ferauson. That will be made a part of the record. 

(The information referred to follows:) 


MILITARY PERSONNEL, ARMY 


(P. 6, line 12) 
1954 appropriation ; si é : $4, 708, 859, 000 
1954 revised appropriation ae <stee 4, 708, 859, 000 
1955 estimate ee Aha . \ ‘ 4, 4 300, 000 
House committee Sear : : oe 4, 150, 479, 000 
House floor. .....-.- coma ‘ .... 4, 150, 479, 000 
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(House hearings, p. 128) 
The Department of the Army requests the following amendments: 


PROPOSED AMENDMENT 


Page 6, line 12: Strike out ‘‘$4,150,479,000” and insert in lieu thereof 
“$4,155,474,000,”’ an increase of $5 million over the House-approved amount 
and $55,821,000 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


The effect of this amendment is to provide the estimated required funds to 
feed the Active Army and certain U. N. units in Korea and to provide for losses 
below CONUS depots 

HOUSE COMMITTEE REPORT 


The committee recommends an appropriation of $4,150,479,000, a reduction of 
$60,821,000 in the estimate of $4,211,300,000, and $558,380,000 below the amount 
appropriated in 1954. The amount of the reduction in the estimates consists of 
three major factors: (1) Reductions volunteered by the Army in the amount of 
$40,942,000; (2) an elimination of $6,534,000 representing dollar equivalent of 
foreign credit no longer required because of the action of the committee on section 
727; and (3) actions taken by the committee totaling $13,345,000. 

This appropriation title covers the pay, allowances, individual clothing, perma- 
nent change of station travel costs, and subsistence of Army personnel and various 
other costs direetly concerned with military personnel, such as expenses ineident 
to the movement of troop detachments, expenses of apprehension, and delivery 
of deserters, etc. 

The committee reductions are two, the first being a decrease of $5 million in the 
$483,153,000 estimated for subsistence on the basis of testimony that the cost 
factors for losses in storage, in transit, and in commissaries can be improved. 
The second item is a decrease of $8,345,000 in the $166,900,000 estimated for 
the cost of permanent change of station movements of individuals. This reduc- 
tion is made on the basis that the Army can and should improve its position with 
respect to the stabilization of assignments. 


JUSTIFICATION OF PROPOSED AMENDMENT 


Of the total reduction, the Department of the Army requests restoration of 
only $5 million. This amount is in project 1210, ‘‘Procurement of subsistence 
supplies,”’ and represents 44 percent of a total of $11,342,986 included in budget 
estimate fiscal year 1955 to compensate for losses in storage, in transit, and from 
sales points in the handling of subsistence below CONUS depots. Such losses 
must be paid for out of this appropriation. The Army has no authority to reduce 
the food issued to troops to compensate for any losses sustained. 

As was stated in the testimony at the budget hearing, the percentage used to 
cover such losses have remained relatively constant during the past few fiscal 
years. These losses are of continuing concern to the Department of the Army 
and much effort is being exerted to reduce them. However, further reduction of 
such losses by 44 percent in fiscal year 1955, as would be required by the proposed 
reduction in the appropriation, is believed greater than can be attained. 

Until positive results from the added control afforded in the stock fund opera- 
tion have been attained, it is considered undesirable to fix a dollar value on the 
expected savings. Therefore, it is requested that the $5 million rediction in 
subsistence be reinstated. 


NATIVE SON PROJECT 


General Powe... | have an expert witness to discuss this reclama 
if you need him. 

Senator Ferauson. You had better call him to make a statement for 
the record. I shall ask you a question while we are waiting for him. 

General PowE.u. Yes, sir. 

Senator Ferauson. You have a definite plan for replacing military 
personnel abroad with foreign nationals along the line of the Air 
Force known as the Native Son project? I would like to know how it 
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operates and how many people are involved, how many military 
spaces have been saved, and are estimated to be saved in the future on 
that program. 

General Powre.u. Yes, sir. We appreciate the fine job the Air 
Force is doing; however, I would like to point out that the Army 
initiated such a program in the European theater on V-E Day. As a 
matter of fact, we employed so many indigenous personnel that a 
couple of years ago the Army realized it had been too aggressive in this 
program and cut back, particularly in the area of personal services. 

Senator Frereuson. I think there is danger in this program of 
Native Son because I can understand when you get them cheaply 
that you are apt to hire too many of them. 

General PowrE.u. Yes, sir. 

Senator Frreuson. There is a tendency to say, well, this labor is 
so cheap that now instead of hiring 1, we will put on 5, and the first 
thing you know, these 5 are going to eat up more dollars than the 
would have cost. 

General Powrety. That is true. 

Senator Ferauson. I think there is great danger in what can 
happen. 

General Powr.u. That is absolutely correct. If you are not care- 
ful the program is likely to be extended into the field of personal 
service and entertainment without justification. 

Senator Fereuson. I had that in mind, house servants, and every- 
thing that goes with it. 


PERSONNEL, WORLDWIDE 


General Powetu. During the last calendar year we very severely 
cut back on that to the amount of about 90,000. Right now, world- 
wide, we are employing about 340,000 indigenous personnel. Some 
are direct employment, some through counterpart funds, and some, 
as in Japan, through a contract with the Japanese Government to 
perform certain specific functions. 

Senator Freauson. You say you are cutting back. Is there not 
some way that we can get this thing in shape? 

General Powruu. Yes, sir. 

Senator Ferauson. You said 340,000? 

General Powe... Yes, sir, the total employment is 340,000. The 
90,000 is a tremendous reduction. I would like to say that we have 
gone out in recent months with a series of propositions or questions to 
our commanders overseas. ‘The Army asked, first, can you use more 
to replace people in uniform, and secondly, are you using properly 
the ones that you have? 

Senator Ferauson. Have you survey teams or people with the 
capacity to go out in the field, look this situation over, and come back 
here and confide ntially report to you on this problem of Native Sons 
and the entire personnel picture abroad? 

General Powe... Yes, sir. We have two types of personnel 
teams in the field constantly. First we require each major comman- 
der worldwide to survey his own establishment and report to the 
Department of the Army. Second, we send out from a departmental 
level and check on what he has accomplished. Sometimes we observe 
his team, and sometimes we send ourown. That is a constant program 
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and it pays us in results. It ties into your series of questions on work 
measurement and stafling. We were given a recent estimate by the 
major commanders which indicated that it would take 245,500 
American soldiers in uniform to replace the 340,000 indigenous. 
This is an estimate which may or may not be accurate. It is a matter 
of opinion which would require a thorough study. The commanders 
have said this tous. They cannot extend this program further in the 
field of sensitive employment where security considerations are in- 
volved. The personnel they have screened for such positions and 
are now awaiting employment are about the maximum that they feel 
they can trust. 

In addition, in an area like Europe, if we should get involved in 
combat operations, we are not sure how many of these people would 
remain with us. Further, in an emergency we would be unable in 
many cases to move them from one country to another. We are 
using them as laborers, guards, doctors, professional men, mechanics, 
and in any other field that is possible. For example, we have been 
able to cut down materially on the requirement for American physi- 
cians to be inducted into the armed services by using German doctors 
and it is working out very well. We believe that in certain areas we 
may increase this employment to take the place of men in uniform 
who are being phased out under the reduction of the Army contem- 
plated by this budget. I assure you it will remain under constant 
study with all the factors involved that I have mentioned. 

Senator Ferauson. I have some general questions which I want 
to ask, 

KOREAN SAVINGS 


Senator Frreuson. Now that the hostilities have stopped in Korea, 
what savings have been effected in this appropriation? 

General Powr.LL. Approximately $1 billion as compared to obliga- 
tions incurred in the fiscal year 1953 which was the last year of hos- 
tilities. This savings is due primarily to the decreased strength of 
the Army. Some savings have been effected because certain wartime 
costs, such as combat pay, stopped with the advent of the truce in 
Korea. 

UTBACK IN NONCOMBATANT PERSONNEL 


Senator FerGuson. I think we were all impressed by the Air Force 
on some of their studies, and some of their work and the ability to cut 
back so-called noncombatant personnel. Is the Army exerting its 
effort along the same line? 

General Honnen. Vigorously, yes, sir. We can give you a com- 
plete report. 

Mr. Roprrick. We would like to present that to you in detail, 
because it is outstanding. General Powell here is qualified to discuss 
this matter. 

Senator Ferauson. Very well. General, will you proceed, please? 

General Powxr... Personnel in the United States Army are con- 
sidered for accounting purposes to be in three principal forces or areas. 
These areas are the operating forces, which are primarily units organ- 
ized under a table of organization and are military personnel; the sup- 
porting forces, which are organized under a table of distribution, 
contain some military but are mainly civilians; and training, transients, 
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and patiotte: The on category is military but does not appear on 
either a T/O & E or a T/D and is accounted for separately. Briefly, 
the operating fore es are the military units; the supporting force is the 
organization which backs up the entire Army logistically; and the 
training, transient, and patients are those personnel in training, 
replacements en route to a unit, or undergoing medical treatment. 
All of the personnel of the Army Establishment, both military and 
civilian, are accounted for in one of these three areas 

In order to control this personnel effectively, the Army employs 
accepted management techniques such as performance evaluation, 
work measurement, cost accounting, work simplification, efficiency 
awards, and supervisor training. ‘These techniques are integrated and 
monitored so as to provide an effective system of checks and balances 
in order that the greatest amount of work can be accomplished with 
the least number of personnel. 


CONTROL OF MANPOWER 


Senator Fercuson. Do you have a control of the number of per- 
sonnel in the supporting forces so as to insure that personnel in this 
area are kept to the absolute minimum? 

General Powe... In controlling its manpower, other than in oper- 
ating forces (T/O & E units), the Army employs a system similar in 
design to that found in normal business and industrial activities. Its 
prominent feature is its inherent flexibility which permits continuous 
adjustment of manpower requirements in accordance with constantl\ 
changing workloads. It is based upon sound methods which provide 
for rational and objective determination and surveillance of man- 
power requirements of all activities carried on in the Army Establish- 
ment. ‘This system of requirements determination has three principal 
elements: 

First, a performance reporting and analysis system whereby all 
agencies report to Department of the Army the actual manpower used 
and workload accomplished in each functional area, from which data 
staffing criteria or manpower standards, called yardsticks, are devised. 
It is estimated that approximately 85 percent of activities in the 
T/D area are covered by this type of measurement at the present time. 
Yardsticks are de ‘veloped to show only the total pe rsonnel require- 
ment for specific workloads and/or work units produced. Current 
yardsticks do not, with exception of a few functions such as messes 
and certain administrative functions, set forth limitations by job 
titles or position. 

Second, a system of quarterly estimates from commands and agen- 
cles, justifying, on a functional basis, their manpower needs for the 
succeeding quarter. These quarterly requirements are subjected to 
comprehensive review and analysis by the Department of the Army. 
Budgetary and personnel limitations, workload, and environmental 
factors are some of the more important considerations involved in the 
reviews. During fiscal year 1953 there was a total of 52,242 less 
spaces allocated than were requested, consisting of 6,483 military and 
45,769 civilian, 

Third, a system of annual on-the-site surveys by trained manpower 
control personnel, which proyide critical appraisals of requirements, 
adjustments of the manpower requirements and manning criteria. 





412 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


As a matter worthy of note, the Army has pioneered in this field 
and has been developing workable standards in all measurable areas 
since 1945. 

MANPOWER SURVEY SYSTEM 


Senator FerGuson. Are instructions to your commanders being 
carried out? How do you check on that? 

General Powein. The policy of the Department of the Army is to 
require an on-the-site review or appraisal of manpower requirements 
on a regulated s¢ cant The manpower survey system employed is 
based upon the concept that the agency which issues personnel author- 
izations to using activities will be responsib le for physical inspection 
to assure proper personnel utilization. The office of the Chief of Staff 
surveys staff agencies within the Department of the Army; Assistant 

Chief of Staff, G1, Personnel, surveys major continental and overseas 
command headquarters and the offices of the Chiefs of Technical and 
Administrative Services conducts surveys of their using activities end 
installations. All of these reviews and appraisals are under the mon- 
itorship and supervision of the Assistant Chief of Staff, G1, to insure 
proper implementation of prescribed policies and proc edures and to 
recommend appropriate corrective action. The nature and extent 
of these surveys depends upon the type of activity concerned, it 
scope, and the character of the manpower problems encountered. 
The surveys vary from a straightforward quantitative appraisal of 
manpower needs, to a combined organization and methods review end 
personnel utilization study in which the operations of the activity 
are thoroughly explored and overhauled, the work force is analyzed 
to insure workers are assigned in accordance with skills they pcssess, 
and the whole translated into the minimum number of employees of 
various categories required for efficient operation. Until the end of 
1953, surveys were required op an annual basis. In order to meet 
continuing demands for inereased economy in Army manpower ex- 
penditure, and to permit accomplishment of a more thorough end 
comprehensive type of manpower survey, the system was revised 
effective January 1, 1954, to schedule and conduct manpower surveys 
of at least 50 percent of the activities and 75 percent of the operating 
personnel annually, provided each activity is surveyed at least once 
every 2 vears. 

The importance of individual judgment in a survey is recognized. 
Because of this critical factor, the personnel assigned to survey 
activities are very carefully selected, highly experienced, well-trained 
manpower management analysts. Both officers and civilians are 
used. 

Upon notification that a survey is to be made, the activity com- 
mander concerned is required to have information relative to work- 
load, staffing, organization, and functions prepared as of a prescribed 
date and available to the survey team when it arrives. These basic 
documents in eddition to information and data obtained by the tesm 
during the conduct of the survey are used in making the determination 
of requirements. When an appraisal of an activity or insvellation is 
completed and the recommendations are submitted based upon the 
workload at the time of the survey, authorizations ot personnel are 
adjusted accordingly by means of a new authorization voucher tv the 
activity commander, who then revises his table of distribution, It 
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should be emphasized that the analysis of manpower requirements 
for an activity is made based upon workload factors existing st the 
time of survey and upon known workload projections. Other adjust- 
ments are necessarily made during the interval between surveys by 
analysis of the report of requirements and the justification containe d 
therein. Whenever any indication of overstaffing or malutilization of 
manpower at an activity is received, special on-the-site surveys are 
made without delay. 


EFFECTIVENESS OF PROGRAM 


To point out the effectiveness of this survey program, during the 
period January 1953 to January 1954 Army manpower utilization 
surveys reduced personnel authorizations of units and installations 
approximately 7,500 military and 26,900 civilians for a total personnel 
reduction of 34,400. 


REDUCTION IN OVERHEAD AND SUPPORTING FORCES 


Senator Fercuson. Just what has been done to reduce the overhead 
and supporting forces: It seems to me this area could bear close 
attention. 

General Powerit. The Army is now and has in the past energetically 
pursued a program of reducing the percentage of military personnel in 
other than combat units and lowering the number of civilians em- 
ployed by the supporting establishment. As an example, between 
January 31, 1953, and June 30, 1953, civilians were reduced by 32,600 
while during the first half of fiscal year 1954 a further retrenchment of 
45,000 was made. At an estimated average annual salary of $3,800, 
the saving occasioned by this reduction alone is approximately $294 
million. 

Other activities which have assisted in increasing the efficiency of 
the supporting forces have been a more effective utilization of man- 
power in logistical and administrative functions through a continuing 
program of manpower surveys of both civilian and military personnel, 
an improved utilization of facilities through consolidations which has 
permitted the closing of installations, and a reduction of administra- 
tive functions and personnel in administrative units. 

An example of the reduction of administrative functions is the 
establishment of an electrical machine accounting system which 
provides an economical method of record keeping for Reserve person- 
nel. Thesystem permits the elimination of morning reports and many 
other reports and simplifies the preparation of orders. It is expected 
to result in 570,000 man-hours saved. 

Studies are under way at the present time to determine whether 
further consolidation of military district headquarters can be ac- 
complished without loss in the effectiveness of the Reserve program. 


TRAINEES, TRANSIENTS, AND PATIENTS 


Senator Ferauson. About these transients and patients you men- 
tioned earlier, it seems to me that the number of people in this area 
should be held down to the rock bottom. What are you doing to 
get these men into units? How many men are assigned to this area? 
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General Powe.v. Trainees, transients, and patients formerly com- 
prised approximately 28 percent of the entire Army. These personnel 
are administered by every major command but are charged solely to 
the Department of the Army. TT & P activities consist “of induction 
stations, rece ption centers, separation centers, replacement training 
centers, training divisions, medical holding detachments, service 
schools, and overseas staging areas 

In an effort to reduce the nonproductive time that a soldier spends 
in reception stations and traveling to overseas units, a directive has 
been published which streamlines the processing of transient personnel. 
The major objective of this regulation is to reduce to a minimum non- 
effective time of all military personnel. Specifically, this regulation 
directed the following actions be taken: 

First, reception centers be relocated, as necessary, so that reception 
and basic combat training are performed at the same post. 

Second, that leave is scheduled immediately upon completion of 
basic training. 

Third, that processing time in reception stations be reduced to the 
minimum required for such processing. This action has reduced 
processing, for an individual, from an average of 13 days to an average 
of 4. 

Fourth, a general reduction of processing procedures in all areas 
and closer supervision from Department of the Army level. 

It is interesting to note that at the present time the ratio of per- 
sonnel in the TT & P area to the total Army is now down to 19.1 
percent. 

HEADQUARTERS PERSONNEL 


Senator Ferauson. What is being done to reduce the number of 
personnel assigned to headquarters type units? 

General Powe.u. The problem of maintaining headquarters at an 
absolute minimum staffing yet at the same time providing sufficient 
qualified personnel_to insure proper control has long been a matter of 
deep concern to the Army. The Department of Army position has 
always been to maintain maximum control and assistance to field 
units at the least expense, personnelwise, possible. Headquarters 
units are subject to the same type of departmental personnel controls 
that other units are subject to. These controls consist of the require- 
ment for the headquarters to justify its personnel needs in accordance 
with the mission assigned to it, a close examination of its staffing as 
its missions change, or are modified, and an on-the-site annual survey. 
In addition to these controls a study has recently been initiated to 
determine if even greater personnel economies could be realized by 
standardizing the organization of headquarters and by consolidating 
headquarters activities. 

Senator Frreuson. I keep getting reports of military and civilian 
duplication of jobs. We disc ussed this during the hearings last year. 
What has the Army done about this? 

General Powrit. The Army policy in the matter of dual staffing 
has always been that not more than one person will be assigned to 
any duty except in those cases where there is sufficient work to justify 
two or more, or that the importance or nature of the duties are such 
as to require the attention of two or more persons. The present 
system of personnel controls, which the Army uses to control man- 
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power give us an effective check on this matter. Our survey officers, 
both here at Department of the Army and those at continental Army 
headquarters are under strict. instructions to examine each element 
of any organization surveyed for instances of this type of malutiliza- 
tion of manpower. Where there is any doubt about whether the 
position has been staffed on a dual basis the question must be com- 
pletely resolved before authorization is granted to continue the 
employment of the additional person or persons assigned. 


OFFICE OF THE QUARTERMASTER GENERAL 


STATEMENT OF BRIG. GEN. A. D. DENNISTON, DEPUTY FOR 
OPERATIONS 


SUBSISTENCE 


General Powr.u. Mr. Chairman, General Denniston, of the Office 
of the Quartermaster General, is here now and is prepared to discuss 
the reclama on rations. 

Senator Ferauson. Yes, sir. 

General Denniston. Mr. Chairman, we originally allowed $11,- 
342,986 for various losses such as overseas storage losses, in-transit 
losses, discrepancies in commissaries for a total of 5.40 percent of the 
total subsistence budget required for oversea feeding. Loss factors 
for CONUS total 0.70 percent. In dollars this amounts to $1,452,808 
in the continental United States, and $9,890,178 overseas. 

These loss factors are based on the best experience we have. 

Projected against this budget it is the amount of money we would 
require for our consumption money to buy rations from the stock 
fund sufficient to feed the Army for approximately 4 days. We are 
not necessarily satisfied that we have the best system. We are trying 
to improve. We are trying to cut down our losses. During the past 
several months, we have been working with 5 of the large retail 
grocery chains, Atlantic and Pacific, First National, Kroger, Safeway, 
and 1 or 2 others, to find out as near as possible their comparable losses. 
We cannot do that exactly because they do not maintain the stocks 
we do, they do not ship overseas. 

Senator Fercuson. What do you mean they do not maintain the 
stocks in this country? 

General Denniston. They turn their stocks over faster. It is a 
shorter time in storage from the purchase to the shelves and out to 
the customer. I do not have the figures on the difference in their 
inventory turnover from ours, but it is greater. It is an undoubtedly 
faster operation. 

We figure, as best we can project it, that that is the amount which 
will be required. If it is not required, it will remain as an unobligated 
portion of the appropriation in the Treasury, because we will still pay 
for the ration for each man for each day as required. 

Senator Ferauson. Can you tell this committee now that you 
think you are on top of this thing, and you are going to do your very 
best to reduce losses. 

General Denniston. Yes, sir. 

Senator Ferauson. But you feel that you ought to have this money 
in the appropriation and if we put it in the appropriation, that just 
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because it is there, it will not be spent, because you are going to see 
from the top that care is taken on this item. 

General Denniston. That is correct, sir. Some of this, of course, 
is spoilage. We are emphasizing our surveillance inspection. 


LOCAL PURCHASING 


Senator Ferauson. Have you ever considered more local purchases 
so that you would not need this warehousing? Warehousing is becom- 
ing a scarce article in America because of surpluses, and our increase 
in business and so forth. 

Mr. Roperickx. Mr. Chairman, may I add to that that at the 
secretarial level, and our office level, that is one of the big problems 
that we are trying to include in this financial program that I men- 
tioned. That is, more buying off the shelf. Also additions to the 
stock fund because we know that they are going to work. 

General Denniston. Of course, the majority of our bulk buying 
and storage is confined to the nonperishable items in which we buy, 
say, the annual pack, which we can only buy like canned tomatoes. 
I think you are familiar with that. 

Senator Frreuson. Yes. Can you not do some storing on the 
seller’s place on the annual pack purchase? 

General Denniston. We have done that on the so-called setaside 
program where we have had the packer store for us. We found that 
in many cases the packer did not have his own storage. 

Senator Frerauson. I appreciate that. 

General Denniston. We lost quite a bit because of poor storage 
conditions. The packer would go out and rent an unused school- 
house—we actually had that—and other storage which we did not 
control, and it has not been, generally speaking, successful. 


EFFECT OF HOUSE ACTION 


Senator Ferauson. What will be the effect of the House cut if it 
is not restored and if the ratio of loss is not reduced? 

General Denniston. The $5 million cut recommended by the 
House represents the money required to feed approximately 4,500,000 
rations. Provided all assumptions under which the budget estimate 
was prepared remain the same, funds will be lacking to feed the entire 
Army for approximately 4 days. 

Senator Frerauson. Will you furnish for the record a comprehensive 
statement relative to your losses of subsistence during the past 3 fiscal 
years, the causes of these losses, and what is being done to reduce such 
losses ? 

General Denniston. Yes, sir. 

(The information requested follows:) 

The loss factors of 5.4 percent to cover oversea losses which represent $9,890,178 
of the total $11,342,986 requested in the fiscal year 1955 budget, which was 
reduced by 44 percent by the House cut, are based primarily upon a 6-month 
survey of such losses in oversea commands conducted during the months of April 
through September 1949. Due to the abnormal conditions in certain major 
oversea commands during the Korean operations no detailed loss figures have 
been obtained for subsequent years and therefore cannot be supplied for the past 3 
fiscal years. 

Machine tabulations of the 1949 survey indicate that of 265 million pounds of 
subsistence issued, 18 million pounds or 6.9 percent were classed as losses, over 
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issues, reports of survey, etc. Of these amounts, excess issues and ‘other uni- 
dentifiable”’ losses (1.7 percent) have been omitted for budget purposes for fiscal 
year 1955. 

With respect to the CONUS loss factor of 0.70 percent consisting of 0.20 percent 
to cover discrepancies in commissaries and 0.50 percent to cover intransit losses, 
these factors are considered to be the minimum which is practicable to use for 
estimation purposes. 

In dealing with the factors and losses pertaining to supplies shipped overseas 
which represent the major portion of the funds required to cover such losses, 
consideration muse be given to the fact that the appropriation must cover losses 
accrued from the time supplies are sold by the stock fund at United States depots 
until they reach the ultimate consumer, the soldier located in the many parts 
of the world today. It involves losses sustained in rail movements from depots 
to United States ports, loading and shipment in both military and commercial! 
vessels from United States ports, unloading at various oversea ports where supplies 
are handled to a major degree by indigenous personnel, movement over foreign 
railroads and trucklines in many countries of the worid, storage in oversea depots 
where again supplies are handled largely by indigenous personnel, and final move- 
ment over foreign railroads and trucklines to using installations As in Korea 
today, many of these using installations are located in areas where storage condi- 
tions and transportation facilities are not as ideal as could be desired. 

Corrective action to reduce such losses has been a continuing one which is 
constantly emphasized by commanders at all echelons concerned. Such actions 
have been as follows: 

(a) A tightening of command discipline to reduce losses. 

(b) Development of better oversea depot storage facilities to provide greater 
security of stocks and better storage conditions. 

(c) Improved inventory control procedures in oversea depots to insure adequate 
rotation of necessarily large oversea emergency reserve stocks. Where practicable 
machine accounting has been established. 

(d) Careful selection and screening of indigenous personnel employed in oversea 
supply operations. 

(e) Utilization of limited personnel spaces to provide key supervision to provide 
maximum control of indigenous personnel. 

(f) Improved conditions in oversea rail and truckline operations. 

To provide more current data as to existing losses, now that worldwide opera- 
tions are more stabilized, the following actions have been taken: 

(a) In the continental United States letters have been addressed to the five 
major retail grocery chains to request their advice as to procedures used by them 
to hold intransit storage and losses to a minimum and data as to the percentage 
of such losses. As a result we have been invited and visits have been made to 
major storage points of two of such chains to review their operations to date. 

(6) A detailed report is being required on a monthly basis from all Army 
Oversea commands to show all losses sustained in subsistence supply activitics. 

Any changes in existing loss factors as may be indicated as a result of the above 
will be reflected in the fiscal year 1956 budget estimate. 


INCREASE IN ABSENTEEISM 


Senator Ferauson. In estimating your subsistence requirements, 
you show absenteeism as increasing. How do you account for that 
and what did you consider in establishing your estimate for absentee- 
ism? 

General Denniston. The 15 percent deduction in fiscal year 1955 
for absenteeism in CONUS resulted from a 3-month survey of repre- 
sentative Army installations. Each Army command conducted 
surveys in its area. Morning report strengths and mess hall head 
counts were the primary elements computed. Appropriate considera- 
tion was given to men authorized a cash allowance in lieu of meals 
and to meals sold to authorized personnel. The 12 percent deduction 
for absenteeism in 1954 was not based upon comprehensive surveys. 
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SUPPORT OF ROK FORCES 


Senator Ferguson. How much do you have in this appropriation 
for the support of the ROK forces? 

General Denniston. We have $42.8 million in our budget for 
support of ROK forces. Approximately $22.9 million is for sub- 
sistence and about $11.8 million of this amount is for the support of 
Koreans integrated with the United States Army. The ROK Army 
is supplied a partial ration to augment their own. The cost of the 
partial ration is approximately 4 cents per man per day. In the 
clothing program we have provided about $19.9 million. Of this 
amount some $17.1 million is for the ROK Army on a replacement 
basis, 

Senator Frrauson. Why is there such a large requirement for 
operational rations now that hostilities have ceased in Korea? 

General Denniston. It is necessary to use the rations which we 
now have in stock prior to expiration of their storage life. Although 
we plan to reduce stocks of operational rations during the fiscal year 
1955, we have to reimburse the Army stock fund from this appropria- 
tion for the rations which are furnished from the stock fund inventory. 

Senator Fercuson. What is the reason for the field ration being 
used by troops in the United States instead of the garrison ration? 

General Denniston. In a period of national emergency we are 
required by Executive order to use the field ration which is sub- 
stantially the same as the garrison ration. The primary difference 
is in the system used in the procurement of subsistence. Central 
procurement is utilized under the field-ration system in contrast to 
procurement by the local commander under the garrison-ration 
system. 

TRAVEL 


Senator Feracuson. What have you done to reduce your travel 
costs? 

General Powe. We have a General Staff Committee which was 
established for the purpose of reviewing all aspects of travel. The 
reviews and suggestions of this committee have resulted in the im- 
plementation of closer controls over travel costs in several areas. 
For example, inductees returning from overseas are separated if they 
have less than 3 months’ service remaining upon arrival in the States. 
This precludes their reassignment for relatively short periods of time 
with consequent savings in travel funds. In like manner, assignment 
overseas is now restricted to personnel with 9 months or more of 
remaining service instead of 6 months. In another area, trainees are 
granted leave after 8 weeks of basic training so that upon completion 
of training those going overseas will proceed to ports in a group 
travel status which is more economical than individual travel. We 
have also relocated our facilities so that reception stations and training 
activities are, with one exception, at the same installation. We are 
constantly looking for ways and means of effecting economies in our 
travel requirements. 
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STATEMENT OF LT. COL. E. R. MELTON, OFFICE OF THE CHIEF OF 
FINANCE 


TRAVEL ALLOWANCE 


Senator Ferauson. A recent study by the GAO on PCS travel al- 
lowances, indicates possible savings through the use of highway mile- 
age instead of rail mileage for reimbursement purposes. What is the 
situation in the Army in this regard? 

Lieutenant Colonel Metron. Upon permanent change of station 
within the United States, members of the uniformed services who are 
not furnished transportation and subsistence in kind or transportation 
and per diem allowance are paid a mileage allowance in lieu of trans- 
portation and subsistence at the rate of 6 cents per mile based on 
official distances established or to be established by the Chief of 
Finance under direction of the Secretary of the Army. It appears 
from the records of the Office Chief of Finance that rail distances have 
been used for many vears as the basis for establishing the distance for 
which mileage was payable. During the period 1933 to 1947 person- 
nel who actually traveled by privately owned automobile were paid 
on the basis of highway distances if the highway distance was less 
than the rail or official distance. This required a comparison of 
distances for every travel voucher as well as a verification of modes of 
travel in many cases. This double computation imposed a consider- 
able administrative burden upon field disbursing officers and was dis- 
continued with the passage of the act of March 26, 1947, which 
authorized the Chief of Finance to establish official distances for the 
payment of mileage. 

GROUP TRAVEL ORDERS 


The joint travel regulations prescribe that group travel orders 
may be issued when three or more members are traveling from the 
same point of origin to the same destination at the same time. When 
traveling under group travel orders members are furnished transpor- 
tation and subsistence in kind and do not receive any allowance 
whatsoever. It is often impracticable to direct group travel as in 
the case of members granted leave of absence en route, members de- 
siring to travel with their family or for personnel owning automobiles. 
Where the administrative authority determines that it is impracticable 
to direct group travel members are authorized to receive the mileage 
allowance of 6 cents per mile. 

The Career Compensation Act of 1949 provides for the payment of 
not to exceed 10 cents per mile for travel within the United States and 
further provides that the established rate shall be based upon costs 
of first class transportation and subsistence. The Per Diem, Travel 
and Transportation Allowance Committee determined that 6 cents 
per mile was an equitable rate using the official or rail distance as the 
basis. By using a lesser distance, as proposed through the use of 
the Rand MeNally Standard Highway Guide or a similar publication, 
the traveler apparently would not receive equitable reimbursement 
for expenses in the amount contemplated by law. It therefore fol- 
lows that if a different basis is used in arriving at the official distance 
the allowance per mile would have to be reevaluated and probably 
raised. 
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In an effort to reduce administrative costs the Chief of Finance has 
prepared a study on the subject of establishing official distances. 
This study has not been finalized, however, it appears likely the final 
recommendations will be to rescind the Official Table of Distances 
and prescribe the use of the most suitable available Standard Highway 


Guide. 
MILITARY PERSONNEL 


Mr. Fereuson. Please submit a table for the record showing the 
number of military personnel assigned to the following activities 
during fiscal year 1953, fiscal year 1954, and estimated for fiscal year 
1955: Bands, food service, motor vehicles, headquarters staff, and 
military police. 

General Powe... Yes, sir. 

(The information referred to follows:) 


; | 
Motor vehicles Head- 





Year | Bands Food - oes | quarters Military 
| | service staff 2 police 
| Full time | Part time " : 
Fiscal year 1953 6, 100 | 63, 848 | 1, 284 | 904 19, 954 36, 000 
Fiseal year 1954 3 4,210 468, 114 | 41,081 | 4795 418, 226 4 40, 366 
Fiscal year 1955 (stim sted) .. 3, 670 | 61, 800 | 1, 030 740 17, 400 | 30, 500 


! Drivers of nontactical vehicles only. 

2? Command and management budget program. 
3 As of Mar. 31, 1954. 

4 As of Dec. 31, 1953. 


RELEASE OF MILITARY PERSONNEL 


Senator Ferguson. Has the Army a plan in operation for early 
release of military personnel engaged in nontechnical skills who do 
not plan to reenlist? 

General Powre.i. The Army has no plan under consideration at 
the present time that would release the nontechnically skilled per- 
sonnel prior to the termination of their contracted term of service. 
The Army endeavors to use all categories of personnel irrespective of 
their technical degree of perfection for their entire period of military 
service. This is essential because of the large number of jobs that 
must be performed in the Army that are nontechnical in nature. 
Further, the human mind is so flexible that it is almost impossible 
to determine to any degree of accuracy whether a man will reenlist 
prior to the expiration of his term of service. 


MANPOWER CONTROL 


Senator Ferguson. What measures has the Army taken during 
the past year to increase the effectiveness of manpower control? 

General Powe... A new reporting system has been instituted which 
provides the Department of the Army manpower people with detailed 
information concerning the utilization of both military and civilian 
personnel engaged in the operation of continental United States and 
oversea commands, and for reporting performance data in connection 
with these operations. The commands report actual and programed 
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reductions including those effected through the utilization of con- 
tractual arrangements, manpower surveys, reduction of missions and 
other actions resulting in improved manpower utilization and re- 
duced personnel requirements. This procedure enables the Depart- 
ment of the Army and the reporting agencies to analyze regularly 
activities and workloads with a view to improving personnel utiliza- 
tion. Manpower analysts in the Department of the Army are able 
to summarize the overall progress of the agencies reporting, high- 
lighting outstanding deficiencies or excesses which require corrective 
action. Present and future probable deficiencies and forecasts of 
future trends are determined. This data is utilized as a basis for 
making decisions and taking action necessary to improve staffing and 
performance throughout the Army Establishment. 

Senator Frrauson. Gentlemen, I am sorry I have to recess now 
because I have to open the Senate session and preside. Will you 
return at 2 o’clock. 

(Thereupon at 11:55 a. m., a recess was taken until 2 p. m., the 
same day.) 

AFTER RECESS 


MAINTENANCE AND OprErrRATIONS, ARMY 


STATEMENT OF MAJ. GEN. ROBERT W. COLGLAZIER, JR., DEPUTY 
ASSISTANT CHIEF OF STAFF, G-4, FOR PLANS AND PROGRAMS 


Amounts available for obligation 


1953 actual 1954 estimate | 1955 estimate 
Appropriation or estimate - - -. $4, 950, 400, 000 | $4, 343, 000,000 $3, 316, 600, 000 
Transferred to 
“Operating expenses, Public Buildings Service, Gen- 
eral Services Administration,’’ pursuant to 40 
U. 8. C. 490 — 283, 213 
“Milits wry personnel, Army,’’ pursuant to 66 Stat. 79 
and 67 Stat. 17 — 328, 000, 000 
‘Relief and rehabilitation in Korea, Executive Office 
of the President,’”’ pursuant to Public Law 207 — 172, 000, 000 
Adjusted appropriation or estimate - -. 4, 622, 116,787 | 4,171, 000,000 | 3, 316, 600, 000 
Prior year balance available : 125, 000, 000 
Available in prior year-__- — 250, 000, 000 
Reimbursements from other accounts 117, 883, 254 261, 000, 000 314, 100, 000 
Total available for obligation. -- 4,615, 000,041 | 4, 432,000,000 | 3, 630, 700, 000 
Unobligated balance, estimated savings (available for 
administrative reappropriation in subsequent year) .| —236, 466, 108 —974, 400, 000 
Obligations incurred ‘ 4, 378, 533, 933 3, 457, 600, 000 | 3, 630, 700, 000 
Comparative transfer from— 
“Military personnel, Army”’ 
Direct st LAbatis niet ‘ a bike -| 21, 966, 000 ‘ 
Reimbursable. “ 26, 839 
“Army National Guard’’__. 1, 716, 037 
“Local currency operations, Japan’’ 0ER GE. BED Be ce wcewuces 
“Goods and services provided by the Federa] Republic 
of Germany and the Berlin Magistrat’’. 417, 532, 209 388, 943, 622 
Comparative transfer to | 
“Military personnel, Army”’__-- Ls —77, 840, 494 |_.... aid 
“Procurement and production, Army” os — 24. 056, 665 | —70, 348, 000 
“Research and development, Army” dete — 5, 825 | —3, 675, 251 
“Maintenance and operations, Air Force’’___- _ —1, 115, 000 
“Government and relief in oecupied areas”’ — — 157, 667 





Total obligations.................... 7 eneeee-| 4,802, 547, 131 3, 793, 213, 704 | 3, 630, 700, 000 
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Obligations by activities 















Description 1953 actual 1954 estimate | 1955 estimate 
Direct Obliaga « 

Co land an nanagement $220, 824, 602 $201, 028, 262 $209, 003, 000 
I m system 66, 445, 500 59, 605, 553 56, 454, 000 
I ir 204, 555, 387 259, 367, 261, 356, 000 
Suppl id minor equiy t 744, 789, 520 366, 552 375, 259, 000 
Procuren ! tior 164, O75, 204 166, 717, 913 140, 947, 000 
ippl ion and maintenance 1, 543, 370, 755 1, 075, 926, 372 | 1,016, 647. 000 
Army Reser ind R Officer Pra r Cory 33, S88, 133 36, 174, 606 38, 219, 000 
Joint pr ject 102, O89, 705 120, 741, 786 126, 777, 000 
Armyw ide rvic 1, 165, 259, 586 948, 046, 414 788, 953, 000 
Medical car 206, 031, 451 178, 469, 151 177, 909, 000 
Industrial mobilizatior 21, 992, 684 18, 562, 000 31, 826, 000 
Other operatimal activit ik 89, 393, 906 70, 310, 977 63, 932, 000 
Inac ix llat trial 944, 000 2, 466, 000 7, 540, 000 
Sup] t for manufacturir facilitic 13, 586, 924 12, 471, 990 6, 000, 000 
Support for research and devel ypment 16, 489, 672 15, 772, 405 15, 778, 000 
otal direct ot tions 1, 684, 637, 038 3, 532, 213, 704 3, 316, 600, 000 

Obligations Payable Out of Reimbursements From Othe 

lev ' 

nd and management 3, 686, 740 3, 770, 000 4, 100, 000 
ion syster 266, 602 250, 000 250, 000 
lraining 6, 010, 553 6, 400, 000 5, 925, 000 
Sup ind minor equipment 6, 541, 153 63, 200, 000 62, 200, 000 
Procurement opera 307, 284 435, 000 300, 000 
Supply distribution ul maintenane 82, 432, 535 128, 200, 000 189, 100, 000 
rmy Reserve and Reserve Offic raining Corps 161, 802 175, 000 215, 000 
Joint pre jects 508, 848 | 1, 535, 000 400, 000 
Armywide service 25, 885, 122 16, 100, 000 16, 060, 000 
Medical care 39, 842, 860 38,610,000 | 32! 990; 000 
Industrial mobilization 170, 350 170, 000 170, 000 
Other Operational activit ik 1, 233, 885 1, 200, 000 1, 450, 000 
Support for manufacturing facilities 431, 986 505, 000 480, 000 
Support for research and deve lopment 30, 373 450, 000 4160, 000 


Total obligations payable out of reimbursem« nts 


from other accou 


117, 910, 093 261, 000, 000 314, 100, 000 


otal obligations 4, 802, 547, 131 3, 793, 213, 704 3, 630, 700, 000 


GENERAL STATEM ENT 


General Conq@uazier. Mr. Chairman, I have a statement which 
[ can place in the record or | can read it. 

Senator Ferevson, Yes, You may proceed, 

General CoLagiazier. Mr. ¢ ‘hairman, gentlemen, the “Maintenance 
and Operations” appropriation contains the funds for the current 
operating costs of the Army. It provides for the support of the 
Army’s administrative base. of its evaluation system, of its training 
establishment and of its supply system, as well as for the procure- 
ment of operating supplies. It also pays for armywide and local 
Services, medical care, joint projects, and the operating costs of the 
industrial mobilization program. It excludes such costs as pay, 
allowances, food, and clothing, which are furnished to the soldier 
as an individual and which are contained in the military personnel 
appropriation. It also excludes major capital outlays, such as those 
for the acquisition and construction of real property, for the purchase 
of major items of equipment and ammunition, and for research and 
development. 

The Army’s adjusted estimate for this appropristion totaled about 
$3.2 billion. The detailed justification books and opening state- 
ments furnished in advance of these hearings relate to this amount 
and do not reflect the House action on the bill. 
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The House voted a net cut of $520.9 million in the Army “Main- 
tenance and Operations” estimate. } 

The net reduction is comprised of: 

(1) A total of $144.8 —s volunteered by the Army prior to or 
during the hearings; 

(2) $264.5 million in foreign credit equivalent, on the assumption 
that the Army will continue to receive DM support from the German 
Government during fiscal vear 1955; and 


(3) Additional cuts totaling $111.6 million voted by the House. 
RESTORATION REQUESTED 


The Army requests restoration of $53 million of the funds deleted 
by the House. This amount includes $47 million in program 2300 
(supplies and minor equipment); $3 million in program 3000 (army- 
wide services—administrative); and $3 million in program 3700 
(other operational activities). Justification for the requested restora- 
tion will be furnished by the program directors as you review the 
details of the estimate. 

I shall deal only with the logistics support costs contained in this 
appropriation; the other programs will be taken up in numerical order 
by the respective program directors. These logistic oe costs 
account for more than 80 percent of the total and appear in seven 
major programs: Supplies and minor equipment (2300), reste bar 
operations (2400), supply distribution and maintenance (2500), army- 
wide services—logisties (3100), medical care (3300), installation sup- 
port—logisties (3500), and industrial mobilization (3600). 

In this appropriation for fiscal year 1954, I submitted to this com- 
mittee an estimate of approximately $4.1 billion for the logistics 
programs. We now expect to obligate only $2.9 billion for the 
logistics programs during fiscal ‘vear 1954. Obligations will fall to 
approximately $2.6 billion in fiscal year 1955. 


ACTION TAKEN 


This sum includes the anticipated foreign credit equivalent and 
assumes that the funds I mentioned previously will be restored. 
These very large reductions below our earlier estimates are due to 
the end of combat in Korea, major changes in Army strength and 
deployment, and significant progress in our programs to improve 
supply management. 

Here are some facts and figures on some actions we have taken to 
improve our supply management over the past year. 


RESERVE OF COMBAT SUPPORT FUNDS 


Immediately after the end of combat in Korea, approximately 
$340 million of funds appropriated for the several logistics programs 
and intended for support of combat in Korea was reserved for return 
to the Treasury. 

CONTROL OF SECONDARY ITEMS 


{arly in fiscal year 1954, the Army prohibited new procurement of 
commercial-type items which would result in more than 3 months’ 
supply on hand or 6 months on order; exceptions require specific 
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approval of G4 in each case. G—4 approval is also required for each 
planned obligation of $1 million or more. We limited the quarterly 
rate of obligation for secondary items to 18 percent of the total funds 
available for the year. In December 19! op G4 also directed a review 
of all outstanding procurement contracts With a view to canceling or 
postponing deliveries wherever feasible in the light of planned reduc- 
tions in Army strength. The effect of these efforts to live off the 
pantry shelf is shown in following table for the very significant area 
of repair parts: 


Repair parts—Value of depot stocks on hand and on order 
Billion 
June 30, 1952-_-___- Boas .2 
June 30, 1953 _ ae Pires .3 
June 30, 1954 (planned) _- ee aes ee as ped : 9 
June 30, 1955 (planned) 


G—4 inspection teams, empowered to embargo further procurement, 
are visiting the technical service supply and stock control points to 
ascertain that procurement controls are adequate and directives are 
being obeyed. Sixteen inspections were made during the first half of 
fiscal year 1954 and 18 inspections are scheduled for the second half. 


IMPROVED BUYING OF COMMERCIAL-TYPE ITEMS 


Direct shipments of commercial-type items from manufacturers to 
ports of embarkation or consuming installations bypass depots and 
eliminate depot handling costs. The value of such shipments aggre- 
gated over $100 million in the first quarter of fiscal year 1954. This 
was 57 percent of the total value of commercial-type item shipments 
from manufacturers to the Army in the same period, as compared with 
50 percent in the last half of fiscal year 1953. 

We have also extended the use of open-end or call-type contracts 
for commercial-type items wherever feasible and economical. The 
following table summarizes progress to date: 


Open-end and call-type contracts 


Contracts in effect 
_.| Number of 
items 
Value covered 
(thousands) 


Number 


». 31, 1952 5 $62, 640 
31, 1953 802 92, 226 
30, 1953. , BIS 133, 275 

t. 30, 1953 , a 157, 032 
31, 1953 , 905 178, 378 





estimated. 


DISPOSAL OF EXCESS AND SURPLUS PROPERTY 


An Army estimate made last June forecast that a total of $2.1 
billion worth of personal property (at acquisition cost) in the Army 
supply system, worldwide, could be declared excess to the needs of the 
responsible technical services between July 1, 1953, and June 30, 1955. 
The program and progress to date are shown in the following table: 
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Declarations and disposals—Excess and surplus property 


{In millions] 


Excess declara- 


tions Disposals 


Fiscal year 1954 
Targets for fiscal year 1954 | ,2 $200 
Ist 7 months actual a | 467 (595) 
Targets for fiscal year 1955 ‘ ( 1, 000 


Since most of these excesses derive from obsolescence and have 
very limited usefulness for other than military purposes, sales proceeds 
represent only a small fraction of acquisition cost. The important 
thing is to clear useless property out of the Army supply system. 


FINANCIAL MANAGEMENT 


A financial property accounting system was installed on January 1, 
1954, in all technical service depots accountable for supplies and 
equipment. We plan to extend it to overseas commands and to 28 
selected class I installations accounting for approximately 85 percent 
of total post, camp, and station stocks in the United States by July 1, 
1954, 

On November 1, 1953, industrial funds were in operation at eight 
Army installations in the United States. The activation of 28 addi- 
tional industrial funds in United States installations prior to June 30, 
1954, is programed. The tentative schedule for fiscal year 1955 pro- 
vides for 33 additional industrial funds at other Army installations. 

The Quartermaster Division of the Army stock fund was set up on 
July 1, 1951, and included clothing and equipage in United States 
depots only. The Quartermaster Division was extended to subsist- 
ence on July 1, 1953, and to general supplies and petroleum, oil, and 
lubricants on January 1, 1954. A Medical-Dental Division was 
established in United States depots on July 1, 1953, and will be ex- 
tended to overseas depots and to worldwide posts, camps, and stations 
by July 1, 1954. The Army stock fund will be extended to all general 
supplies in the Transportation and Chemical Corps, and to general 
supplies other than spare parts in the Ordnance, Engineer, and Signal 
Corps in United States depots by July 1, 1954. 


CLOSING OF INSTALLATIONS 


In anticipation of reductions in Army strength and with a view to 
maintaining the desired 88 percent utilization rate for active enlisted 
housing spaces, the Army has closed 6 installations in the United 
States thus far in fiscal year 1954 and plans to close 5 more before the 
end of the year. We plan to close 4 additional installations in fiscal 
year 1955. Actual and planned closings include over 260,000 enlisted 
housing spaces, and 22,000 more spaces have been closed at active 
installations. As a result, about one-third of our total enlisted hous- 
ing capacity will be inactive at the end of fiscal year 1955 but will 
be retained in standby status to meet mobilization needs. A summary 
of actual and planned closing of installations is shown in the following 
table: 
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Closing of installations 


Net enlisted Floor space 
Number | men's hous- (thousand 
ing capacity square feet) 


Fiscal yi 
Actua tom tt ’ SY. 277 
Planned, 2d 6 montl 5 126, 509 
Fiscal year 1955, planned 45, 375 


> 


Total actual and pla: ! 5 261, 251 
i In addit 


MANPOWER UTILIZATION 


The number of military personnel employed in the 7 logistics pro- 
grams of this appropriation will be reduced to 85,000 in fiscal year 
1955, a cut of 15 percent below the average for fiscal year 1953. 
Civilian personnel paid from these funds will be reduced io 2 BS 000, 
a reduction of about 13 percent below the average for fiscal year 1953. 
The trend of employment for the 3-year period is shown in the table 
below. The figures show average actual employment and do not 
include employees paid from reimbursements or German nationals. 


Logistics programs, maintenance and ope rations, average employment 


Military Civilian 


99, 112 291, 434 
93, 156 259, 034 
84, 541 252, S64 


REDUCTIONS IN MAINTENANCE FUNDS 


I ought to advise you that certain of the reductions in cost may 
not, in the long run, represent true economy. Some reductions in 
installation support funds have been made by lowering the standard 
of maintenance to what, in our opinion, is a dangerously low level. 
The House committee directed that the funds for regular maintenance 
be cut an additional $20 million and that this amount be used to 
reduce the large and growing backlog of deferred maintenance projects. 
Only $5 million was made av: ailable for these projects in fiscal year 
1954 and no allowance was made for them in the initial estimate for 
fiscal] year 1955. 

\PPEAL FROM HOUSE ACTION 


Senator Ferauson. Is there anything you wish to say, General 
Colglazier, at this point with reference to House action on the ‘‘Main- 
tenance and operations, Army”’ appropriation? 

General CoLciazter. Yes, sir, Senator. There are three budget 
programs which the House took action on that the Army w ishes to 
reclama. 

Senator Ferauson. Do you have a prepared statement on this 
matter? 

General CoLGuazier. Yes, sir. 

Senator Fercuson. Will you insert it in the record at this point? 

General CoLeiazier. Thank you, I will, sir. 

(The information referred to follows:) 
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MAINTENANCE AND OPERATIONS, ARMY 
(P. 8, line 21) 0 
1954 appropriation , 343, 000, 000 


1954 revised appropriation (+ or — transfers) - - 171, 000, 000 
1955 estimate 3, 316, 600, 000 


a On 1 
House committee \ 792, 179, = 
House floor , 795, 722, 986 


(House hearings, p. 235) 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 
Page & line 21. strike out ‘$2,795,722,986" and insert in lieu thereof 
“9 48 704.986", an increase of $52,982,000 over the House approved amount 
and $467,895,014 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 
Program 2300. Supplies and minor equipment, $47 million 
The effect of this amendment is to provide the estimated required funds to 


support the Army in fiscal vear 1955 in the program of supplies and minor 
equipment, 


Program 8000. Armywide services (administrative), $2,950,000 


The proposed amendment to restore the $2,950,000 disallowed by the committee 
will provide the Department of the Army with sufficient funds to continue the 
special services, troop information and education, and recruiting activities at 
the programed level. 


Program 3700. Other operational activities, $3,032,000 


The effect of the proposed amendment will provide funds for the minimum 
Korean Service Corps personnel requirements considered necessary to accomplish 
the United States Army Forces, Far East rollup, redeployment, and reorganiza- 
tion mussions. 

HOUSE COMMITTEE REPORT 


“The amount recommended by the committee, $2,792,179,000 is a decrease of 
$524,421,000 from the estimate of $3,316,600,000 and is $1,550,821,000 less than 
the amount appropriated for 1954. The reduction recommended consists of three 
parts: (1) A total of $144,761,000 volunteered by the Army, (2) $264,467,000 in 
foreign credit equivalent, resulting from the provisions of section 727, and (3) 
$115,193,000 in committee actions. 

“Items financed through this appropriation include administration and rents at 
the seat of government; medical, dental, and other health care; information and 
educational services; recruiting expenses; transportation services; engineering 
planning; purchase of ambulances; hire of passenger motor vehicles; field exercises 
and maneuvers; and many other matters of routine maintenance and operating 
cost to the Army. 

‘The specific recommendations of the committee include a decrease of $142,000 
in the Army cost of printing done at the Government Printing Office resulting 
from a 5 percent reduction in the labor rates there, to which the Army agrees. 
The other major areas of committee action are as follows: 


ictivity Reduction 
Evaluation system $500, 000 
Training (including a 20 percent decrease in the estimate of $500,000 
for training at civilian institutions) 3, 500, 000 
Supplies and minor equipment (including an estimated additional 
$12,500,000 in stock fund credits available) 59, 500, 000 
Procurement operations 5, 000, 000 
Supply, distribution, and maintenance 16, 000, 000 
Joint projects (including $2,500,000 in the testing program of the 
Armed Forces Special Weapons project _- 2, 623, 000 
Armywide services: 
Administrative 950, 000 
Logistics ; 620, 000 
Medical care_ ; 538, 000 
Installation support: 
Administrative (security guards) ; 500, 000 
Logistics ; 174, 000 
Other operational activities we — 146, 000 
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“Of the amounts noted above, the committee wishes to direct especial attention 
to certain specific items, such as recruiting (Armywide services, administrative), 
where $200,000 of the reduction recommended is on the basis that the sponsorship 
of television programs be either eliminated or that the quality of the shows 
improve. The committee was not impressed by the programs currently being 
sponsored, feeling that they are not of sufficient merit to attract recruits. Further, 
the committee is definitely of the opinion that if the Army feels it necessary to 
compete with private industry in the entertainment business, it should do better 
than it has done. 

‘The decrease recommended in the ‘Medical care’ item reflects a reported 
modest reduction in the cost of medical supplies below the prices used in the com- 
putation of the budget estimates. 

“Under the heading ‘Installation support, administrative,’ the decrease is 
directed at the budgetary program for the hire of security guards at overseas 
locations. Testimony indicated that these guards were granted what appears 
to be more liberal leave allowances than employees of the United States classified 
civil service receive. In addition, although not reflected in the estimates for 
this activity, the numbers of military personnel assigned to the security-guard 
program appears to warrant investigation. 

‘The committee directs that the budgeted activities under the title ‘Installa- 
tion support (logistics)’ be reviewed and reduced by the sum of $20 million in 
addition to the decrease of $2,174,000 noted above, and that the $20 million be 
earmarked for, and used exclusively for, the deferred maintenance program. 
The committee, in reporting the appropriation bill for 1954, recommended $5 
million be applied to the deferred-maintenance program, yet the budget presented 
for 1955 contained no estimate for this very vital activity. The amount herein 
directed to be applied will accomplish approximately one-fifth of the pending 
backlog, and the backlog will continue to increase without this type of action. 

“The budgetary program entitled ‘Other Operational Activities’ included 
$21,146,000 for the hire of Koreans as mess personnel, construction labor, and 
service personnel of various kinds. It would appear that, with the cessation of 
combat, a great portion of the work which was done by these Koreans has been 
accom plist hed. If, as may well be the case, the e mploy' nent of such numbers of 
native citizens is necessary to assist in the support of the Korean economy, then 
the costs should be borne by some more appropriate relief and rehabilitation 
agency than the United States Army. The committee has allowed $9 million 
of the requested amount for such services as are still essential for the benefit of 
the United States Army forces only.” 


DEPARTMENT OF THE ARMY, MAINTENANCE AND OPERATIONS, ARMY, JUSTIFICATION 
OF PROPOSED AMENDMENT 


Program 2300. Supplies and minor equipment, $47,000,000 


Budget program 2300, supplies and minor equipment, provides with minor 
exceptions, those funds required to reimburse the Army stock fund for issues of 
organizational equipment to the Active Army and Reserve components and the 
daily operating supplies of such units. The program includes such important 
supplies and equipment as winter clothing and parachutes, as well as construction 
and fortification materials for maintenance of road nets, railways, and battle 
lines in Korea. 

The original estimate was very austere and based on reduced Army strength 
and mission as directed by higher authority. 

Funds requested under program 2300 will be used when an essential and 
authorized issue of equipment or supplies is made from the stock fund to maintain 
the Army in an operational status. If the $47 million reduction is not reinstated, 
and the predicted requirements materialize, issue of supplies and equipment can- 
not be made to support Army operations. 

It is requested that the $47 million reduction be reinstated to insure the uninter- 
rupted conduct of Army operations. 


Program 3000. Armywide services (administrative), $2,950,000 
Subproject 8021. Troop information and education activities, $1,250,000. 


Information and education is divided into three main functional areas paid from 
appropriated funds: 


Overseas radio a4 a : sd . $1, 106, 090 


Education oe ee! 
Other information activities to ine clude news service ‘and informational 


materials in i oe 1, 049, 379 
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Nonacceptance of this proposal for restoration of funds will result in complete 
elimination of some functions or reduction of all to ineffectiveness. Reduction 
will cause many areas to be without the programs thus causing an injustice to 
personnel in certain areas. 

Should the oversea radio be eliminated, troops will be dependent upon foreign 
broadcast, programs including the English language programs from radio Moscow 
and the other Iron Curtain radio.. This elimination results in abandonment of 
our soldier audience to the Communist propagandists. 

Should other information services be reduced the soldier will be inadequately 
informed of news and of events, directives, and policies that affect him as an 
individual. This function is necessary in order to maintain esprit, understanding 
of mission, and efficient service. 

Should education be reduced then the Army may have to curtail raising educa- 
tionally deficient men to a trainable level, eliminate tuition aid to students attend- 
ing civilian schools on an off-duty basis, reduce or eliminate educational advise- 
ment and group study classes that give men an opportunity to use their off-duty 
time profitably, and reduce the efficiency of the three overseas USAFI’s operated 
for all services. Thus the soldier’s period of service would become an almost 
educational void. 

Many industrial firms in their employer-employee relations functions furnish 
educational opportunities. The Army has done this for a number of years. If 
these are reduced, this will be considered by the enlisted man as another removal 
of so-called fringe benefits and will make service of men less profitable and less 
attractive. 


Subproject 3022. Special services, $1,500,000 


The estimate for fiscal year 1955 of $8,330,600 contains $4,939,600 for the pay 
offpersonnel to provide administrative and operational supervision in the program. 
$3,076,800 is included for replacement recreational supplies and equipment, 
including sports equipment, necessary to conduct the program. The balance of 
$314,200 is for travel and transportation in connection with the Armed Forces 
professional entertainment program, command supervision, and permanent 
change of station travel. 

The elimination or reduction of any of the above amounts would impair the 
operation of this program in providing well-balanced off-duty recreational activi- 
ties, either by reducing certain activities or by not providing the necessary supplies 
and equipment to conduct the program. 

The importance of the individual soldier and his welfare through the profitable 
use of his free time cannot be stressed too strongly. In order to provide military 
personnel with an opportunity to develop and maintain a high state of mental 
and physical well-being and to provide commanders with the tools necessary to 
enhance group morale, appropriate funds as contained in the fiscal year 1955 
budget estimate of the Special Services program are necessary. 


Subproject 3032. Recruiting, $200,000 


The separation of Army-Air Force recruiting, which eliminates mutual recruit- 
ing support, will necessitate allocating a share of the moneys appropriated for 
recruiting to the Air Force. This separation and the consequent reduction in 
funds available to support Army recruiting may lessen the effectiveness of Army 
recruiting. The recruiting program can ill afford to take further reductions in 
appropriations. 

A $200,000 reduction in the modest budget of $750,000 for recruiting advertising 
will deny minimum announcement of the advantages of enlistment to parents 
and their sons. 

Funds have been utilized for television programs to secure the greatest return 
per dollar expended. Of the 2 television programs used, Talent Patrol, the prin- 
cipal program, has coverage of 119 stations and 25,612,000 homes as compared 
to highest commercial program with a coverage of 138 stations and approximately 
28,845,000 homes. The other show, Stars on Parade, over 46 stations and reaching 
559,000 homes, has been disappointing and will be discontinued. This show has 
cost the Army $25,000 a year. 

The necessity for selling the future soldier and his family through the most 
profitable sales media now used cannot be denied. In both of the above-men- 
tioned programs, only part of the production costs were paid by the Army with 
direction donated by the networks. With the free broadcast time donated by the 
many stations, television provides a fruitful and relatively inexpensive instrument 
for netionwide recruiting. 
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It is requested that the $200,000 be restored to recruiting advertising with the 
understanding that: 

(a) The TV program Stars on Parade will be discontinued at the close of the 
present 13-week contract (ending date, June 30) 

b) The format and production of Talent Patrol will be revised and improved. 


The President’s budget included $21,146,000 under program 3700 to provide 
for 45,000 man-years. Subsequent to the presentation of the President’s budget, 
a cable request to the Far East for up-to-date requirements disclosed in their 
reply that a reduction of 20,000 man-years in the Korean Service Corps and 
2,542 man-years in Korean Mess Personnel could be effected. This was tanta- 
mount to a reduction in personnel requirements of $9,114,000. The House 
recommendation amounts to a reduction of $12, 146,000 or 27,100 man-years in 
the Korean Service Corps In order to provide the Commanding General, Far 
ast, with the required number of man-years, restoration of $3,032,000 is 
necessary 


Program 3700. Other operational activities, $3,032,000 


SUPPLIES AND MINOR EQUIPMENT 


STATEMENT OF BRIG. GEN. LOUIS E. COTULLA, OFFICE OF 
ASSISTANT CHIEF OF STAFF, G-4 


GENERAL STATEMENT 


General Coteiazier. | would like to emphasize one particular 
point, and that has to do with our request for a restoration of a 
portion of the cut made by the House. We are asking for a restora- 
tion of about $53 million. It lies in three programs of the ‘“Mainte- 
nance and operations, Army” appropriation. If you have the time, 
sir, | would like to have the first item of $47 million in project 2300, 
“Supplies and minor equipment,”’ presented. General Cotulla is our 
witness. 

Senator Ferauson. Very well. 

General Corutita. Mr. Chairman, the House subcommittee in re- 
viewing this program imposed this reduction of $47 million without 
specifying any particular area to which they applied the cut. This 
program embraces five technical services, and covers in general the 
supplies necessary for construction, fortification, materials, for the 
maintenance of road nets, railways, and the battle lines in Korea, as 
well as certain items such as winter clothing and parachutes. All of 
these items are, within very minor exceptions, covered by stock-fund 
operations. 

The net effect of denying the $47 million will be, in the event our 
estimates of expected issues prove valid, to deny the funds with which 
to reimburse stock funds; or in turn to deny issues to the using activi- 
ties necessary to carry out the Army’s mission. 

Senator Ferauson. How much is in that stock fund? 

General Coru.ua. I do not believe I have the figure here as to the 
total value of the Army stock fund. 

Senator Fereuson. Will you get it and place it in the record at this 
place? 

General Coru.ua. Yes, sir. 

(The information referred to follows:) 
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Effective July 1, 1954, each technical service will be operating stock funds. For 
the technical services other than Quartermaster Corps, it will be the initial opera- 
tion. Therefore, historical data on items included therein are not available 

All items in this program, with minor exceptions, will be incluted. Some local 
purchase will be excluded from the stock fund. It is estimated, however, that 93 
percent of the total dollar value of this program will be included in the stock fund 
The latest report on that part of the Army stock fund covering quartermaster 
clothing and equipage, general supplies, and petroleum products, as of February 
28, 1954, shows cash on hand $235,136,000, inventories on hand $2,132,646,000 
for a total value of $2,367,782,000. 


PLACING OF QUARTERMASTER GENERAL SUPPLIES UNDER STOCK FUND 


Senator Ferguson. What effect does the placing of quartermaster 
general supplies and POL under the stock fund have on this budget 
activity? 

General Coru.tza. Placing of quartermaster general supplies under 
the stock fund effective January 1, 1954, is reflected in the increased 
requirement for funds in fiscal year 1955 because it is based gn con- 
sumption requirements rather than replacement requirements as was 
the case in previous fiseal years. In short, dollars are required for 
every item to be issued prior to its being issued. 

Placing POL under the stock fund has very little if any effect on 
this budget activity since POL was previously handled on a consump- 
tion basis. 

Senator Fercuson. What controls are reflected in this budget over 
expenditures for supplies and minor equipment? 

General CoruL.ta. There are two sets of controls applied to ex- 
penditures in this program. First, there is the control from the con- 
sumption end. Approximately 93 percent of the dollars involved in 
this program will be under a stock fund. Expenditures for procure- 
ment from this budget program will be made only to reimburse the 
stock fund for issues. Issues will be controlled by editing and check- 
ing each request at each echelon to establish the validity of the 
requisition. Only authorized and bona fide issues will be made. 

The second set of controls are applied at the procurement end. 
Generally, the Chiefs of Technical Services will be required to operate 
their stock funds in such a manner as to have on hand only 3 months 
operating stocks and minimum essential quantities on order exclusive 
of any quantities that may be on hand or on order for mobilization 
reserve purposes. This will be enforced by inspection. Secondly, 
prior to procurement of any item or homogeneous category of items 
in excess of $1 million, the Chief of Technical Service must obtain 
G4 approval. G4 evaluates the request in terms of stocks on hand, 
issue experience, and Army missions, before approving procurement. 

General Coru.ua. That is all I had on this particular matter. 

Senator Fercuson. Is there anything further? 

General Coueiazier. The other area we should discuss is $3 
million in program 3,000, Army-wide services, General Westmoreland 
will present this. 


44991—54——_28 
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Army-Wips Services, ADMINISTRATIVE 


STATEMENTS OF HON. GEORGE H. RODERICK, ASSISTANT {3ECRE- 
TARY OF THE ARMY (FINANCIAL MANAGEMENT); MAJ. GEN. 
GEORGE HONNEN, CHIEF, BUDGET DIVISION, OFFICE, COMP- 
TROLLER OF THE ARMY; BRIG. GEN. W. C. WESTMORELAND, 
OFFICE, ASSISTANT CHIEF OF STAFF, G-1; BRIG. GEN. HERBERT 
B. POWELL, DEPUTY ASSISTANT CHIEF OF STAFF, G-1; AND 
COL, VAN H. BOND, OFFICE, ASSISTANT CHIEF OF STAFF, G-—1 


GENERAL STATEMENT 


General WestTrMoreLAND. Senator Ferguson, in the program 
‘“‘Army-wide services, administrative,’”’ we received a cut of $2,950,000. 
This particular program consists of many subprojects. There are 
two major subprojects, in this particular program. One is troop 
information and education and the other is special services. In 
subproject troop information and education, we find that we will 
have to take a cut of $1,250,000. This includes such activities as 
overseas radio, off-duty education programs and other educational 
and informational activities. 


TROOP INFORMATION AND EDUCATION 


Senator Fercuson. What do you mean by education? 

General Westmore.aANnp. That is the “off duty’? education pro- 
gram and “on duty’”’ information program that is provided for our 
troops worldwide. 

TUITION POLICY 


Senator Fareuson. What is the tuition policy for officers and 
enlisted men? 

Colonel Bonn. The Appropriation Act for fiscal year 1954 authorized 
tuition aid for enlisted personnel and for warrant officers and officers 
up to and the grade of first lieutenant, enrolled in off-duty courses at 
civilian institutions. Budgetary limitations necessitated a policy of 
providing 75 percent tuition aid for enlisted personnel up to a maxi- 
mum of $7.50 per semester hour, and 50 percent tuition aid for warrant 
officers and officers up to and including the grade of first lieutenant. 

Senator Ferauson. How is the newspaper Stars and Stripes sup- 
ported? 

General WestMORELAND. The newspaper Stars and Stripes is 
supported by nonappropriated funds, except salaries of military 
personnel and normal support provided for nonappropriated fund 
activities. 

OVERSEAS RADIO PROGRAMS 


Senator Frercuson. Is it not said on the radio at times that this 
program is rebroadcast and sent to our Armed Forces overseas? 

General WrestTMoRELAND. That is correct, sir. Some programs 
are rebroadcast through the Armed Forces radio network, which covers 
overseas areas. This budget program provides for the radio stations 
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and the broadcasting facilities to rebroadcast those particular pro- 
grams that you refer to. 

Senator Frreuson. Is that what this money is for? 

General WresTMoRELAND. Yes, sir. Part of this particular sub- 
project pays for that activity. 

Senator Fercuson. It is not sent immediately by shortwave 
overseas? 

General WestTMoRELAND. Of course, sir, some of it could be received 
by shortwave, but that is rather unsatisfactory.. You have to have 
the proper type of radio set, and the reception is not always satis- 
factory. 

Senator Frrauson. Where would you play this program overseas, 
for instance in Germany? 

General WrestTMORELAND. Yes, sir. In Germany there are several 
broadcasting stations. 

Senator Ferauson. Do we not have the Voice of America that is 
runniag 24 hours a day? 

General WrestmMorELAND. The Voice of America is beamed at the 
native population, particularly behind the Iron Curtain. 

Senator Ferauson. Why could they not put one of these programs 
on? Why would it not be good for the people? What is good for the 
soldiers, why would it not be good for the general public? 

General WestMoRELAND. They can tune it in and pick it up, sir, 
but the Voice of America is beamed at the local population, not at our 
American servicemen. 

Senator Ferauson. Yes, but I want to know why we should have 
a duplication here? Why we should pay for this program and also 
have the 24 hours’ service on the Voice. 

General WestMorELAND. Our Armed Forces radio network broad- 
casts in English, but the Voice of America broadcasts in the language 
of the foreign countries. 

Senator Fereuson. Not always. 

General WESTMORELAND. The radio stations that sponsor the Voice 
of America broadcast in the language appropriate to the audience that 
they are appealing to. In other words, sir, the Voice of America 
broadcasts almost exclusively in foreign tongues. 

Senator Feraeuson. I have been on the Voice of America many 
times. I have never spoken any foreign tongue. They may have 
throught it was foreign when they heard it over there. 

General WESTMORELAND. Sir, it is translated into the various 
languages. The audience of the Voice of America is a foreign audience, 
Mr. Chairman. 

Senator Ferauson. You mean that you go over to Germany or 
Japan and you hire a radio station for a half hour to put this program 
on? 

General WestmMorRELAND. No, sir, we have our own radio stations 
which we support from this particular fund. 

Senator Fercuson. Is there anything in here for building radio 
stations? 

General WestmoreELAND. The radio stations are already estab- 
lished. They are now operational. 

Senator Young. It is too late. 
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RADIO STATION OPERATION 


Senator Fercuson. Is this to operate those radio stations? 

General WrestTMoreLAND. It is to support the operations of those 
radio stations, sir. 

Senator Fercuson. How much does it cost to operate these radio 
stations? Give us a breakdown of the cost. 

General WestmMoreLaANd. We have $1,106,090, in this particular 
fund for overseas radio. 

Senator Ferauson. What would happen if we do not give you this? 
Will you close down those radio stations? 

General WestTMORELAND. Yes, sir. We would have to close them 
down. Our servicemen would then be subjected in many areas 
almost exclusively to propaganda broadcast by the foreign radio 
stations behind the Iron Curtain. 

Senator FerGuson. Do 1 understand now that the House has cut 
this down so you will have to close these stations? 

General WestMoreELAND. We will have to close a major portion 
of them, sir. We will have to reduce the program considerably. 

Senator Ferguson. What ones would you close if we did not give 
you this amount 

General WestmMoreLAND. We have not determined that, sir. 

Senator Fercuson. How many stations have we now operating? 

General WrstTMorELAND, There are 116 Armed Forces radio service 
outlets in operation Of these the Army has 76. These Army- 
operated stations, varying in power from 10 watts to 150,000 watts, 
give radio service to Army, Navy, Marines, and Air Force in Korea, 
Japan, Okinawa, Germany, Austria, Trieste, and the Caribbean area. 
The large number of stations is needed because of dispersion of Armed 
Forces installations, and, in Germany, because of lack of a clear 
channel frequency that would allow interference free coverage ot 
troops. The Army employed some of the foremost radio consultants 
to survey its networks in order to insure efficiency and economy of 
operation. There is no overlapping of service among stations operated 
by the various services 


FLEXIBILITY IN FUNDS MOVEMENT 


Senator Frereuson. If you had flexibility in this radio program 
in the way of transfer, could you get along without closing radio 
stations? 

General WrsTMORELAND. If we had flexibility? 

Senator Ferauson. If you had flexibility of moving the funds. 

General HonnreN. Radio rebroadcast expenses for overseas is an 
item under the ‘Troop information and education’’ subproject 
within the ‘‘Maintenance and Operations, Army”’’ appropriation. — I 
believe that legally we could use any funds available within the 
“Maintenance and Operations, Army’ appropriation to meet the re- 
quirements for the program. However, in view of the House action 
on this specific item we would be reluctant to do this without a clear 
legislative history as to propriety. 
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EFFECT OF HOUSE ACTION 


Senator Frerauson. Will you tell us whi at in your opinion will be 
closed down if you do not get this money’ 

General WresTMORELAND. Yes, sir. 

If the dollar cut is not restored all 76 Army stations must cease to 
operate. This will result in the majority of our American servicemen 
overseas being without radio programs. The cut in appropriations 
was $1,250,000; while it is estimated that the cost of operation of the 
Army radio stations is $1,106,000. In addition to these radio stations 
operated by the Army for the benefit of all services, the Army also 
operates, for all services, United States Armed Forces Institutes in 
Japan, Europe, and Panama. It is estimated that $1,643,000 of the 
Army’s troop information and education budget is expended in 
common services for all services. 

The cut cannot be absorbed in other information activities esti- 
mated at $1,049,379. If taken from the education budget then that 
activity will be reduced to inefficiency. A cut in funds requires a 
cut in functions. Ceasing radio broadcasting overseas will cause a 
morale problem and the loss of a powerful information medium and 
troops will be dependent upon foreign radio broadcasts alone. If 
the funds are not restored the Army will not be able to take care of 
common service responsibilities, radio and oversea USAFI’s. 


SPECIAL SERVICES 


General WestmMorELAND. The other items that would be affected 
by this appropriations cut would be in the special services field. That 
is the program that provides entertainment and recreation for our 
troops in the Army with emphasis on those in overseas areas 

Senator Ferguson. How much is included in the estimate for 
professional entertainment? 

General WestTMoRELAND. There are no funds contained in the esti- 
mate for the payment of salaries of professional entertainers; however, 
$165,750 is contained in the estimate for the purpose of paying travel 
and per diem costs of professional entertainers. 

Senator Fereuson. Do I understand that all of the services take 
different people over for entertainment? 

General WrstTMoRELAND. Each service has its own recreational 
program, however, professional entertainment, Senator Ferguson, is a 
joint effort of the three services. 

Senator Ferauson. Can we not consolidate this? What is the 
difference whether you have an Air Foree or the Navy or the Army? 

General WestTMORELAND. It is coordinated, sir, and is administered 
by the Adjutant General’s Office of the Department of the Army. 

Senator Fereuson. Yes, but why should we have transportation 
for them to go over just for one service? 

General WrstTMoRELAND. The Army administers the professional 
entertainment for the three services. All services benefit equally. 
Each service has an overseas area that they are executive agent for. 
That executive agent designation includes the coordination of these 
entertainment activities. 

Senator Ferauson. What is your entertainment fund abroad? 
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General WestMorRELAND. To break that down for that portion that 
is utilized abroad, sir, I cannot tell you, but I can provide it for the 
record. 

Senator Fercuson. I wish you would do that. I wish you would 
also have the other services give us the cost of theirs abroad. 

General WesTMORELAND. Very well, sir. 

Senator Fercuson. So that we do not get into duplication. 

General WESTMORELAND. Yes, sir. 

(The information referred to follows:) 

Total cost of program__---- _.. $442, 000 


Army (%) y : aa : oa 165, 750 
Air Force (%) - - Dik : Lee Sn 165, 750 
Navy (44)---- a ee Ged 110, 500 


(Note.—Cost is for travel and per diem only. Salaries and other costs borne by USO Camp Shows, Inc.) 


Mr. Ropericx. Mr. Chairman, I think there is one thing that 
General Westmoreland said that is quite important. That is, a 
particular service would be the theater agent for that area. 

Senator Fercuson. Yes. That is what I want to find out, the total 
cost. 

General WrestTMORELAND. For example, the Far East Command is 
an Army area, and the special service officer at that headquarters 
coordinates all professional shows so that they will play as far as prac- 
tical before the Army, Air Force, Marines as well as the Navy. 

Senator Youne. Who does the arranging for these programs? Is 
it done here in Washington? 

General WestTMORELAND. Yes, sir. The Armed Forces Professional 
Entertainment Branch of the Adjutant General’s Office administers 
the program, with the USO Camp Shows, Inc., of New York City 
recruiting the entertainers and organizing the packages or units. 

Senator Youna. Does he arrange for all three services? 

General WESTMORELAND. Yes, sir. 

Senator YounG. Each service makes its own arrangement here in 
Washington? 

ADMINISTRATION OF PROGRAM 


General WestMoRELAND. No, sir. The Army administers the 
entire program. However, representatives of each service are 
assigned to the Armed Forces Professional Entertainment Branch and 
in the various geographical areas there is one particular service who is 
executive agent for the administration of each service. 

Senator Fercuson. Where else have we theaters outside of this 
country that we would have to send entertainers, sir? 

General Honnen. The Commander in Chief Pacific has all the 
Pacific area less Japan and Korea. 

General WrestTMORELAND. The Air Force has the Alaska area, and 
also the northeast area. 

Senator Youne. In Guam, for example, where the other services 
operate. 

General WrestMORELAND. That is under the Navy, sir. 

Senator Youne. The Navy arranges the programs for all the 
services? 

General Honnen. That is correct. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 437 


Senator Youna. In Hawaii it is the same way? 

General Honnen. Yes, sir. 

Senator Ferauson. Why could we not have one service here in this 
country to send them out? Why do we need someone in each service 
to look after getting people? Why can we not consolidate it? 

General WrsTMORELAND. Sir, it is consolidated here in Washington 
and the activity is coordinated in the overseas areas. 


PERSONNEL IN BOOKING 


Senator Ferauson. You have a department here in Washington. 
How many people are in it? 

General WrstmMorELAND. I cannot answer that, sir. 

Senator Fercuson. Will you get the answer for us and have the 
clerk get the answer on how many is in each of the other services, to 
see if we cannot have one booking agency as we call it. 

(The information referred to follows:) 

The booking is consolidated for all three services. The number of personnel 
engaged is: 

Total, 8: Officers—Air Force, 1 colonel; Army, 1 lieutenant colonel. 1 major; 
Navy, 1 lieutenant commander. Civilian—Army, 1 GS-5, 1 GS—4; Air Force, 
1 GS-7; Navy, 1 GS-5. 

Senator Frerauson. How much is included in the estimate for 
motion pictures? 

General WrestTMORELAND. None. 


NONAPPROPRIATED FUNDS 


Senator Fercuson. To what extent are nonappropriated funds used 
to support the special services activity? 

General WrestMORELAND. Approximately 55 percent of the entire 
cost of the special services program is supported by nonappropriated 
funds. 

CHAPLAINS ACTIVITIES 


Senator Frercuson. Is it still difficult to secure chaplains for the 
Chaplain Corps? 

General Powe. Total procurement needs for Chaplains Corps has 
been met in fiscal year 1954. Within that quota, however, difficulty 
was experienced in obtaining Catholic chaplains. In fiscal year 1955, 
the procurement quota is limited to a total of 90. No difficulty is 
anticipated. 

EDUCATION OF DEPENDENTS 


Senator Ferauson. What is the pupil enrollment and the per capita 
cost and are any nonappropriated funds used in this activity? 

Colonel Bonpv. The pupil enrollment April 1, 1954, was 33,186. 
The approximate average per-pupil cost for the current fiscal year is 
$243. Nonappropriated funds are utilized to supplement appropri- 
ated funds when the amount available is insufficient to meet the full 
requirements for providing suitable American-type educational facili- 
ties. 
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ARMED FORCES EXAMINING AND INDUCTION 


Senator Fercuson. What is the cost per person processed? 

Colonel Bonn. In fiscal year 1953, the cost per person processed at 
Armed Forces examining stations for personnel for the Army, Air 
Force, Navy, and Marine Corps was $4.88. 


RECRUITING ADVERTISING 


General WestMoreLAND. The other segment of this armywide 
program that was reduced, Mr. Chairman—that is under ‘‘Admin- 
istrative’’—was focused on recruit advertising. We had asked for 
$750,000 for recruiting advertising. The House would reduce that 
by $200,000. The Army is requesting restoration of that amount. 

Senator Fercuson. Tell me more about that. That is always a 
disputed subject in committee 

General WestMoORELAND. We feel first, sir, that $750,000 provided 
for a modest advertising program. 

Senator Ferauson. What is the nature of your advertising? 

General WresTMoRELAND. It is divided, sir, into advertising in 
high-school newspapers, outdoor billboards, radio, television, and 
other means 

Senator FerGuson. You mean you have to pay to advertise in 
high-school papers? 

General WisTMORELAND. Yes, sir. 

Senator Frreuson. It is charged to the Army? 

General WestTMoRELAND. Yes, sir. This particular cut would 
greatly curtail our television advertising, which we feel is the most 
productive of all of our advertising media. 


TELEVISION PROGRAMS 


Senator Youna. I would like to ask a question on that point. Did 
the House discontinue the TV program? The House excluded that? 

General WresTMORELAND. The House committee made particular 
reference to the program, Stars on Parade. We agree with the House 
committee and we are discontinuing that program. On our Talent 
Patrol program we plan to continue, since we feel it is a very fine 
program and has a very fine TV rating. 

Senator Youna. It is cheap coverage, too. 

General WESTMORELAND. Yes, sir. 

Senator Youna. I thought that was one of your better programs. 

General WresTMORELAND. As a public service the television com- 
panies give us free time. In the main, the cost of the program is in the 
travel of the soldiers who participate and in paying Miss Francis, the 
mistress of ceremonies. 

Senator Youna. You feel that program is more effective than most 
of your other programs? 

General WresTMORELAND. By far, sir. 

Senator Ferauson. Do not these stations give you some free time? 

General WresTMORELAND. Yes, sir. 

Senator Fercuson. As a public service? 

General WresTMORELAND. Yes, sir; they give us free time as a public 


service. 
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Senator Ferauson. What is this $25,000 here for? Does it provide 
talent? Does not talent give you their time? 

General WestTMoRELAND. On Talent Patrol, sir, we use soldier 
talent. We get that soldier talent from the Army at large and we have 
to pay for the transportation cost of those young men to the broad- 
casting studio. We have to hire a certain amount of professional 
talent, such as Miss Francis, who is now the mistress of ceremonies. 
We do get a special rate for the services of professional assistants. 

Senator Youna. The whole program I think only costs about 
$200,000 a vear, which is about the cost of maintaining a recruiting 
station in North Dakota. 

General WrsTMORELAND. The whole program will cost $274,000. 

Senator Ferauson. I notice you have an item of $25,000 a year. 
What is that for? That is page 6 of your reclama. 

General WEsTMORELAND. That is the cost of Stars on Parade, sir. 
Although it is a very inexpensive program, we have not considered it 
satisfactory and are discontinuing it. 

Senator Ferauson. When are you going to discontinue it? 

General WEsTMORELAND. As of the Ist of July, sir. 

Senator Ferauson. Would it not pay you to cut it out now, if it 
is not satisfactory? 

General WesTMORELAND. We have a contract, sir, and as soon as 
the contract expires, we will not renew it. We did have two tele- 
vision programs, Stars on Parade and Talent Patrol, and we are 
discontinuing Stars on Parade. 


THE ARMY TELEVISION SHOW, TALENT PATROL 


Senator Young. Why is a television program so necessary to the 
Army’s recruiting effort? 

General WesTMORELAND. Because the Army has been the only 
service using selective service, the public concept has been that there 
is no purpose in volunteering for the Army. Consequently there has 
been difficulty in keeping the desired level and balance of technical 
skills necessary for a modern army utilizing 2-year servicemen. 
Although some of these 2-year men reenlist, this is not predictable by 
individual and provides no basis on who will get specialized training. 
The Army knows that the volunteer will be in for a longer length of 
time and it knows that the reenlistment rate for the volunteer is double 
that of the draftee; consequently there is extra service value gained 
from the training of the volunteer. In order to inform the public of 
these specialized training opportunities, it is necessary to publicize these 
fine opportunities which are made available to the Army volunteer. 
With the very limited budget for the publicity support of Army recruit- 
ing, it is economically necessary to use either the radio or TV media. 
The radio and T’V industries are the only national media that provides 
public-service advertising. There is a decided limit to what is reason- 
able to ask these industries to carry in the way of recruiting programs; 
consequently only 2 all-Army recruiting transcribed radio programs 
and only 1 all-Army recruiting TV program are released, of a quality 
which will merit station acceptance. Since the beginning of Talent 
Patrol the TV stations and networks have contributed approximately 
$2 million in production and time to the Army recruiting effort. 
For this value, approximately $400,000 has been expended. This 
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expenditure provides a weekly national coverage of 2,240,000 homes. 
Within the present budget there is no way to carry out a national 
recruiting publicity program without the aid of the radio-TV industry. 

Senator Youne. Why is Talent Patrol any more effective for 
recruiting than other types of shows? 

General WestMORELAND. Talent Patrol is essentially a soldier show 
using talent from within the Army. There is a certain human interest 
in every young serviceman’s performance which helps morale in the 
service and builds a better feeling toward the serviceman outside the 
service. The real recruiting value on this program is derived from 
interviews with the men regarding the facets of Army training and 
life which appeal to them and have helped them. The highlights of 
their work, the nature of the specialized training, their experiences 
and advancement, are all pointed up in the interviews. These inter- 
views are the finest enlistment endorsement the Army can achieve. 
Soldiers are selected for this program not just for talent but for the 
varied types of work and experience they have had in the Army. 
There is a total of 16 minutes of direct or indirect commercial time 
woven into this 28-minute program. No other type of program would 
provide the opportunity for such extensive commercial time. 


COMPETITION WITH ENTERTAINMENT INDUSTRY 


Senator Younc. Why should the Army feel it necessary to compete 
with the entertainment industry? 

General WestmMorELAND. This program is not in competition with 
the entertainment industry. This program shows an interesting facet 
of service life and is not considered to be pure entertainment. It 
brings to the public the actual benefits derived from Army service. 
It is essential that the recruiting message be placed into some form 
of complete program so that it fits the schedule of every station and 
does not require integration into other programs. To merit con- 
tinued weekly se heduling, the Army TV recruiting program must be 
useful and helpful to-the needs of the individual stations and the 
audience they serve, this can only be done by offering a high-quality 
and interesting show. 

Senator Youna. Isn’t television a pretty expensive method of 
advertising? 

General WesTMORELAND. The cost of TV commercial time com- 
pares favorably with other media. Cost is compared not on the actual 
production costs but on the costs per thousand of contacts made, 
because of its vast and intensive coverage, it is a very inexpensive 
media for the recruiting service because of the support received from 
the stations and networks. As an example, the cost per thousand 
contacts on the Army TV program Talent Patrol is approximately 
one-fifth the cost of that of the same coverage in a leading picture 
magazine. Talent Patrol is one of the lowest cost programs on the 
air, programs of equal rating cost from 3 to 8 times more per thousand 
homes. 

Senator Younc. How does the cost of Talent Patrol compare with 
other television progams? 

General WEesTMORELAND. Sample of costs per thousands of homes 
reached: 


~_amh a Aa oe 4 oh a Om 
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Talent Patrol 

Break the Bank ee 
Chance of a Lifetime__- 
Jackie Gleason Show 
Cavalcade of America- 
Omnibus- 


PROGRAM COVERAGE 


Senator Youne. How many stations carry the program? 

General WrEsTMORELAND. One hundred seventeen stations. 

Senator Youna. How many people do you reach? 

General WESTMORELAND. 2,440,000 homes are reached each week 
for Talent Patrol, 600,000 for Stars on Parade. 

Senator Youna. If Talent Patrol is basically an all-soldier show, 
why do you have Miss Francis as mistress of ceremonies? 

General WrEsTMORELAND. In order to bring to light the training, 
educational, travel, and other opportunities of the service by means 
of interviewing the soldiers on the program it is essential to have a 
skilled and friendly master of ceremonies. Many people were inter- 
viewed and tried before Miss Francis was selected. Miss Francis 
has the recognized ability to make amateurs at ease before the TV 
cameras and to establish a friendly rapport during interview. With- 
out such a person, the program would lose the natural response to 
service questions which are the basic commercial of this program. 
Miss Francis also adds to the prestige of the program which attracts 
the station and audience to this program. 

Senator Youne. Do the recent appearances of Army talent on 
Arthur Godfrey show have any connection with Talent Patrol? 

General WrsTMORELAND. Yes, they do. Appearances of soldier 
talent on such shows are inspired by their appearance on Talent 
Patrol. In each such appearance both direct and indirect recruiting 
appeals are made on the program. Soldiers from Talent Patrol have 
guest starred on several top programs. ‘The commercial value of the 
recruiting messages on the programs are several times the cost of a 
single Talent Patrol program. It is this multiplication of value which 
brings the Army recruiting messages to the public on the present 
small budget. 

Senator Youna. If the Army drops Talent Patrol, what would it 
do to replace it? 

General WrestMorELAND. It would be impossible to replace this 
program with a program of equal coverage (117 stations reaching 
2,440,000 homes) and acceptability at the present costs. There are 
two factors involved: (1) The limited funds available in the recruiting 
budget for TV and (2) the limited utilization of TV material on public 
service time by network and station. Filmed programs are expensive 
because of the high production costs. As an example, the production 
costs of film are over three times that of live production. Because 
of the limited use of public service “spots” there is no benefit to be 
derived by increasing the present effort in this TV field. Because of 
the small amount of funds available for TV projects, it would be 
necessary to cut back from the 52-week half hour schedule such as now 
maintained and substitute a series of 13 filmed 15-minute shorts which 
would present interesting service facts bearing on enlistment options. 
The other type of effort would be one of pure entertainment-type 
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program which would be less costly but would not make a very large 
recruiting impact. 

Senator YounG. Does the Army use professional television people 
in the direction and production of the program? 

General WrestMoreLAND. Yes, exclusively. The networks support 
the Army recruiting TV program with the finest abilities available on 
their staff. The following letter from the ABC network indicates the 
professional attention given to the production of Talent Patrol. 
The military production responsibility is carried out by professional 
people provided by the contractor servicing the recruiting advertising 
account. 

RECRUITING PUBLICITY CENTER 


Senator Ferauson. To what extent do the other military services 
benefit by this activity? 

Colonel Bonp. It is anticipated that the Arn V and Air Force will 
benefit equally from this activity in fiscal year 1955. 

Senator Ferguson. What types of expenses are involved in the 
Recruiting Publicity Center? 

Colonel Bonn. Salaries of civilian clerical personnel; cost of 15- 
minute radio programs and public service spot announcements; sup- 
plies and materials for publications, posters, and so forth; as well as 
printing and engraving costs. 

Senator Ferauson. And is there anything else? 

General WesTMoRELAND. That is all unless you have further 
questions, 

Senator Ferauson. I want to submit for the record an exchange of 


correspondence between Senator Mundt and myself concerning con- 
tracts for recruiting publicity, which includes a statement on the sub- 
ject by the Department of the Army. 

The correspondence referred to follows: 


UnirEp Svares SENATE, 
Wash ngton, D. C., Varch 31, 195 
Hon HomER FERGUSOD 
United States Senat Washinaton, D. ¢ 

Drar Homer: Ia vriting this letter to vou as chairman of the Subcommittee 
on Appropriations dealing with armed services to call your attention to a problem 
which was discussed with me by some public-relations people while in my office 

They advise me that the publie relations of the Department of the Army and 
the Department of the Air Force are handled by the same firm on a contract 
basis They advise me that no one was given an opportunity to bid for this type 
of business through either the Air Force or the Army. It just occurred to me 
that perhaps this is a function of both branches which should be submitted for 
estimate bids and if such were the case that perhaps additional funds could be 
saved to the American taxpayer I am just calling this matter to your attention 
for whatever it may be worth 

With best wishes, I am 

Cordially yours, 
KarL E. Munot, U. S. S. 
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May 11, 
Hon. Kart Munpt, 
United States Senate, 
Senate Office Building, Washington, D. C. 


Dear Karvu: Under date of March 31, 1954, you wrote me to advise that the 
public relations of the Army and the Air Force are handled by the same firm on 
a contract basis, and that no one was given an opportunity to bid for this type 
of business through either the Air Force or the Army 

You undoubtedly have in mind contracts for recruiting publicity. Until 
present time such contracts have been handled by the Army as a joint Army- 
Air Foree venture. I am enclosing herewith a memorandum, which I thought 
you might like to have, summarizing briefly the way such contracts are handled 
by the Army. 

Sincerely yours, 
Homer FeEerGuson, 
Chairman, Subcommittee on Armed Services. 


SuMMARY STATEMENT RECRUITING PuBLicity-ADVERTISING CONTRACTS 


1. The De>oartment of the Army has since 1945 retgined an advertising agenev 
to perform services which cannot be y-rovided through Government sources. It is 
more economical and effective to utilize an agency regularly staffed with a wide 
variety of experienced creative and research specialists, who can be assit‘ned to 
tasks as needed, than it is to establish a permanent departmental staff of 
specialists. 

2. The practice of maintainin;; and selecting an agency to service the recruiting 
advertising and publicity requirements conforms with the best commercial prac- 
tices. The tenure of the contract has been eer a shorter ; eriods than is 
normal to industry. The advice from business has been for the recruitin« service 
to remain With an agency as long as service is satisfe 2ctory. A committee of 
experienced civilian authorities appointed to evaluate this problem pointed out 
that frequent chances of acencies result in an enormous waste to both ; arties 
It was recommended that even though a Government contract terminates each 
year that a new a‘ency should be given the assurance of long enough service to 
pe rmit them properly to service the account. The tenure of agency contracts for 
larcer commercis] accounts is 15 years, and the averave cycle of all accounts is 6 
years. A 4-year cycle for a Government account is a compromise which allows 
rotation of contract with various acencies and provides the Government with a 
reasonably effective and economical relationship. Basically, the whole first vear 
with a new asency is one of orientation; real contribution commences during the 
second year. The intangibility of the recruiting sales mission and the various 
ramifications and reeulations governins: the presentation of the recruiting messace 
requires a longer than ordinary period of orientation and assimilation. 

3. The last open competition for the advertising contract was held in fiscal 
year 1953. The newly selected agency started work on the account in January 
1953. A very carefully prepared questionnaire and selection procedure was 
developed in this selection. Approximately 100 agencies were invited to compete 
for the recruiting advertising contract. A large number of the solicited agencies 
declined to submit a bid; however, 20 well-qualified agencies returned question- 
naires and requested consideration. Because it would have been an imposition 
on the competing agencies to bid for a 6-month contract, the letter advising them 
of the competition indicated that the newly selected agency would be carried 
into fiscal year 1954. Accordingly, all agencies competing were aware of the 
renewal of the contract following the year of appointment. 

4. The answers to the questionnaire were carefully and thoroughly screened 
and were used as the basis of selecting six finalists who were invited to meet with 
the selection board. Facilities of each of the finalists were visited to determine 
qualifications. After deliberation, the selection board announced that Dancer- 
Fitzgerald-Sample, Inc., 347 Madison Avenue, New York, N. Y., would be 
offered the recruiting contract. This agency had the contract for the balance of 
fiscal year 1953 and is currently servicing the contract under the announced fiscal 
year 1954 renewal. 

5. Because of governmental regulations, the selection of separate contractors 
for each phase of the advertising and publicity activity would entail a multipli- 

cation of present administrative work. The supervision and direction of projects 
with divers agencies would entail severalfold increase in military personnel serving 
as project officers. In view of this, the recruiting advertising program does not 
economically lend itself to split contracts with various agencies in the course 
of any given period. 
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OTHER OPERATIONAL ACTIVITIES 


STATEMENT OF LT. COL. BERNARD NORDMANN, OFFICE, 
ASSISTANT CHIEF OF STAFF, G4 


GENERAL STATEMENT 


General CoLtG.iazier. Senator, the other area is ‘Other operational 
activities’ where we are seeking a reinstatement of $3,032,000 
Colonel Nordmann is here to discuss this. 

Senator Fercuson. Please proceed. 

Colonel NorpMann. Mr. Chairman, in the case of this reclama, it 
has to do with one specific project in program 3700, the Korean 
Service Corps and Korean mess personnel. A reduction was made by 
the House committee from $21,146,000 to $9 million. Cable replies 
from the Far East indicated that in order to reduce their program 
commensurate with the reduction in United States forces in Korea, 
they would require $3 million more than the amount actually allowed 
by the House. They had intended in fiscal year 1955 to reduce their 
Korean Service Corps from a strength figure of 38.000 at the beginning 
of the fiscal year to 12,000 by the end of the fiscal year. 

To maintain this number of personnel it would take $10,662,000. 
The Korean mess personnel program is planned to be reduced from 
7,600 persons at the beginning of the fiscal year 1955 to 3,900 at the 
end of the fiscal vear 1955, which will require $1,370,000, for a total 
of $12,032,000. "This is $3,032,000 more than the amount allowed 
by the House. 


Senator Fereuson. Have you heard what they have been able to 
do in the Air Force on this type of personnel? 

Colonel NorpMANN. Yes, sir. 

Senator Ferauson. Have you worked along the same line? 

Colonel NorpMANN. Yes, sir. This is not entirely along the same 
line as the Air Force. This is for support of the tactical troops in 
Korea only. 


REDUCTION IN KOREAN PERSONNEL 


Senator Frercuson. Is it true that a cable request to the Far East 
for up-to-date requirement disclosed in their reply that . reduction 
of 20,000 man-years in the Korean Service Corps and 2,542 man- 
years in the Korean mess personnel could be effected? 

Colonel NorpMANN. Yes, sir; that is correct. 

Senator Fercuson. That would be equal to $9,114,000. 

Colonel NorpMANN. That is correct. 

Senator Frrauson. Then the House recommends a reduction of 
$12 million, or 27,100 man-years. 

Colonel NorpMann. Yes, sir. 

Senator Fereuson. Do you not think it is possible to get along on 
this? 

Colonel NorpMANN. I have no way of knowing, sir. The report 
from the Far East indicated that they would require the $12,032,000. 

Senator Ferauson. How much did you have last year? 
Colonel NorDMANN. $23,227,000. 

Senator Ferauson. And we pulled out two divisions. 
General HonneEN. Yes, sir. 
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Senator Ferauson. And we had how many? 

Colonel NorDMANN. Seven. 

Senator Frereuson. Pulling out two, do you think you need all 
this out there? 

Colonel NorpMANN. Yes, sir. 

General CouGLazier. It has been more than a_ proportionate 
reduction. 

Senator Ferauson. We have not had a war on there. 

General CoLGLAzier. No. 

Colonel NorpMANN. No, sir. If I might say, in 1953, the total 
man-years amounted to 90,000. In fiscal year 1954 it was reduced 
to 63,000; and our present program will reduce it to 30,958. 

Senator Ferauson. What did the House do on this? 

Colonel NorpMANN. The House reduced it to $9 million. 

Senator Ferauson. What did they say? 


HOUSE REPORT 


Colonel NorpMANN. I have that here, sir. The House statement, 

if I may read it: 
The budeetary prov‘ram entitled “Other o eretionsl ectivities’’ included 
$21,146,090 for the hire of Koreans pas mess — ersonnel, construction labor, and 
service personnel of various kinds. It vould s > ear that with the cessation of 
combat a «reat ; ortion of the work which was done by these Koreans has been 
accom lished. * * * If, as well may be the esse, the em loyment of such num- 
bers of native citizens is necessary to sssist in the su). ort of the Koreen economy, 
then the cost should be borne by some ™ore r. | ro ris.te relief and rehabilitation 
agency than the United Mtates Army The committee has allowed $9 million of 
the requested amount for such services @s are still essential for the benefit of the 
United States Army forces only. 

Senator Ferauson. What do you say about that? Is that not a 
fact? 

Colonel NorpMANN. Yes, sir, but our feeling is that the cut is too 
much. 

General Honnen. Mr. Cheirman, I might add that we are having a 
reduction in troop strength which would not require as many Korean 
Service Corps personnel. The need of them is very great now. We 
feel this is the minimum the commander needs. 

Senator Ferevson. This is natives serving in the mess halls and 
the other services around among the soldiers. 

General) HonNEN. Warehouses and so forth. 

Senator Fereuson. Do you not have a military service out there 
that is not on active duty? 

General Honnen. | would not say “not on active duty.” 

Senator Ferguson. Why cannot they serve a lot of this? 

General HonneN. They are doing a great deal, sir. At present the 
line of contact is completely manned 24 hoursaday. You cannot take 
soldiers from it for other purposes. 

Senator Fereuson. Is there not any more K. P. duty? 

Colonel NorpMANN. There is, sir, but not in the Korean area. 
The Korean mess personnel are intended for that purpose, to provide 
kitchen police in the kitchen to relieve United States soldiers for work 
on the line. Of course, that figure is only 6,000 man-years of the total 
that we are asking for. 

Senator Frerauson. That is 6,000 men, if it is man-years. 
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Colonel NorpMANN. It varies from 7,600 in the beginning of the 
year to 3,900 at the end of the year. 

Senator Firauson. What would they do if these men were here; 
that is, these divisions? 

Colonel NorpMann. KP duty, sir. 

Senator Fercuson. What is the difference whether they are here 
or there so far as the KP duty is concerned? 

General Honnen. There, Mr. Chairman, they are in an active 
theater which is on a keg of dynamite. 

Senator Fercuson. I know. If this keg does explode, all these 
people are not going to be in it when it explodes. It is going to explode 
at a particular place. Why do we have to take the expensive method 
of doing this? If these men were here, they would have to do KP 
duty. 

General Honnen. I would far rather, sir, when a commander states 
his needs, and we have confidence in that commander— 

Senator Fercuson. I know. 

General Honnen. I would rather be cut in other areas rather than 
one which has an operational job such as he has 

Senator Fercuson. If we are not going to have any control of the 
money, we have to in war give you ge ntlemen the right to go ahead 
and do as you want to. But when you are not fighting, I think Con- 
gress has to do some of these things, if we are going to get them down. 

General Honnen. Yes, sir. 

Senator Fercuson. Look what we did to the Air Force. They 
kicked out 9,000 drivers and mechanics, and they took out six or seven 
thousand bakers and meat cutters. They took out 2,400 and some 
band people. You come here and say you cannot do any K. P. duty 
in Korea. You have to have servants. Personally I think the House 
was right on this item. I would like to have more explanation. 


UTILIZATION OF MANPOWER IN KOREA 


General WestMoRELAND. Mr. Chairman, I would like to address 
myself to that subject because it is a matter to which the Army bas 
given considerable study. 

Senator Fercuson. I would like to know what Germany does, 
what France does, what England does, and what Korea does. 

General WresTMoORELAND. Korea is the only overseas station at the 
present time where the United States taxpayer is paying for the K. P. 
In Japan and Germany they have been paid out of the soldier’ s pocket 

out of nonappropriated funds. However, on the 30th of April, in 
consonance with policy stated by the Office of the Secretary of Defense, 
we authorized K. P. to be paid from unreimbursed deutschmarks in 
Germany and from dollars in France. 

Senator Fercuson. Have we got to the point where the soldiers 
re —_ to do this and hire people to do it? 

General WrsTMORELAND. No, sir; that is not the case. 

Senator Ferauson. Does the military sanction the soldier getting 
in somebody to do his work that he does not like to do? 

General WesTMORELAND. The Army wants to make full utilization 
of our American manpower in our overseas areas. All hiring of 
foreign nationals is under the control of military authorities. 
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Senator Frrauson. Did you not at one time use K. P. for dis- 
cipline? 

General WrstTMORELAND. No, sir, K. P. is performed on a roster 
basis. It is interpreted as being prohibited as a disciplinary measure 
by the Manual for Courts-Martial under the Unified Code of Military 
Justice, 

Senator Ferauson. Did you not do it for discipline? 

General WrsTMORELAND. Yes, sir, Many years ago, but at the 
present time it is against policy. 

Senator Frerauson. It is no longer true? 

General WesTMorELAND. We have other ways of administering 
disciplinary punishment. 

Senator Ferauson. Is that true here in the United States? 

General WrstTMORELAND. Yes, sir. The policy is the same Army- 
wide. 

Senator Ferauson. Then how does a fellow get on K. P. here in 
the United States? 

General WresrMoRELAND. On a roster basis, Mr. Chairman. 

Senator Ferauson. Please explain what you mean by roster basis. 

General WestMoReLAND. Mr. Chairman, the first sergeant runs the 
duty rosters. He runs a roster for guard and a roster for K. P. Each 
soldier who is eligible for that type of duty takes his scheduled turn. 

Senator Fxrauson. How does a soldier become eligible for K. P. 
duty? 

General WasTMORELAND. Each soldier is eligible except noncom 
missioned officers, or unless excused for an authorized reason. 

Senator Ferauson. Does the sergeant ever use it for discipline? 

General WxstTMORELAND. No, sir; the sergeant does not. 

Senator Ferauson. So here in the States now Kk. P. is never used 
for discipline. 

General WasTMoRSLAND. No, sir. K. P. is the required duty of a 
private soldier. I would like to point out that we do not have provi- 
sion in our tables of organization for K. P.; accordingly, such duty is 
performed on a roster basis 

Senator Fssrncuson. Would meatcutting be K. P.? 

General WesTMORESLAND. No, sir; meatcutting is not K. P. Meat- 
cutting and cooking and baking are jobs provided for in our tables of 
organization. 

Senator Fercuson. What is K. P.; peeling potatoes? 

General WesTMORELAND. Yes, sir; that type of chore as well as 
scrubbing pots and pans and the kitchen floor. [I would like to point 
out that the Air Force and Navy hs = incorporated in their organiza- 
tional tables men to do K. P. The Army does not. The Army does 
not recognize K.. P. duty as a space requirement but provides for that 
chore as a roster duty. 

Senator Fereuson. As I understand it, you want $3 million more 
for K. P. duty to get somebody to do the K. P. duty in Korea. 

General WresTMORELAND. In this instance, sir, in Korea only. 

General Coteiazier. May I intervene? Only a portion of that is 
chargeable to K. P. 
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K. P. DUTY IN ENGLAND, GERMANY, AND JAPAN 


Senator Fereuson. I am told here that in England you pay 
indigenous employees, the Army does. In France, the GI’s do it 
alone. 

General WxesTMORELAND. Yes, sir, they have. Now it is author- 
ized in France as well. 

Senator Feracuson. In Germany the soldiers themselves hire the 
worker. 

General WrestMorELAND. That is right, sir, and in Japan the same 
procedure is applicable. 

Senator Frerauson. In Japan. 

General WrestTMORELAND. The soldiers hire the Japanese to do the 
swe 

Senator Frreuson. Why do you have these different things? 

General WrestTMoRELAND. It depends on the availability of funds, 
and the local labor market. 

Senator Fercuson. In other words, if the Congress appropriates 
the money, you hire indigenous employees; if they do not, you follow 
the procedure currently applicable in France and Germany. 

General WrsTMORELAND. I should like to emphasize, sir, that this 
procedure is used only in Korea where there is a large labor market, 
and where we can hire an indigenous K. P. for very slight cost. By 
doing this we can use an American soldier full time on more essential 
duties. 

Senator Fercuson. Why would a man in Germany and Japan have 
to pay to have it done, and in Korea not? Why should the taxpayer 
pay for it in one place and not the other? 

General WrestMoreLAND. I think I can explain that, sir, by the 
fact that Korea was until recently an active theater. 

Senator Fercuson. I know, but it is not one now. 

General WrstTMorELAND. That is correct, sir, but it is the most 
undesirable area where American troops are presently stationed. We 
have no dependents fhere. There is little recreation. Our soldiers 
are training extremely hard. It has an excellent morale effect to have 
Koreans perform kitchen police. I have in recent months returned 
from Korea, and I| speak firsthand of the problem. 


PAYMENT FOR KOREAN HELP 


Senator Ferauson. What do you pay for this kind of help in Korea? 

General WESTMORELAND. We can hire a Korean K. P. for a frac- 
tion of what it costs to maintain an American soldier overseas. 

Senator Fereuson. How much? 

Colonel NorDMANN. $230 a year. 

Senator Ferauson. Do you give them food? 

General WresTMORELAND. They eat what is left over after the troops 
have been fed, sir. 

Senator Ferauson. Do you have anything more? 

General WesTMORELAND. NO, sir. 

Senator Fercuson. We are going to have to make an explanation 
on this. 

Mr. Ropericx. Mr. Chairman, I think there is one important thing, 
thouch, and that is that in the Korean theater, the commander in that 
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area has a responsibility to call for his needs, really his minimum needs. 
If the K. P. duty makes it possible to keep the American soldiers in line, 
it is quite important compared to some other theaters. I think that 
should be stated. 

Senator Ferauson. Korea then is the only place you use these ap- 
propriated funds? 

General WresTMORELAND. It is at the present time. 

Senator Fereuson. Have you in mind establishing it anywhere else? 

General WEsTMORELAND. Yes, sir. 

Senator Ferauson. Where? 

General WxsTMorELAND. We would like to establish such a pro- 
cedure in all overseas areas, except Territories and possessions. The 
Army is pressing for that. 


ABOLISHMENT OF K. P. DUTY 


Senator Frerauson. In other words, we are going to abolish K. P. 
duty? 

General WrEsTMORELAND. In the overseas areas we would like to 
have low-cost indigenous employees do the K. P. duty so we can get 
full-time utilization out of our American soldiers. 

Senator Frrauson. Do you not affect the morale of the public 
there? 

General WEestMORELAND. I do not believe so, Mr. Chairman, be- 
cause the indigenous employees are not compelled to do that job 
Such a job is very much sought after. 

Senator Ferauson. No; they are hired to do it. 

General WESTMORELAND. Yes, sir. 

Senator Ferauson. What does it do to the morale of the military 
of the other organizations that have to do it themselves. Here is the 
American soldier who comes over and he does not do any K. P. duty. 
He hires it done. Do you not think if you were a soldier in one of those 
other countries under their flag that you might be affected by such a 
policy? 

General WrsTMORELAND. I would like to point out that the other 
services are not doing K. P. They have made provision to hire 
indigenous K P’s. 

Senator Ferauson. In our own services in the area who pays? 

General WESTMORELAND. | cannot answer for them. 

Senator Ferauson. Let us find out for the record. 

(The information referred to follows:) 

The following information was received from Headquarters, United States 
European Command, on January 20, 1954. 

A problem exists in Germany concerning the employment of indigenous KP’s 
and mess attendants under deutschemark occupation funds. At present 
USAREUR does not authorize use of deutschemarks by any of the services to cover 
hire of such employees. This position is predicated upon the principle that 
deutschemarks must be expended in accordance with Department of the Army 
dollar criteria and that dollar funds are not available to the Department of the 
Army for the hire of mess attendants with specific exceptions. Accordingly 
USAREUR is not funding deutschemarks to the United States Air Force Europe 
or the United States Navy in Germany for this purpose, although both commands 
are authorized by their respective services to expend dollars for this requirement. 

In the current review of the overall deutschemark funding program, the Deputy 
Defense Comptroller, Europe, found that COMNAVGER, with CNO approval, 
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was hiring indigenous mess attendants through the use of dollars. It was noted 
that United States Army Europe and United States Air Force Europe were using 
noneppropriated funds for paying mess attendants but USAFE, in the review, 
reqvested deutschemarks for this purpose. 


United States Army Europe is desirous of obtaining a aniform practice for all 


three services relative to the hire of indigenous personnel for mess attendants. 
At the same time it is pointed out that Army organizational struetyre does not 
provide specific civilian spaces for this function. United States Air Force Evrope 


capable of hiring German civilians as mess attendants from present dentsche- 
mark resources except for the limitation imposed by United States Army Evrope. 


United States Air Force Europe is presently utilizing appropriated dollar funds 
and spaces for hire of mess attendants ontside Germany. 

The Commander in Chief, United States Air Force Europe, indicates this 
restriction operates to hamper maximum implementation of project. Native Son, 
At present USAREUR and USAFE units are largely using Germans for this 
purpose, but cost = defrayed by personal contributions from United State enlisted 
personnel It is desired to relieve the enlisted men of this burden since it is con- 
sidered that this is an important morale factor. Alternatively, the use of military 


personnel throughout the command would detract from their training and con- 
sequently from military effectiveness. 


United States European Command recommended the establishment of a uni- 
form triservice policy applicable throughout USCINCEUR’s area, including that 
outside the scope of deutschemark use, to permit hire of indigenous civilians to 
perform this function. 

Senator Fercuson. Let me ask this question: When you build up 
the number of personnel in the military, you build it up with the 
idea that they are going to do their own K.P. because the ‘y do it here 
in this country. ’ 

General WrestTMorRELAND. We do not, sir. The man who does K. P. 
has another primary duty. That primary duty may be radio operator 
or rifleman, or cannoneer. I would like to point out that as far as 
the other two services are concerned, they include K. P.’s in their 
authorized organizations. Therefore, when they replace that man 
with an oe employee, there is a savings involved, of an 
American sailor or airman. 

Senator Paisthbbes Why can you not then reduce your military 
personnel? 

General WrestTMoORELAND. Because we have not recognized K. P. 
as a full-time duty in our tables of organization. As I stated earlier, 
that is done on a roster basis by every man, regardless of his duty. 
In general, every man is on the K. P. roster with the exception of our 
noncommissioned officers. 

Senator Fereuson. Are waiters considered K. P.? 

General WrestMorELAND. We do not have waiters in enlisted 
messes 

Senator Fercuson. No; but you use soldiers in the officers messes. 

General WresrMorELAND. They may be utilized, sir, but only on 
their own time, and not where it interferes with their primary military 
duty. 

Senator Ferauson. Are they paid by the officers? 

General WestMorELAND. Yes, sir. 

Senator FerGcuson. And it is not by the taxpayer. 

General WestmMorELAND. That is correct, sir, from nonappro- 
priated funds. 

Senator Ferauson. Is there anything else you want to put in now? 

General WrestTMoORELAND. No, sir. 

General CoLGiazieR. In closing this particular item, sir, I would like 
to emphasize that the K. P. is only a portion of this. The bulk of 
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this labor is for service purposes. We mentioned the matter of rollup 
of materials and other tasks in the tactical area. 

Senator Ferguson. How much is K. P. and the other services? 

General Coteiazier. The estimate of strength on this at July 1, 
1954, 38,000 other services, 7,600 K. P. 

Mr. Roperick. About one-sixth. 

General Cote .azipr. With that strength reducing during the year. 

Senator Frereuson. If this is not appropriated, what is going to 
happen? 

General CoLteLazier. The reduction particularly in the major area, 
sir, of the service corps, the people that do gener: al service functions, 
in my mind would penalize us in the material field. In other words, 
we probably would not recover and salvage some of the material that 
we now plan to do. 

Senator Frereuson. Have you any information from the field? 
Can you bring it over and let us see what the commanding officers 
say personally about this? 

General Cote azirr. Yes, sir. We have some classified cables on 
this subject. 

Senator Frrauson. I would like to see those. 

(The information requested was furnished the committee.) 

(Discussion off the record.) 

General CoLaiazier. That was the last of the reclama items in 
the maintenance and operation appropriation. We are available to 
answer any particular detailed questions. 

Senator Ferguson. I have some general questions on the “ Mainte- 
nance and Operations, Army”’ appropriation. 


REDUCTION IN EXPENDITURES 


What steps are being taken to reduce expenditures with a view of 
possible reductions where such reductions would not adversely affect 
your program? Please give detailed steps. 

General Cotetazter. We are extremely conscious of the need for 
reduction in expenditures. As was indicated in my opening statement, 
immediately after the end of combat in Korea several logistics pro- 
grams were cut back and the appropriated fund savings were reserved 
for return to the Treasury. Also we have prohibited new procureme nt 
of commercial-type items which would result in more than a 3 months’ 
supply on hand or 6 months on order as a general rule. This of course 
will reflect itself in a reduction in expenditures. We have also 
emphasized direct shipments of commercial type items from manu- 
facturers to ports of embarkation or consuming installations, by- 
passing depots and eliminating depot handling costs. We have also 
extended the use of open- or close-type contracts wherever feasible. 
We have been pressing to cut civilian personnel. I believe, Senator, 
that with one exception our steps to cut costs and expenditures will not 
too adversely affect the Army’s program. The one exception I covered 
in my statement, namely, that where we have lowered the standard 


of maintenance to cut expenditures the economy may not turn out to 
be wise. Time will tell. 
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LABOR SERVICE PROGRAM 


Senator Fercuson. A report submitted by a staff member of this 
committee contained certain information regarding the labor service 
units in Germany and France. 

I believe that Congress should have all possible information of these 
units, as very meager material has been submitted to Congress since 
the inauguration of the service units in 1945. As a matter of fact, it 
was not until the fiscal year 1954 budget was being considered that 
justifications for appropriations for the units first appeared. 

It is my understanding that the units have a personnel strength of 
26,000 and that it is estimated that better than $40 million is the 
estimated cost for the units in fiscal year 1955. 

Some of the observations made in the report have been explained in 
a letter from the Air Force and the Army. At this point we will insert 
in the record the report and the letter from the Army dated March 26, 
1954. The Air Force letter is dated February 15, 1954. 

General Honnen. Inasmuch as the letter from the Army contains 
classified information, I shall submit it to the committee off the record, 
with your permission. 

Senator Fercuson. The committee will receive the information for 
the record with the exception of the Army letter dated March 26, 1954, 
which it will receive off the record. 

(The material referred to follows:) 


[Copy] 


DEPARTMENT OF THE AiR Force, 
OFFICE OF THE SECRETARY, 
Washington, February 15, 1954. 
Mr. Jack GAINEs, 
Professional Member, Committee on Appropriations, 
United States Senate. 

Dear Mr. Garnes: I refer to your recent inquiry concerning labor service units 
in Europe. 

[ have been informed that the labor service units are organized and eauipped 
under Army table: of organization and are capable of performing those functions 
reauired by the using organization. The size of the unit is dependent upon the 
magnitude of the mission to which they are assigned. The United States Army 
is submitting information which will cover the origin and history of labor service 
units, the integration of German personnel into these units and their assignment 
to the Army, Navy, and Air Force for utilization. 

Prior to compiling the fiscal year 1955 budget, the United States Army in 
Europe budgeted for all labor service units, the necessary subsistence, pav, 
uniforms, and organizational eauipment. Beginning with fiscal year 1955, this 
responsibilitv will be assumed by the branch of service to which a unit is attached. 

The United States Air Forces in Europe has included nine such units in their 
present program. Six of this number are guard units, 1 engineer construction, 
| composite and 1 liaison. The planned location in Germany is as follows: 

Guard unit, Furstenfeldbruck 

Guard unit, Hahn 

Guard unit, Landsbery 

Guard unit, Neubiberg 

Guard unit, Sembach 

Engineer construction, Rhein Mein 
Composite construction, Spangdahlenn 
Liaison construction, Ramstein 

Generally speaking, the units are composed of those functions inherent in like 
type United States Army units. For example, a guard unit would have adminis- 
tration, organization maintenance, organization supply, food service, and the 
guard elements. Many of these guard-type units maintain police dogs to sup- 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 453 


plement personnel in security patrols. This requires those functions necessary 
to train, house, and attend the police dogs when so authorized. An engineering 
construction unit would be similar to an Army engineer company reinforced, and 
the composite squadron is composed of a combination of labor service units. 

Personnel to man these units are enlisted but retain the right to terminate such 
enlistments by giving 2 weeks notice. They also may be discharged immediately 
by the commander of a unit if for legitimate reasons they are not considered satis- 
factory. More on this and other detailed administrative procedures is available 
from the local commanders or headquarters, United States Air Forces in Europe. 

Despite the military appearance of the members of these units, they are non- 
combatant end maintain a civilian status quo. At such time as peace agreements 
are reached and signed they will phase out over a 2-year period. The present 
utilization tends to reduce the number of United States military or civilian per- 
sonnel required to accomplish the mission charged to the services. 

I am happy to have been of service to you in this matter and if more detailed 
information is desired, it is obtainable from the United States Army in Europe, 
United States Air Forces in Europe, or the commander in chief, naval elements, 
Mediterranean. 

Sincerely yours, 
Joe W. KELLY, 
Brigadier General, USAF, 
Director, Legislative Liaison. 


DEPARTMENT OF THE ARMY, LABOR SERVICE UNITS IN EUROPE 


I. GENERAL 
A, Organization distribution 


1. Labor service units are composed of non-United States civilian personnel, in 
uniform, organized into disciplined units under tables of organization and equip- 
ment similar to Army T. O. and E. units of like function. 

2. Labor service units are used only in Germany and France. 

3. Monetary costs are borne as follows: 

(a) Labor service units in Germany are subsisted and clothed from dollar appro- 
priations in the United States budget project applicable to their function. These 
costs are included in the average salary which approximates $1,520 per annum. 
Salaries including subsistence and clothing are paid from unreimbursed deutsche- 
mark occupation cost funds. Medical services are furnished through the social 
medicine arrangements of the Federal Republic of Germany and appropriate 
deduction is made from salaries. 

(b) Labor-service units in France are entirely under the dollar budget, in appro- 
priate M. and O., A. budget projects, for all ecsts. The average salary of these 
personnel approximates $1,600 per annum, including clothing and subsistence. 
Medical services are provided through the establishment of labor-service medical 
units, since France will not permit their inclusion under French social medicine. 
Since they cannot be cared for free of charge in United States Army hospitals, 
because of their civilian status, nor does their pay permit hospitalization at estab- 
lished civilian rates in United States or French hospitals, the costs of labor-service 
medical units are borne by deduction from salaries of labor-service personnel in 
France. 


B. Nationalities 


1. All labor-service units are composed of non-United States citizens. How- 
ever, in France all such personnel must be of Polish descent and individually 
acceptable to the Republic of France. 

2. A little over half of all labor-service personnel is German. The remaining 
personnel consist of displaced persons primarily of Slavic origin. 


C. Personnel authorizations 


1. The maximum number of labor-service personnel which could be employed 
at any one time has been established at 31,000 by the High Commissioner of 
Germany. Personnel authorizations for labor-service units in Germany is con- 
trolled by United States Army Europe under deutschemark and dollar limitations 
imposed upon the command. The same is true of units in France with the excep- 
tion that personnel in such units must also be within civilian space authorizations 
established by the Department of the Army for United States Army Europe. 

2. Complete control of labor service units personnel is exercised by United 
States Army Europe within the foregoing limitations. Since surveillance of over- 











454 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


all budget limitations and of labor service actual strength is maintained, United 
States Army Europe, in the interest of keeping dollar and personnel costs at a 
minimum, has not been recuired to break out labor service unit information in its 
various reports to the Department of the Army. However, such records are kept 
in headquarters, United States Army Europe, in the offices of the theater G—3 
and comptroller. 


II. HISTORY AND UTILIZATION 
A. Evolution 

1. On October 1, 1952, United States Army Europe submitted the. following 
historical data 

(a) The labor service program had its inception in late 1944 as the natural solu- 
tion to the problem of gainfullv utilizing the large numbers of prisoners of war 
and refugees held by United States military forces then in Furone. Since the 
organization was an expedient, it took place initially without War Department 
sanction 

(b) By January 24, 1945, the War Department had reviewed and approved a 
plan submitted by the European Command which had been developed to intelli- 
gently and efficiently administer the operation and administration of labor service 
unit The plan as approved established 10 headquarters labor supervision areas, 
100 headquarters labor supervision centers, and 1,000 headquarters labor super 
vision companies with an aggregate United States militarv strength of 9,720 
perronnel. These United States units supervised a total of one-quarter of a 
million prisoners and refugees from almo°t everv country in Furope. Feuipment 
used by these people was authorized to the United States supervisory units under 
Table of Organization 20-20T, dated Januarv 9, 1945. 

c) German prisoners of war were specially authorized ta be ineluded in labor 
service units by War Department radio message dated April 23, 1945 

d) On March 25, 1947, the War Department revised the labor service authori- 
zations to provide for 847 technical labor service units with a total strength of 
92,171 personnel and 140 labor service guard units of 35,100 total strength. 

e) On June 17, 1948, the War Department revised the basis of equipment issue 
under Table of Allowances 20-120FC. 

f) Labor service units composed of Poles, organized as securitv guards and 
sometimes referred to as Polish guards, were established with the inception of the 
labor service program. The War Department, on July 3, 1948, authorized the 
European Command to continue the use of these units pending settlement of 
discussions with the Department of State concerning repatriation of Polish 
nationals. 

¢) In addition to authorizations noted in paragraphs (a) through (f), ahove, 
local authorities have been promulgated implementing, amplifving and limiting 
War Department instruétions. Of primary interest among these are: 

1) A letter from the Honorable J. J. McClov, then High Commissioner of 
Germany, to Gen. Thomas T. Handy, then commanding general, European 
Command, establishing a total ceiling of 31,900 labor service personnel. 

(2) Article 45, “Convention on rights and obligations of foreign forces and 
their members in the Federal Republic of Germany,” of the “Convention on 
relations between the three powers and the Federal Republic of Germany and 
related conventions,”’ would eliminate all German nationals from labor service 
units within 2 years after complete ratification of the aforementioned convention, 
which is sometimes called the contractual agreement. This document, to date, 
has been ratified only by the United States and the Federal Republic of Germany. 

2. Labor service guard units, being viewed as the most economical and, at that 
time, the most reliable means of guarding supplv installations in France, became 
the subject of negotiation between Mr. David Bruce, United States Ambassador 
to Franee, and Mr. Alexandre Parodi, Secretary General of the Ministrv of 
Foreign Affairs, Paris. On November 6, 1959, Mr. Bruce signed a letter author- 
izing the United States to employ on the territory of metropolitan France non- 
American personnel, recruited among displaced persons of Polish origin, coming 
from the American zone of occupation in Germany. Personnel employed in 
France under terms of this letter are considered as not falling within the ceiling 
limitations of section ITI of the agreement concerning the line of communications 
across France. It is also understood that this letter stipulated that such per- 
sonnel would be admitted into France only after screening and acceptance by the 
Government of the Republic of France. 
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d B. Current utilization 
1. The following types and numbers of labor-service units are used in Germany 
; and France: 
yt 
2 14 chemical units 28 engineer units 
14 quartermaster units 20 medical units 
22 signal units 7 ordnance units 
12 transporation units 23 labor service center and replacement 
66 guard units units 
2. These units are organized like and perform duties similar to support units 
ss of the United States Army having similar functions. Since labor-service person- 
. nel cost the United States Government roughly one-quarter of the cost of a United 
rm States soldier, a considerable monetary savings is experienced through their use. 
{ Further, these personnel are used in place of soldiers who would otherwise be 
required in the troop basis of United States Army Europe and its subordinate 
; commands. Were it not for their presence, the command states, an additional 
_ 25,000 United States soldiers would be required to perform the duties of the units 
at enumerated in paragraph B1 of this section. 
a III. BUDGET PROGRAMING 
0 A. Estimates 
a 1. An assumption of the fiscal year 1954 budget stated that direct-hire German 
{ nationals (including German national civilians in labor-service units) would be 
r included in the United States Army budget estimate. As a result, labor-service 
units were spelled out for the first time in the command budget estimates, in the 
r fiscal year 1954 budget in which comparative figures for fiscal years 1952 and 1953 
were included. Prior to submission of the cited estimate, little information was 
available concerning funding for these units. 
if 2. Since section 637, Public Law 179, had the effect of excluding these costs 
from the United States budget, these costs, except for clothing, subsistence and 
e equipment, remained under the German deutschemark budget, with the result 
that labor service costs while included in 1eports of total deutschemark expendi- 
dq tures, are known in detail only at Headquarters, United States Army Europe. 
7 B. Markups 
f 1. In the budget cycle, certain reductions of estimates are to be expected. 
h As the budget proceeds through the Army General and Special Staff, the Budget 
Advisory Committee, the Department of Defense, the Bureau of the Budget 
s and congressional examinations, markups are made against successively broader 
; budget areas. As a result it approaches impossibility to provide accurate esti- 
“ mates of subproject contents of a budget between the first markup of a budget 
¢ estimate and enactment of the appropriation law. 
. 2. The overseas command, while possessing accurate strength figures, will not 


be able to furnish fiseal year 1955 budget information, compatible with markup 
i limitations, prior to receipt of funding limitations imposed by the Comptroller 
of the Army and based on congressional and Bureau of the Budget actions. 


1 C. Expenditures 
C 1. Attached hereto as tab A is information concerning authorization, average 
v strength and costs of labor service units. This information reflects fiscal year 


1953 experience, fiseal year 1954 midyear estimates of year-end experience, and 
an estimate of fiscal year 1955 requirement. 
‘ 2. “German” position and man-year figures shown in tab A are included in the 
figures shown in footnote 2, page 200, ‘‘Appendix to the budget for fiseal year 


1955." The dollar figures reflected in tab A are United States Army Europe 


f computations of combined United States and German funding stated in terms of 
: dollars. Labor Service deutschemark cost information, identified as such, is not 
* available in the Department of the Army. 

g 3. ‘Other’ position, man-year, and dollar figures in tab A reflect utilization and 
a programing of labor service units in France. These figures are included, but 
B cannot be identified in, United States Army Europe civilian personnel require- 
7 ments stated in their fiscal year 1955 budget estimate. 

E 4. The dollar requirements reflected in the fiscal year 1955 column of tab A 
e 


have been reduced by an indeterminable amount by markup actions outlined in 
paragraph B of this section. Personnel figures in this column, however, remain 
as stated. In this connection, actual strength figures of German nationals em- 
ployed in labor service units for the last 6 months are reflected at tab B. 
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Detai! statement of labor service «units 


ITEM 2A—AUTHORIZED STRENGTHS 


Fiscal year 1953 Fiseal year 1954 Fiscal year 1955 














Project 
Germany Other Germany Other Germany Other 

1126 (Engr 3, 435 0 3, 301 0 4,019 0 
1411 (Engr 200 0 206 0 244 0 
1411 (Ord 1, 471 0 1, 125 0 1,325 0 
1411 (QM) 1, 130 0 883 0 883 0 
1411 (Sig 240 0 206 0 206 0 
1412 (Sig 300 0 255 0 255 0 
1510 (Sig) 1, 450 0 1,354 0 . 354 " 
1611 (Med 0 0 0 11 0 iB 
1641 (Med) 0 0 30 23 30 23 
1642 (Med) 791 0 323 0 323 ” 
1661 (Med 0 0 106 0 106 0 
1687 (Med) 0 0 34 2 34 2 
2961 (T/C 406 0 1, 057 0 1, 092 0 
2971 (All Cmds) 17, 117 2, 400 15, 508 2, 400 14, 024 2, 400 
2972 (P/M 100 0 92 0 176 0 

Total 26, 640 2, 400 24, 475 2, 436 24,071 | 2, 436 

ITEM 2B—AVERAGE MAN-YEAR STRENGTHS 
+s i , 

1126 (Engr) | 301 0 2, 829 0 3, 0 
1411 (Engr) 177 0 191 | 0 : 0 
1411 (Ord) 1, 383 0 1,071 | 0 1, 0 
1411 (QM 1,096 0 S41 0 0 
1411 (Sig 199 0 200 0 0 
1412 (Sig 213 0 166 0 0 
1510 (Sig) 1,413 0 1, 280 | 0 l, 0 
1611 (Med) ( 0 0} v ll 
1641 (Med) 0 0 30 19 2 
1642 (Med) 778 0 $12 0 0 
1661 (Med) 0 0 105 0 a 
1687 (Med) ( 0 34 2 2 
2061 (T/C) 307 0 1,019 0 . 0” 
2971 (All Cmds) 16, 969 2, 392 14, 951 2,315 14 2, 400 
2972 (P/M) 97 0 RQ 0 0 

Total 6, 023 2, 392 23,118 2,345 23, ROR 2, 456 

ITEM 2C—TOTAL AMOUNTS FOR PERSONAL SERVICES 

1126 (Engr) $3, 713, 625 0 | $3, 247, 692 0 | $4, 734, 600 0 
1411 (Engr) 193, 284 0 216, 504 0 306, 708 0 
1411 (Ord 1, 464, 597 0 1, 199, 520 0 1, 548, 925 0 
1411 (QM) 1, 208, 888 0 929, 305 0 966, 309 0 
1411 (Sig 219, 497 0 224, 000 0 262, 032 0 
1412 (Sig) 234, 939 0 185, 920 0 324, 360 0 | 
1510 (Sig 1, 746 0) 1,536,000 0 | 1,869, 874 0 | 
1611 (Med) 0 0 $16, 758 0 $24, 838 
1641 (Med) 0 42, 660 42, 066 44, 130 48, 102 
1642 (Med)... 853 0 358, 800 0 365, 352 0 
1661 (Med) 0 134, 610 0 139, 755 a 
1687 (Med) 0 59, 806 5, 600 61, 472 4, Sle 
2961 (T/C) 430, 7 0 1, 136, 185 0 1, 271, O88 0 
2971 (All CMDS) 19, 225, ! 2, 731, 664 | 17,193,656 | 2,916,900 | 19, 591, 860 3, 364, 800 i 
2972 (P/M) 109, 0 96, 57 0 242, 880 0 

Total. 29, 400, 414 2, 731, 664 26, 561,319 2,981,324 | 31, 729,345 3, 442, 246 
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Project 


1126 (Engr) 
1411 (Engr) 
i411 (Ord) 
1411 (QM) 
1411 (Sig) 
1412 (Sig) 
15:0 (Sig) 
1611 (Med 
1641 (Med) 
1642 (Med) 
1661 (Med 
1687 (Med) 
2061 (T/C) 
2971 (Add Cmds) 
2072 (P/M) 


Total 


1126 (Engr) 
1411 (Engr) 
1411 (Ord) 
1411 (QM) 
1411 (Sig) 
1412 (Sig) 
1510 (Sig) 
1611 (Med) 
1641 (Med) 
1642 (Med) 
1661 (Med) 
1687 (Med 
2961 (T/C 
2971 (All.Cmds) 
2972°( P/M) 


Total 


Project 


1126 (Engr) 
1411 (Engr) 
1411 (Ord). 
1411 (QM)_._. 
1411 (Sig) 

1412 (Sig) 

1510 (Sig). 
1611 (Med). 
1641 (Med) 
1642 (Med). 
1661 (Med) 

1687 (Med) 

2961 (T/C) ___- 
2971 (All Cmds) 
2972 (P/M). 


| 


1955 


Detail statement of labor service units—Continued 


ITEM 2D- 


ITE 


ITEM 3—BREAKOUT OF 


Salary 


$2, 713, 422 
139, 653 

1, 045, 548 
876, 800 
159, 200 
170, 400 

1, 318, 329 
0 

0 

617, 732 

0 

0 

310, 454 
14, 084, 270 
79, 637 


Fiscal year 1953 


Germany 


$594, 180 
31, 
248, § 
197, 2% 
35, 8! 
38, 
254, 3 


149, 





71, 460 
3, 054, 420 
17, 460 


4, 684, 140 





M 2E—TOTAL FU! 
M , R05 
, 144 
Re , 537 
1, 406, 168 
5, 317 
273, 279 
2, 000, 808 
0 
0 
993, 503 
0 
0 


502, 205 
22, 280, 297 


126, 488 


34, 084, 551 3, 


Germany 


Subsist- Clott 
ence | 


$716, 317 | $283, 
38,409 | 15, 
300, 111 118, 
237, 832 4, 
43, 183 17, 
46, 221 18, 
306, 621 121, 
0 
0 
168, 826 66, 
0 
0 
86, 149 34, 
3, 682,273 |1, 459, 
21, 049 8, 


430, 55 


lng 


R86 
222 
¥38 
256 
114 
318 
518 

0 

0 
908 

0 

0 
142 
334 
342 


Other 


$430, 55 


Fiscal year 1954 


Germany 
0 $523, 365 
0 
0 
0 
0 37, 000 
0 30, 710 
0 236, 800 
0 0 
0 5, 550 
0 57,720 
0 19, 425 
0 6, 290 
0 188, 515 
7 2, 765, 935 
0 16, 465 
7 4, 266, 830 


0 | $3, 771,057 


0 251, 929 
0 1, 397, 655 
0 1, 074, 890 
0 261, 000 
0 216, 630 
0 1, 772, 800 
0 0 
0 48, 210 
0 416, 520 
0 154, 035 
0 66, 096 


0 1, 324, 700 
19, 959, 591 
0 113, 036 


30, 828, 149 


IT} 


Total 


$3, 713, 625 | 
193, 284 | 
1, 464, 597 | 
1, 208, 888 
219, 497 
234, 939 
1, 746, 468 
0 
0 
853, 466 
0 
0 
430, 745 
19, 225, 877 
109, 028 





Salary 


TOTAL FOR OTHER REQUIREMENTS 


Other Germany 
0 $741, 000 

0 46, 360 

0 251, 750 

0 159, 790 

0 3Y, 140 

0 48, 450 

0 257, 260 

$1, 665 0 
3, 515 5, 700 
0 59, 280 

0 19, 950 

370 6, 460 

0 207, 480 

428, 275 2, 697, 430 
0 33, 440 


433, 825 4, 573, 490 


REQUIREMENTS 


0 | $5, 474, 600 
0 353, 068 
0 1, 800, 675 
0 1, 126, 099 


0 301, 172 

0 372, 810 

0 2, 127, 134 

$18, 423 0 
45, 581 49, 830 
0 424, 632 

0 159, 705 

5, 970 67, 932 


0 1, 478, 568 
3, 345,175 | 22, 289, 290 
0 276, 320 


3,415,149 | 36, 302, 835 


EM 2C (FISCAL YEAR 1953) 


Fiscal year 1955 


Other 


0 
0 

0 

0 

0 

0 

0 

52, 090 
4,180 
0 

0 

380 

0 

456, 000 
Uv 


462, 650 


0 

0 

0 

0 

Uv 

0 

0 

$26, 928 
52, 282 
0 

0 

4, 896 
0 

3, 820, 800 
0 


3, 904, 906 


Other 


Subsist- 
ence ing 


Cloth- 


$2, 100, 176 1$523, 848 |$107, 640 [$2,731,664 
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Detail statement of labor service units—Continued 


ITEM 3—BREAKOUT OF ITEM 2C (FISCAL YEAR 1954) 












Germany | Other 
Project | T a 
it . a m Salary | SUbsist-}] Cloth- ™ 
alary Clothing Total Salary | ence ing Total 
| 
1126 (Engr) | $2,342,412 | $650,670 | $254,610 | $3, 247, 692 | 
1411 (Engr) 155, 474 43, 930 17, 190 216, 594 | . 
1411 (Ord | 856, 800 246, 330 96, 390 1, 199, 520 | 
1411 (QM) | 660, 185 193, 430 75. 690 929, 305 | 
1411 (Sie) } 140, 000 46, 000 18, 000 224, 000 | 
1412 (Sig) } 132, 800 38, LSO 14, 940 185, 920 
1510 (Sig) 1,126,400 | 294,400 | 115,200 | 1,536,000 | 
1611 (Med 0 0 0 0 $14, 238 $2, 070 $450 $16, 758 
1641 (Med 33. 060 6, 900 2, 700 42. 660 36, 746 4,370 950 42, 066 
1642 (Med 258, O60 71, 760 28, O80 58, 800 
1661 (Med) 101, 010 24, 150 9, 450 134, 610 
1687 (Med) 48, 926 7, 820 3, O60 59, 806 | 3, 868 460 100 5, 600 
2961 (T/C 810, 105 234, 370 91, 710 1, 136, 185 
2971 (All Cmds 12, 409, 33¢ 438, 730 (1,345,590 | 17, 193, G5¢ 2, 268,700 | 532,450 | 115, 750 }2, 916, 900 
2972 (P/M) 72, 001 16, 560 8, 010 96, 571 = 
ITEM 3—BREAKOUT OF ITEM 2C (FISCAL YEAR 1955) 
$3, 295, 500 '$1,068,600 | $370, 500 | $4, 734, 600 
216, 672 66, 856 23. 180 306, 708 
1. 050. 000 363, 050 125, 875 1, 548, 925 
655, 980 230, 434 79, 895 966, 309 
186. O18 56, 444 19, 570 262, 032 
230, 265 69, 870 24 225 
1, 370, 248 370, 996 128, 630 1, 
0 0 0 $21, 27 $3, 014 $550 $24, 838 
33, 0@8 8, 220 2, 850 40, 700 6, 302 1, 100 48, 102 
250, 224 RS. 488 29, 640 
101, 010 28, 770 1,975 
48, 926 9,316 3, 230 3, 868 548 100 4,516 
868, 140 200, 208 103 1, 271, O88 » 
14, 353, 167 |3, 889,978 |1,; 19, 591, 860 2, 587, 200 | 657,600 | 120,000 '3. 364, 800 
177, 936 48, 224 16, 720 242, 880 





ITEM 4—BREAKOUT OF ITEM 2E 








Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 

Project - 

‘was . Dollars ; — , Dollars a ” Dollars 
1126 (Engr 4, 066, 832 540 5, 190, 900 284, 700 
1411 (Ener 212, 22% 237. 986 335, 256 17,812 
1411 (Ord 1, 612, 578 100, 959 1,319, 472 1, 703, 950 | 96, 725 
1411 (QM 1, 326, 160 80, 008 1,013, 497 1, 064, 706 61,393 
1411 (Sis 40, 790 14, 527 246, 400 286, 134 | 15, 038 
1412 (Sig 257, 734 15, 549 204, 512 354, 105 18, 615 
1510 (Sig) 1, 897, 659 108, 149 1, 679, 366 2, 028, 292 98, 842 
1611 (Med 0 0 0 3 | 0 26, 928 
1641 (Med 0 0 46, 020 | 47, 640 54, 472 
1642 (Med 936, 709 56, 794 393, 744 401, 856 22,776 
1661 (Med 0 0 146, 370 65 | 152, 040 7, 665 
1687 (Me« 0 0 63,614 65, 7,378 
1 (TIC 173, 224 258, 981 1, 250,313 1, 398, 79, 716 
All Cmds) 21, 041, 560 4, 400, 961 18, 868, 168 4 21, | 4, 844, 552 
2072 (P/M 119, 407 7, 681 106, 539 > | 12, 848 
Total 2, 184, 872 5, 061, 903 | 29, 140, 535 5, 102, 763 | 34,558, 281 | 5, 649, 460 


Desc ription item 2d 


Amounts contained within this estimate are briefly described as follows: 
(a) Funas to provide for approximately 2 days TDY and travel. This 
travel provide for the normal travel and transfer of individuals and units 
from one station to another. 
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(b) Equipage costs such as the replacement value of web equipment, 
bedding, china, glass, and silver and such other items of equipment and 
supplies as are necessary to the equipment of the individual or the unit. 

(c) Normal repairs and utilities costs which can be identified by virtue of 
target figures announced by this command, included are costs of solid fuels, 
water, gas, electric, and sewage services as Well as routine costs relative to 
maintenance and repair of assigned housing facilities. 

Not included in this estimate are: 

Costs and value of assigned transportation, POL products, technical shop 
equipment, hand and power tools, spare parts for vehicles and equipment, and 
such other T/E items as are utilized by the units in the performance of their as- 
signed mission. Incidental costs relative to the procurement, receipt and issue 
of locaily manufactured clothing and equipment as well as the costs concerned 
with the procurement of subsistence on the local market. Repairs and utilities 
costs which cannot be identified to the unit itself, such as maintenanee and repair 
of technical shops, hardstands roads, maintenance of fire-fighting equipment, ete. 


Lahor service unit personnel paid from local economy in Germany 


June 1953 23, 733 | October 1953 23. 378 
July 1953 22, 087 | November 1953 23, 410 
August 1953 22, 740 | December 1953 23, 438 
September 1953 23, 058 | 


Senator Fereuson. I wish you would explain to the committee 
some points which should be pursued at this time. 


LABOR SERVICE PROGRAM 


General Cotetazier. Yes, Colonel Nordmann is here to present 
the labor service program. 

Colonel NorpMANN. I have a prepared statement. 

Senator Ferguson. You may proceed, please. 

Colonel NorpMANN. Mr. Chairman and members of the committee. 
the labor service program was initiated in 1944, as a natural solution to 
a problem of gainfully utilizing the large number of prisoners of war 
and refugees held by United States military forces in Europe. It was 
an expedient, and took place initially without War Department 
sanction, 

By January 24, 1945, the War Department had approved a plan 
developed and submitted by the European Command for the operation 
and administration of labor service units. The plan provided for 10 
labor supervision areas, 100 labor supervision centers, and 1,000 labor 
supervision companies supervised by 9,720 United States military 
personnel. Under this concept a peak strength of 250,000 refugees 
and prisoners (German prisoners of war were authorized to be in- 
cluded in labor service units by War Department radio message dated 
April 23, 1945) was reached in 1945 gradually declining to a low of 
12,500 in July 1949. 

In August 1949, an agreement between HICOG and the West 
German Government authorized the employment by United States 
forces, including Air Force and Navy, within Germany of 31,000 
labor service personnel. In 1950, labor service guard units were 
authorized for use in France, it being considered the most economical 
and reliable means of guarding supply installations there. Recruit- 
ment is limited to displaced persons of Polish origin individually 
acceptable to the Republic of France. 
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ORGANIZATION OF LABOR SERVICE UNITS 


In the summer of 1950, labor service units were organized along 
their present lines. Their organization is now a force of non-United 
States civilians under United States military supervision, organized 
as mobile guard and technical service units, able to move promptly 
to any point where their services may be required. They are organized 
in accordance with tables of distribution based on United States Army 
tables of organization and equipment. Department of Army table 
of allowances No. 77-7, dated August 27, 1953 is their authority for 
requisitioning items of equipment and clothing. Personnel in the 
units are uniformed and armed, and hired to work a basic 48-hour 
week. They may resign or be released on 2-weeks’ notice. They 
carry simulated ratings from private to colonel and are furnished 
rations, unit type housing and clothing in kind. Personnel in Germany 
are paid in deutschemarks at established German wage-scale rates 
ranging from the dollar equivalent of $44.28 for a private to $238.10 
for a colonel. Deductions are made for German social and medical 
insurance. Personnel in France are paid in franes at established 
rates ranging from the dollar equivalent of $49.90 for a private to 
$262.93 for a colonel. Since France does not permit their inclusion 
under French social medicine, medical services are provided through 
labor service medical units. Costs of these units are borne by deduc- 
tions from salaries. 

Control of present labor service units is exercised by the command 
concerned through a Labor Service Staff Division and labor service 
liaison personnel, 

Average salary costs for units in Germany approximate $1,520 per 
year and include base pay, subsistence, clothing and housing. Funds 
for their support continue to be provided by the German Federal 
Republic. Funds for labor service units in France are provided from 
the dollar budget under appropriation ‘“‘Maintenance and operations, 
Army.” Their average salary approximates $1,600 per year and 
includes clothing and subsistence. 


TYPES OF LABOR SERVICE PERSONNEL 
The following types and numbers of labor service personnel are 


presently being used by the United States Army in Germany and 
France: 


Type Number of personnel 
Germany: as of Apr. 30, 1954 
Labor service liaison detachments_ - - i o's obs ; 121 
Labor service guard centers and companies ee ree 
Labor service technical service units : : saat tO 
—_—— 23, 185 
France: 
Labor service liaison detachments_ - . . gids cits 6 
Labor service guard centers and companies ‘ is ye ial 2, 462 
Labor service medical detachments_ ___..---- : 7 33 





Total labor service personnel in Germany and France- --~- 25, 686 
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These units are organized like and perform duties similar to support 
troops of the United States Army. The average cost to maintain a 
United States soldier in Europe is $5,800 or approximately 4 times the 
cost of maintaining labor service personnel. Since these units are 
used in place of United States military a considerable monetary savings 
is effected. 

Senator Fereuson. Not until the fiscal year 1954 budget was any 
cost ever presented to Congress for labor service units. Yet these 
units in Germany and France were approved by the War Department 
in January 1945. Can you explain why the plan was never brought 
to the attention of Congress until last year? 

Colonel NorpMaNnn. Prior to fiscal year 1954 no occasion had arisen 
for presenting the labor service program to Congress inasmuch as labor 
service units in Germany were supported entirely from deutschemark 
funds for which there was no reimbursement required. Labor service 
personnel in France were and are treated as indigenous civilian em- 
ployees and were included in the dollar budget with other indigenous 
employee requirements. 

Senator Ferauson. Does Congress know today the actual cost for 
the program? 

Colonel NorpMANN. Yes, sir; detailed information was furnished to 
the committee in February of this year. 


JUSTIFICATIONS OF PROGRAM 


Senator Firauson. Has the existence of the labor service units ever 
been justified to Congress? 

Colonel NorpMANN. Yes, sir, during the defense of the fiscal year 
1954 budget. 

Senator Ferauson. Why do members of these units wear United 
States uniforms? 

Colonel NorpMANN. Labor service personnel in Germany do not 
wear United States uniforms but do wear a blue-grav uniform procured 
and fabricated in Germany, paid for with deutschemark funds, and 
issued to the individual as payment in kind. Labor service personnel 
in France are furnished United States uniforms, the cost of which is 
also charged as part of the individual’s salary. United States uniforms 
rather than a special uniform are used at the insistence of the French 
Government. However, it should be emphasized that in both 
instances uniforms are provided as part of the individual’s salary 
furnished in kind. It should be noted that these personnel are used 
for functions normally carried out by military or police units. Thus, 
identification is the primary reason for uniforming these personnel 
as is true of police and soldiers. 

Senator Ferguson. Why do they have simulated ranks? 

Colonel NORDMANN. Simulated rank is used for reasons of discipline 
and control and for the reasons stated previously. 

Senator Fercuson. What is the total for Army and Air Force 
dollar appropriations, and how much is received under the deutsche- 
marks? It is my understanding that better than $40 million is esti- 
mated for fiscal year 1954, and that does not include POL, shop 
equipment, vehicles, and so forth. 
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Colonel NorpmMan. The Army does not budget for Air Force and 
Navy labor service personnel requirements, therefor e, information on 
their requirements is not available. The estimated total Army fund 
requirements, stating deutschemarks in terms of dollar equivalent, 
is approximately $40.2 million of which $31.4 million is deutschemark 
support and $8.8 million is dollar support. 

Senator Frercuson. According to a report submitted by a staff 
member who traveled through Germany and France, members of the 
labor service units were, in most cases, living in superior troop housing 
units than members of our own United States forces. Do you have 
information which would confirm or refute that observation? 

Colonel NorpMann. Maj. C. F. Walrath, Office of the Assistant 
Chief of Staff, G-1, who recently returned from a trip to Europe is 
here and can answer that question. 


STATEMENT OF MAJ. C. F. WALRATH, OFFICE, ASSISTANT CHIEF 
OF STAFF, G-1 


HOUSING SITUATION 


Major Watratu. While there may have been isolated cases where 
labor service units were temporarily housed in quarters superior to 
those of United States troops in the same locale, the overall housing 
program provides for equal accommodations with the exception that 
religious and recreational activities are not provided for labor service 
units. On a recent trip to Europe, I observed no such conditions 
existing and the Chief of the Labor Service Division in Headquarters, 
United States Army, Europe, when queried on this point, informed 
me that no such conditions exist today. 

Senator Ferauson. | understand the authorized strength for the 
labor service units is 31,000 and the present strength is better than 
26,000. Are these figures included in the foreign national figures 
reported to Congress? 

Major Watratu. Yes, sir; they are reported on an attachment. to 
the Civil Service Commission’s report “Monthly Federal Civilian 
Employment (Standard Form 113).” A copy of this report is fur- 
nished to Senator Byrd. 

Senator Ferguson. One commanding officer in France informed a 
member of this staff that the screening system for hiring natives is 
archaic. Now 66 units in the labor service units do guard duty. Do 
you think they could be security risks? 

Major Watrarn. Mr. Chairman, as you doubtless know, a classi- 
fied letter answering this question was furnished the committee on 
March 26, 1954, through one of your staff members. Substantially, 
these people undergo the same screening processes as do our own. 
We feel that the risks have been screened out. However, it is possible 
that a few of them could turn out to be security risks. 

(Discussion off the record.) 

Senator Ferauson. Could we depend on them to stay in their units 
if their country were involved at war? 

Major WaLrarn. About 40 percent of these people are non-Ger- 
man displaced persons who fled satellite Communist countries in fear 
of their lives. The same is true of the other 60 percent, who are 
Germans, about half of whom are East German refugees. Most of 


~ li, rte 


eo 


| 
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these people are ex-soldiers and militantly anti-Communist. We 
don’t know how many will be willing to remain in Labor Service units, 
which are civilian, if opportunlty exists for them to join Western 
military forces. On the other hand, we are fairly certain none of 
them will jeopardize his personal! safety by returnlng to communism. 

Senator Fercuson. Why can’t the overseas command, having 
accurate strength figures, furnish fiscal year 1955 budget information, 
compatible with markup limitations? 

Colonel NorpMann. The House floor markup limitations represent 
budget program limitations only. Labor Service units appear in a 
number of programs but are only a part of the personnel involved 
The strength figures for Labor Service units furnished by the over- 
seas command are included with other personnel requirements appli- 
cable to a given program at Department of the Army Level. 

Senator Ferauson. I have no further questions. Do you have 
anything further to offer? 

General Coteiazier. No, sir, I have nothing further at this time 


CIVILIAN PERSONNEL 


Senator Fixrauson. To what extent will civilian personnel employ- 
ment be reduced under this budget? How will the reduction in 
civilian personnel employment be effected, and to what degree does 
the reduced employment reflect the introduction of more economical 
and efficient business administration? 

General Powsii. The downward grat in Army civilian employ 
ment is expected to continue into fiscal year 1955. The decrease from 
1954 to 1955 is not so marked as from 19: 53 to 1954. This is because 
of drastic reductions already accomplished during fiscal year 1954. 
Even with this leveling off the average regular civilian employment is 
estimated at 13,235 less during 1955 than for 1954. It should be 
noted that percentagewise, reductions in military supporting per- 
sonnel are greater than those for civilians. 

The phasingdown of civilian employment will be accomplished 
with minimum disruption of the work force. As the requirement for 
personnel staffing declines because of deemphasis of certain activities, 
or because of improved management and personnel usage, the work 
force will be shifted or rearranged as dictated by the immediate re 
quirements so that maximum advantage will accrue from normal 
attrition. 

This reduction, in part, is attributable to the continued application 
of policies and procedures which have been in effect in Department 
of the Army for the past 2 years. These procedures include man- 
power utilization surveys of all installations, worldwide, and critical 
review of tables of distribution submitted by all commands to insure 
that number of personnel assigned to any activity is commensurate 
with the workload; and civilian personnel classification and assign- 
ment surveys, which insure that skills and abilities of civilian person- 
nel are efficiently utilized, 

Senator Ferauson. What progress is the Army making in the re- 
duction of civilian employment? 

General Powerit. Considerable progress has been made in the 
development and refinement of policies, objectives, and workload 
factors for use in planning for employment of the Army’s civilian 


44991—54 30 











464 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


work force. The Army programing system has now been refined to 
the point where detailed civilian programing data is possible at both 
the Department of the Army and at the field-command level. Civil- 
ian-personnel projections by specific program aids all echelons in 
developing realistic computations of future work objectives and 
resource requirements. A better basis for preparation of budget 
estimates will be available when all pérsonnel .resources required to 
earry out the Army’s programs are known. Shifts and changes in 
program emphasis can be projected on a more realistic foundstion. 


TRAINING 


Senator FerGuson. You are asking vs to increase the appropriation 
for training $3,395,458. How do you justify that increase while you 
reduce manpower? 

General Honnen. Due to the cancellation of grand joint exercise, 
the Army offered up during the hearings in the House $1,250,000. 
Also there was a decrease of $10,000 due to a price change in printing 
to be done by the Government Printing Office. Actually, Senator, 
the fiscal year 1955 figure is now $2,135,458 rather than the $3,395,458. 
We will obtain the details from the Assistant Chief of Staff, G-3, who 
is responsible for training, and insert at this point. 

Senator Ferauson. Thank you, General Honnen. Please insert 
the information when checking the transcript. 

(The information referred to follows:) 


STATEMENT BY OFFicE, ASSISTANT CHIEF OF Starr, G-3 
Total program increase 


President’s budget, direct obligations: 


Fiscal vear 1955 $83, 121, 000 
Fiscal year 1954 79, 725, 542 

| SE Oe a ee ae ee 3, 395, 458 

Less cancellation of grarid joint exercise (see note below)__..__._... —1, 250, 000 
Total _ _ Said ei 2, 145, 458 

Less reduction in printing costs (5 percent reduction in labor costs) _ - — 10,000 
Actual increase, fiscal year 1955 over fiscal year 1954__._- 2, 135, 458 


Project increases 


Estimate, Estimate, 


mr t i Biae ~2 Increase or 
Project re pel ar decrease 
(a) Replacement training centers and training divisions $4, 052, 006 $3, 221, 700 —$830, 306 
(4) Schools 28, 897, 403 28, 201, 076 —606, 327 
(c) Miscellaneous triining 8, 198, 363 9, 299, 100 +1, 100, 737 
(d) Tuition at civilian institutions 572, 000 500, 000 —72, 000 
(¢) Special field exercises 15, 436, 754 17, 750, 000 +2, 313, 246 
(f) Training devices and publications 12, 941, 162 13, 118, 000 +176, 838 
(g) School temporary duty 7, 485, 854 7,411, 124 —74, 730 
th) U. 8. Military Academy 2, 142, 000 2, 270, 000 +128, 000 
Total 79, 725, 542 81, 861, 000 +2, 135, 458 


EXPLANATION OF PROJECT DIFFERENCES BY ABOVE SEQUENCE 


a) Replacement training centers and training divisions.— This decrease in fund 
requirements for fiscal vear 1955 is a result of inactivating 13 replacement training 
centers and/or training divisions in fiscal vear 1954. These inactivations have 
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been made possible by the decreased needs for replacements resulting from the 
cessation of combat in Korea, and the transfer of a large portion of the second 8 
weeks trainee load to General Reserve units during fiscal year 1955. 

(b) Schools.—Resident student loads will decrease due to reduced Arnis 
strength, while conversely the nonresident student loads go up due to the release 
from active duty of reservists who desire to further their military careers. The 
reduced fund requirement in fiscal year 1955 is as stated in above tabulation 

(c) Miscellaneous training.—The funds required in this project are not affected 
by reduced manpower. Support is rendered here to 37 different activities and 
the principal increases are discussed in some detail in the budget justifications 
The majority of these increases are for support of stepped up activities in the 
fields of electronic warfare, guided missiles, and Army aviation. 

(d) Tuition at cinilian institutions.—This )roject provides, on a strict require 
ment basis, training of career military personnel outside the capabilities of our 
own training system. Funds required for fiscal vear 1955 are less than in fiscal 
year 1954. 

(e) Special field exercises—The increased number of divisions (activation of 
one armored division) to be stationed in CONUS during fiscal vear 1955 and 
which will be available to participate in exercises has required an increase in the 
number and scope of exercises to be conducted that year. The addition of a 
Desert Rock exercise is also planned as a means of increasing atomic warfare 
indoctrination. Two amphibious and a jungle exercise, none of which were 
possible in fiscal year 1954, have been included in the fiscal year 1955 schedule. 

(f) Training devices and publications.—The increase in this project is due to 
procurement of training devices developed at the Navy Special Devices Center 
to which the Army furnishes its pro rata fund support. The standard for pro- 
curement is that they must effect worthwhile economies in the use of equipment, 
ammunition, and personnel in addition to providing better training than would 
otherwise be obtainable. 

(g) School temporary duty.—There will be a decrease in officer and enlisted 
input into service schools in 1955. However, the travel savings that would 
normally accrue through these reductions have been somewhat offset by increased 
authorized rates of residual per diem for officers as prescribed in Joint Travel 
Regulations for the Uniformed Services. . 

(h) United ‘States’ Military Academy.—The modest increase in this project is 
required to replace a portion of the obsolete and worn equipment which no longer 
performs satisfactorily. Typical items for which the Superintendent has re 
quested funds are steel lockers, steel chairs, double study desks, dictaphones, 
magnetic boards, hydraulic machinery, test equipment, and drafting equipment 


REDUCTION CAUSED BY CANCELLATION OF GRAND JOINT EXERCISE 


General Honnen. The Joint Chiefs of Staff were very anxious to 
have a grand joint exercise scheduled during fiscal vear 1955. How- 
ever, as planning progressed and requirements became firm with 
regard to the units and personnel to participate in the exercise, and 
to umpire it appropriately, it was found that current redeployment 
and personnel shortages made it infeasible to conduct the exercise 
during fiscal year 1955. Therefore, on February 5, 1954, the Joint 
Chiefs of Staff canceled the exercise. 

Planning for the grand joint exercise caused the Army to reduce in 
number, scope, and size the other special field exercises scheduled for 
fiscal year 1955. These exercises have since been reprogramed. As 
a consequence, we are asking for authority to use part of the $6,950,000 
contained in the President's budget for the grand joint exercise as 
follows: 


Increase in D.A directed exercises $2, 775, 000 
Increase in EUCOM local exercises 2. 925, 000 
Total 5, 700, 000 


Offered during House hearings 1, 250, 000 
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TRAINING PUBLICATIONS 


Senator Ferauson. I can’t help but think that a great deal of 
money is poorly spent on training publications. You are asking an 
increase in that appropriation to $2,675,000. Would you explain 
how those publications are selected? Are they distributed prudently? 

General Honnen. The information will be obtained from the 
Assistant Chief of Staff, G-3, who is responsible for training, and with 
your permission inserted at this point. 

(The information referred to follows: ) 


STATEMENT BY OFFICE, ASSISTANT CHIEF OF Starr, G-—3 


The amount of funds requested in subproject 2263, ‘Training publications,’ 
has been reduced to a total of $2,665,000, or $10,000 under the President’s budget, 
as a result of a general 5 percent reduction in direct labor costs of printing to be 
done at the Government P rinting Office during fiscal year 1955. Because of this 
reduction only a relatively small increase of $5,511 is requested in this subproject. 

New training publications and changes to existing publications are prepared 
based solely on needs that cannot be met satisfactorily in any other manner. 
Requirements arise due to progress made on new equipment, weapons, and 
devices; and consequent changes in training doctrines and procedures. Some 
examples are necessary expansions in the fields of Army aviation, and guided 
missiles. Backlogs still exist and are being taken care of as rapidly as possible. 

The distribution of training publications is made as prudently as possible, 
keeping always in mind the actual field requirements. Only the units, schools, 
and headquarters requiring the publication receive a distribution, and full con- 
sideration is given to costs involved. 


PROCUREMENT OPERATIONS 


STATEMENT OF BRIG. GEN. ANDREW T. McNAMARA, OFFICE, 
ASSISTANT CHIEF OF STAFF, G-4 


GENERAL STATEMENT 


Senator Ferauson. What is the current status of Army Supply 
Manuals? 

General McNamara. The number of Supply Manuals required 
by the Army to support its overall logistics mission as of December 31, 
1953, amounted to 8,584. Of these, 85 percent were available and 
adequate for use and 10 percent were under preparation. Attain- 
ment of the present status has required 2 years of sustained effort 
on the part of the technical services. Maintenance of this position 
is of vital importance and requires extension of this effort. This 
maintenance requires that, in addition to preparing manuals for new 
items of supply continually entering the supply system, the effort 
expended to reduce the deficit of required manuals be shifted to revi- 
sion of existing manuals in order to provide supply personnel with 
current F ederal data. 

Senator Ferauson. What benefits have been realized by the Army 
from the standardization program? 

General McNamara. The fundamental objectives of standardiza- 
tion are to increase the combat effectiveness of the military forces 
and to conserve money, manpower, time production facilities, and 
natural resources. 
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The following are a few illustrations of the benefits realized from 
attainment of the objectives of standardization: 

Ordnance Corps reduced the number of standard bolts from 
10,500 parts on 30 drawings to 6,000 parts on 65 drawings. Similarly, 
the number of nuts were reduced from 1,500 parts on 30 drawings 
to 800 parts on 11 drawings. The reduction in parts and drawings 
produces a clearer, more concise set of standards for designers and 
will effect a reduction in the number of bins for these items. 

The engineer supply system through promulgation of Corps of 
Engineers standard lists covering hand tools has eliminated 915 items 
from future procurement requirements. 

The adoption of the locker box as standard in lieu of the locker, 
trunk has resulted in a saving of $9 per locker box. Moreover, the 
locker box permits local construction with noncritical materials. 
Procurement during 1951-53 of the lower cost locker box in lieu of 
the locker trunk resulted in savings CONUS estimated at $7,605,000 
for the 3-year period and demonstrated the adequacy of the locker 
box in actual service. The adoption of the locker box as standard 
will insure continued savings on this item in future procurements. 


ARMY SIMPLIFIED SUPPLY SYSTEM 


Senator Fercuson. Undoubtedly much consideration has been 
given to the stock accounting system by the Department of the Army 
over a period of | years. The system has apparently progressed by 
stages over the years from a manually posted record system to a 
streamlined, electric machine accounting system which appears to 
approach uniformity throughout the Army Technical Services. This 
system is commonly known as the EAM system and was established 
by the Army after enlisting the aid of industrial engineers and a careful 
study and consideration of several accounting systems. The system 
appears to be accomplishing the desired purpose with a minimum of 
personnel. At the present time, however, the Army is in the process 
of reverting back to a type of manually posted record system which is 
known as the simplified supply system. It is being installed piece- 
meal throughout some of the Technical Services. At least two exam- 
ples were found, indicating the new system is more costly and requires 
more personnel to operate. Will you please explain to this committee 
why the so-called simplified system is being instituted in lieu of an 
apparent satisfactory system? 

General McNamara. Yes, sir. With the outbreak of World War II, 
the Army found supply documentation, stock accounting, and report- 
ing techniques practiced earlier to be wholly inadequate. Preparation 
of supply shipping documents by the manual typewriter technique 
bogged down and slowed timely movement of supplies to the fighting 
fronts. ‘Timely and accurate accounting reports on the mass of items 
in the depots and pipelines were required at central points. With 
these problem areas identified, the Army sought a solution. Of 
course, it is now history that the punchecard technique was adopted. 
It was adopted because it offered the best possible answer at the time 
and one which would satisfy the all-important requirements for ac- 
counting, reporting, and supply documentation. 


>?) 
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PUNCHCARD TECHNIQUE 


Successful introduction of the puncheard technique into the Army 
supply system resulted in a network requiring the use of a single name 
brand type of punchcard equipment. This was necessary to unify, if 
only in part, the equipment and procedures employed within a given 

technical service. Mechanization became the watchword as the 
popularity of these processes gained approval. Depots, during the 
war, were merely storage warehouses with responsibility for only 
receipt, storage, and issue. Concepts of accounting then practiced 
dictated that accountability and supporting records be in a close 
proximity to the physical stocks. One would not then dare suggest 
that the responsible officer be separated from the item accountability 
records as is frequently done in these times. 

With the war ended, the technical service continued their punch- 

card networks. Some were required by economy to substitute other 
documentation, accounting, and reporting techniques for, the punch- 
cards. A tie-in of some nature was, of course, maintained. For the 
most part, however, the punchcard system developed during World 
War II continued to exist right up until Korea. During the period of 
1946 through late 1950, no one seriously considered changing a system 
which had stood up so well during a fighting war. An attempt was 
made in 1948-49 to bring about standardization among the several 
technical services. After much research and study, an acceptable 
plan was developed but economy dictated that it be tabled. The 
services did, however, maintain a watchful eye for improvement in the 
name brand equipment which they were using. Fruitful results in 
this respect did not materialize until late 1949 and early 1950. 


OUTBREAK OF KOREAN WAR 


It would be fair and accurate to say that when the Korean affair 
broke out, the several technical services were still utilizing the same 
procedures developed during World War Il. They were still in 
possession of the same models of equipment which were first intro- 
duced. ‘True, while the procedures were basically the same they had 
been modified from time to time to accommodate changing require- 
ments. Likewise, where they still had the same models of equipment 
many modifications and mechanical improvements had come about. 

When Korea did break out, the World War II system with the many 
additional burdens imposed thereon, failed to respond as had been 
a ‘ted. Concern was felt at all levels of supply and especially in 
the General Staff area and at the Office of the Secretary of the Army. 
The pressure of events was, of course, great and time was all important. 
The system in existence, even with its faults, was adequate as a stop- 
gap. A decision was made to have a special consultant study the 
supply accounting and reporting systems. A highly competent, group 
of men with wide supply and management experience were assigned 
to undertake the study. 


ARMY PLANNING AND DEVELOPMENT GROUP 


Based on the information being pointed up by the working com- 
mittee in the field, the Army determined to effect immediate stand- 
ardization and improvement in existing punchcard systems. Men 
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with wide knowledge of supply: procedures were ordered detailed 
from the several operating (technical) services to a committee which 
became known as the Army planning and development group. Time 
did not permit them to wait until the first named committee had 
documented its findings and made recommendations. Since their 
mission was to standardize the puncheard systems, the men assigned 
to the Army planning and development group necessarily had good 
background in the application of punchcard techniques. To avoid 
any possible lack of knowledge on their part, technical advisers of the 
vendor were requested to sit with the committee. These actions were 
finalized during February 1951 and the group began to function 
without delay. 

The conduct of this group did not in any manner affect the first 
named committee which had been in the field since late 1950. The 
Army planning and development group was devoted to the very 
narrow task of improving and standardization of existing puncheard 
systems. ‘The other committee was much more objective in its study 
and was responsible for determining the need for changes or improve- 
ments in the overall philosophy and general policies. 


RECOMMENDATIONS OF WORKING COMMITTEE 


The working committee and advisory panel documented their 
findings in May 1951. Many of their recommendations were imme- 
diately accepted and adopted. 

For the most part these could be integrated without any change in 
the basic system. Other recommendations were less acceptable at 
the time because they involved changes in overall supply philosophy. 
Naturally, there was a reluctance to accept somethmg which has not 
been tried when one remembers that the Army’s principal concern 
was support of troops in Korea. In September 1951, 2 discussion of 
the proposed new philosophy designed to bring about in proved supply 
management was held with the Army policy council. Agreement was 
reached by that body to test those recommendations which had 
promise if such tests could be conducted without supply failure 


SELECTION OF ANOTHER WORKING GROUP 


The Army did not deem it appropriate to saddle this additional 
burden upon the Army planning and development group. The things 
requiring a test were much broader in scope than the group’s mission 
as stated. Since these tests could well affect high level policy, it was 
determined that another working group should undertake the experi- 
mentation and development required to prove the merit of the newly 
advocated philosophy. The men selected were then in General Staff 
assignments, Exch had wide background in supply and operations 
from their earlier assignment in the technical services. The individ- 
uals detailed to the new group had previously served «s officers or 
civilians with the Surgeon General, Chief of Engineers, or the Quarter- 
master General. Their combined experience covered stoc k and supply 
control depot operations in the United States and overseas during a 
time of war. Two of the small group selected were, to say the least, 
qualified technicians in the puncheard accounting field. 
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INITIAL TESTS 


Initial tests under the project, now commonly referred to as the 
simplified supply system, were conducted under the direct supervision 
of the General Staff monitors. The first operation was undertaken 
in April 1952 within the quartermaster section, Utah General Depot. 
Only a small number of items and selected number of customers were 
involved in this initial test. The Quartermaster General assigned an 
officer with a knowledge of both machine processes and supply to 
work at the test site with the General Staff monitors. Later, the 
chiefs of the seven technical services were requested to review the 
developments at Utah in October 1952. 


ADDITIONAL TESTS 


Expansion of the test concepts was accomplished in three other 
services on a voluntary basis. Each of these services set up a single 
depot to test the concepts. The Chemical Corps began a test at 
Utah in September 1952. The Engineers started their operation at 
the Belle Mead General Depot in October 1952, and the Transportation 
Corps began at the Sharpe General Depot in February 1953. The 
Chemical was first to request permission to expand to all other depots. 
The Engineers was next, with Transportation following. Many 
months were devoted to planning. A new supply documentation 
technique involving photography or other means of duplicating was 
adopted for general use within these services starting in September 
1953. Substitutions for puncheard accounting was phased in during 
the last quarter of 1953. Implementation of other test phases has 
progressed during the first half of this calendar year but are not yet 
fully imple mented or tested. Except for normal staff supervision, 
conduct of these several experiments are completely in the hands of 
the Technical Services concerned. Highly competent technicians in 
puncheard techniques are among their staffs. Scope and rate of 
expansion has been left to the initiative of the services concerned. 


EFFECT ON INDUSTRY 


As explained above, the Army adopted the punchcard technique as 
the best medium available at the time. In the ensuing years no basic 
changes took place. Yet, the American industry had developed many 
items of office equipment which offered a great potential to the Army. 
Standardization solely for the sake of standardization had, in the past, 
limited the effectiveness of many procedural applications. The 
Army’s knowledge of the punchcard technique was unlimited. How- 
ever, as far as application of other techniques were concerned the same 
was not true. So with a new philosophy to test, it was only logical 
that the American industry was given an opportunity to offer its 
wares under operating condijions. 

It is interesting to note that as a result of the simplified supply 
project to improve supply operations through self-analysis, the vendor 
of punchcard equipment was stimulated to release a new type punch- 
card machine which will rent for a fraction of the cost of the basic 
unit previously used in depot operations. Two of the machines are 
now available to the Army on a loan basis. One of the machines is 
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installed and being tested at a station. The other machine, modified 
to accommodate the requirements of depot operations, will be installed 
at a depot installation on or about August 1 for test purposes. 

Until more definite advantages are proven, the use of the techniques 
associated with simplified supply system will be limited where it 1s 
now partially or wholly in operation, namely: Engineer, Chemical, 
Transportation, and Quartermaster. Participation of the Quarter- 
master will be limited to the conduct of feasibility tests in connection 
with Ernst & Ernst Report of Survey Accounting Procedures and 
Policies. 

Senator Fercuson. What are the supposed advantages? 

General McNamara. Up to the time the project identified as the 
simplified supply system was instituted, it had been the general 
assumption that the complete use of EAM was more efficient and less 
expensive, systemwide, than any manual method which could be 
devised for recording supply transactions at the depot and reporting 
the necessary data to central supply control points. The complete 
centralization of supply management then in existence demanded 
that each individual transaction be reported to the central point 
even though it be a 5-cent pencil or a quarter-million dollar item. 
Under this situation the central point, for all imtents and purposes, 
was maintaining centrally a stock-bin card for every item held in every 
depot throughout the depot system. To maintain and support this 
elaborate reporting system, punchcard machines with the capacity to 
handle large volumes of transactions with great speed appeared to 
be a satisfactory solution. The transactions were reported and the 
mass of detail was digested by the machines maintained at the central 
point and consolidated reports were prepared on a periodic basis 
usually monthly and sometimes more frequently. These reports 
were prepared even though the central point did not have sufficient 
staff personnel to review, analyze, and take appropriate supply action 
on all the items involved. The machine utilization centrally was 
never critically evaluated nor are these stock control points required 
to maintain elaborate cost accounting systems such as will be found 
in a depot. 

A PERSONALIZED SYSTEM 


The cost of the EAM within the supply system had never been 
seriously challenged within the Army until the project identified as 
the simplified supply system was introduced. The simplified supply 
system was initiated as an experimental-developmental project to 
implement certain recommendations by the former Deputy Under 
Secretary of the Army as an integral part of a comprehensive program 
of self-analysis and self-improvement in supply management. It was 
his contention that there was no way of affixing personal responsibility 
for performance—good or bad—in the Army’s supply system. As a 
result, there was no means of identifying and rewarding outstanding 
performance and, conversely, no identification of individuals for 
unsatisfactory performance. Personal identities, in his opinion, were 
obscured by a maze of mechanical and anonymous subdivisions of 
responsibility. In the area of nonmilitary items, which constitutes a 
substantial portion of the Army’s activity, it was felt that the experi- 
ence of large merchandising chains could materially benefit the Army 
in its handling of identical problems. In principle, the general practice 
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in these large merchandising chains is to more or less centralize the 
buying activities involving negotiation and relationships with sources 
of supply, and to decentralize, in an organized and controlled way, 
responsibility for stock conditions at operating branches. The 
principal reliance is upon the individual ability and judgment of ane 
who work in close proximity to the customers and the stock. Throug 
proper echelons of defined responsibilities, the responsibility for > 
maintenance of a balanced stock condition is delegated and sub- 
delegated, with statistical controls which promptly and specifically 
identify problem areas and the individuals responsible for substandard 
conditions. The reliance is upon individual judgment and ability 
rather than upon mechanical processes and involved formula. The 
emphasis is upon decentralization of responsibility rather than upon 
anonymous centralization. 


BENEFITS OF NEW SYSTEM 


It was his observation that the processes of replenishing non- 
military, commercial type items within the Army were slow, cumber- 
some, uncertain, and contributed heavily toward a tendency to over- 
stock. In his opinion, the benefits resulting from a dynamic inventory- 
control system and depot service would be manpower savings, inven- 
tories soundly reduced at both the depot and station stock levels by 
many millions of dollars, and improved service. Subsequent potential 
advantages would include the possibility of direct shipments from 
manufacturers to station stocks of their principal quantity require- 
ments, with resulting economies in transportation and depot handling 
costs. 

IMPLEMENTING THE SYSTEM 


To specifically implement this concept, he recommended that the 
working reports be cleared of trivia by: 

(a) Assigning to the depot commanders the responsibility for stock 
replenishment of standard, low-unit value, commercially available 
expendable items and all items of infrequent issue. Where the usage 
requirements are relatively stable, the depot commander Gold 
requisition directly upon designated manufacturers under open-end 
or call-type contracts to replenish his stockage objective. 

(b) Apply to such items the simplest possible methods of deter- 
mining the need of stock replenishment, i. e., marked bins, periodic 
stock checks, etc. 

(c) Discontinue all perpetual inventory records and reports on such 
items, and substitute therefor a quarterly stock check report on 
quantities segregated for various mobilization purposes. 

(d) Establish firm policies prohibiting the issue of such items in 
uneconomically small quantities, requiring users to make local 
purchases of quantities too small for economical issue. 

Senator Feracuson. Were field personnel most closely associated 
with the operation of the EAM system consulted? 

General McNamara. No, sir. Two of the General Staff monitors 
were qualified technicians as far as EAM was concerned. With 
specific reference to the initial operation at Utah, the Quartermaster 
General’s representative was also a qualified machine man. However, 
it was not unusual for these men to discuss machine matters with the 
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staff of the local machine-records unit. Likewise, it was not un- 
common for them to consult with special representatives of the 
vendor of equipment in use at Utah. Consultation with the machine- 
records organization at depots was usually unnecessary except for 
matters pertaining to the phase-out of punchcard operations, 


INSTALLATIONS USING THE SYSTEM 


Senator Ferauson. In how many installations is the new system 
now operating? Also, where it is in operation, in what phase is it 
operating? 

General McNamara. In implementation of the system within the 
continental United States, Engineer, Transportation, and Chemical 
Corps depot system, 18 ‘installations are presently using manual 
records, the flexible line item requisition and the associated documenta- 
tion techniques. Two depots (Engineer Section, Columbus General 
Depot, and Chemical Section, Memphis General Depot) are testing 
the flexible line requisition in conjunction with electric accounting 
machine procedures. In the Quartermaster Corps, the Quarter- 
master Section Utah General Depot (the original test point) in con- 
junction’ with the dispersed storage locations at Mira Loma QM 
Depot, Quartermaster Section Sharpe General Depot, and the Quarter- 
master Section Auburn General Depot is now developing a modifica- 
tion of the system recommended by Ernst & Ernst, accountants and 
auditors, system service. 


NEW EQUIPMENT USED 


Senator Fercuson. Is it not true that considerable new equipment, 
such as photographic equipment, had to be purchased? 

General McNamara. Equipment for housing the manual records 
was procured as well as certain limited number of new type reproduc- 
tion machines. Since various types of reproduction processes are 
being tested, the major portion of the equipment is on a rental, 
rental- -purchase basis, or has been loaned to the Government. Since 
everything is relative, it must be pointed out, for example, that within 
the Transportation Corps the estimated equipment cost is $65,000 
whereas there will be estimated savings in annual EAM rental and 
attendant. personnel costs of $84,000. The initial equipment cost 
will not recur. Record equipment for the Corps of Engineers cost 
approximately $65,000. The money spent annually for EAM equip- 
ment rental by that service was several times that amount. 


UNIFORMITY 


Senator Fereuson. Is it not true that there is a lack of uniformity 
in the way the new system is being installed, including different size 
forms, etc? 

General McNamara. Basically, the same principles have been 
followed in the implementation of the system by the technical services 
concerned. However, it is not the intent of the project monitors to 
standardize for the sake of standardization. Differences in volume 
of workload, peculiarities of the commodity handled, operating 
conditions, etc., must be considered. For example, in the Transporta- 
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tion and Chemical Corps, the same record housing equipment is used, 
vet the type of information maintained and the entry spaces on the 
form are different only to the extent that the peculiarities are recog- 
nized. Furthermore, for reporting purposes these two services have 
developed a complete manual system of reporting data to the central 
point. It is a ae duplication of the stock record data. In 
the Engineer and Quartermaster Corps, with a larger number of 
different items involved, an entirely different type of record equip- 
ment is being used. Within the Quartermaster it was definitely 
determined that a different type of record equipment could be used 
more advantageously for subsistence items than that used for the 
other types of commodity items. 

Different types of paper are being used at the present time for the 
requisitions. This is due to the experimentation with ati 
types of reproduction processes. Standardization will be effected i 
this area as soon as the evaluation is completed. 


USE OF MACHINE RECORDS 


Senator Frereuson. Is it not true that even though the simplified 
system is used, it is necessary to convert back to machine records 
somewhere oe ‘the line in order to maintain central stock control 
rec sords? 

General McNamara. Yes, sir. At the present time punch cards 
are used in connection with the central stock control point operations. 
Therefore, to accommodate their present procedures, it has been 
necessary to convert the data being furnished to punch cards. Full 
implementation of the concept envisages decentralization of responsi- 
bility for commercial-type low-unit value, nonmilitary items. When, 
and if, this area is fully implemented, the frequency and volume of 
items to be reported to a central point must be reexamined and the 
most effective, efficient and economical reporting system devised. 


COSTS 


Senator Fercuson. Can you give any sort of a realistic estimate 
as to how much it is costing the Government to throw out the EAM 
system and install the new system? 

General McNamara. It is not the intent of the Army to summarily 
throw out the EAM system and install a new system in its entirety. 
It is very possible, and is indicated in tests to date, that we may have 
two techniques—manual for the small volume technical service and 
EAM for the larger, or a combination of the best techniques of both. 

Unfortunately, total conversion cost of this experimental develop- 
mental project is not available at this time. 


PERCENTAGE OF ERROR 


Senator Frercuson. Will not the percentage of error be greater 
where a manually posted stock record is kept as opposed to a machine 
system? 

General McNamara. No, sir. Whenever and wherever the human 
element is involved errors will be made. Even under highly perfected 
marked-sense puncheard system, if the individual marking the card 
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places the mark in the wrong space, errors will be generated and per- 
petuated if proper controls are not established. In the final analysis, 
the actual verification of correct balances of stocks must be accom- 
plished by physical inventories under any system. At Belle Mead, 
the elapsed time for setting up, taking, and reconciling the inventories 
has been reduced from the time taken under the former punchcard 
method. 
COMPARISON OF COSTS 


Senator Ferauson. How can you justify this system when by your 
own figures it is costing more and requiring more personnel? 

General McNamara. If this question refers back to the costs cited 
‘n the committee’s letter of February 18, it must be pointed out there 
is only one right or scientific way to compare the costs of different 
methods. That is to determine the standard cost of each method 
and compare the standard costs. It is in this way that we cancel 
out any differences in volumes, operating conditions, training, super- 
vision, effort on the part of the employees, peculiarities of the com- 
modity handled, and so forth. Direct comparisons, without canceling 
out all of these differences, can be highly misleading. Unfortunately, 
we do not have the standard costs of either the puncheard method or 
of the manual method. 

The period of time referred to in the committee’s letter (January 
May 1953) covered the initial period of operation at Belle Mead Gen- 
eral Depot under the manual system. New systems never start off 
at maximum efficiency, which is part of the cost of changing systems. 
The punched card method in use at the Medical Section, Atlanta 
General Depot had been improved and perfected over a number of 
years. Furthermore, the costs for the Medical Section as cited in 
the letter did not include the apportioned cost of the electric account- 
ing machine service. 

As further evidence of the misleading impression gained from the 
cost reports without considering the differences in volumes, et cetera, 
the following is taken from the same cost reports: 

(a) Medical Section cost for January 1953 amounted to $15,146 for 
18.601 transactions. The cost for January 1954 was $14,911, a drop of 
only $200, but one-third less transactions or 12,820 processed. ‘The 
cost for April 1954 was $10,094, a reduction of $5,054 from January 
1953— but in April 1954 only 869 transactions were processed which 
according to these figures cost $11.61 per line item. 

(b) At the Engineer Section, Belle Mead, cost for January 1953 was 
¢95 126 for 6,123 transactions. The cost for January 1954 was $9,201, 
a reduction of 63 percent, covering 3,339 transactions. In April 1954 
the cost was $10,562 for 3,711 transactions at an average of $2.84 per 
line item. 

| make reference to these cost reports merely to point out that a 
true comparison can be accomplished only on a standard cost basis. 
To use total costs without canceling out the differences in volumes, 
et cetera, does not provide proper comparative basis. The figures | 
mentioned point out that the conversion costs are no longer reflected 
in the Belle Mead operating costs and they also point out, as far as 
the Medical Section, Atlanta Depot, is concerned, that certain over- 
head expenses under any system do not decrease in proportion to the 
decrease in activity. 
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With reference to personnel, the conversion from EAM to manual 
methods did not require any increase in personnel at any installation 
where adopted. Additional operations, such as the installation of 
financial property accounting, stock fund, and so forth, may have 
required additional personnel, but the basic changeover to perform 
the stock-control mission did not require more personnel. Although 
the committee’s letter listed 4.5 editors at Atlanta Medical Section 
as compared to 10 editors at the Belle Mead Engineer Section, it is 
important that the organizational setup of the 2 operations as well as 
the responsibilities of the editors be understood before drawing 
conclusions. 

COST ANALYSIS 


Senator Fereuson. Under Secretary Slezak has advised the com- 
mittee that a cost analysis is being made at the depot level, for the 
purpose of composing the manual and the machine methods of stock 
control. This committee will be keenly interested in the outcome of 
this cost survey. It is hoped this survey will give consideration to 
the cost involved in discontinuing a going system, the institution of 
a new system, and the training of personnel to operate the new system. 

General McNamara. A cost study is now being conducted to 
determine the actual costs involved in procedural techniques of the 
simplified supply system, as implemented to date, as compared to the 
costs involved under the EAM procedural operations. The committee 
will be provided with a summary of the findings revealed by this 
survey. 

MULTIPLE SOURCES OF FINANCING 


Senator Ferauson. The staff of this subcommittee has developed 
information showing that there is considerable overlapping and 
multiple sources of financing in the Army depot system. For ex- 
ample, at Atlanta it was found that funds for the operation of this 
depot are derived from 13 different appropriations and are channeled 
through 15 different operating agencies within the Army. One of the 
13 appropriations is the appropriation for ‘“‘Maintenance and opera- 
tion.”” This appropriation is divided into 15 budget programs—or at 
least was at the time of this inquiry. Funds from 9 of these programs 
find their way into the Atlanta General Depot, but only after being 
broken down into 45 budget projects at the Army Comptroller level. 
Allocations are made from these 45 budget projects to 6 different oper- 
ating agencies of the Army, who in turn make funds available to the 
depot through a total of 130 allotment accounts. Of course, detailed 
ledger accounts must be maintained on each project, allotment, sub- 
allotment, and so forth, and regular reports are submitted on the status 
of each. 1 will submit for the record at this point a chart showing the 
flow of budget authorizations and fiscal reports for the maintenance 
and operations of this depot. 

(The chart referred to faces this page.) 

Senator Frercuson. It is my understanding that this matter has 
been called to your attention and I should appreciate being advised 
just what the Army has done or proposes to do to remedy this situation. 

Mr. Roprerick. Mr. Chairman, we have been advised of the com- 
mittee’s interest in this matter and I have with me today Mr. L. W. 
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Hoelscher, Deputy Comptroller of the Army. Mr. Hoelscher has 
made an analysis of this problem and has prepared a statement for 
the committee. 

ATLANTA GENERAL DEPOT 


STATEMENT OF L. W. HOELSCHER, DEPUTY COMPTROLLER OF 
THE ARMY 


PROVISION OF FUNDS 


Senator Ferauson. Mr. Hoelscher, would you please give us the 
information you have relative to this problem of providing funds to 
the Atlanta General Depot? 

Mr. Hoetscuer. Yes, sir. J] will deal first with the principal 
feature of the problem, which is the funding of operating expenses 
to the depot in terms of a large number of budget projects. Action 
is under way to improve this situation on an Armywide basis. To 
that end, it is proposed to issue a revised Army regulation which will 
provide for funds to be made available to installations in fewer allot- 
ments. The allocation of funds to operating agencies will generally 
continue to be made in terms of appropriations based upon an annual 
funding program to be issued in terms of budget programs. However, 
it is currently planned that funds made availabie to installations and 
other operating units generally will be controlied on the basis of 
budget programs rather than on the basis of budget projects as is 
sometimes the case at present. There may of course be such addi- 
tional limitations as may be required by congressional stipulation or 
by administrative determination of the Secretary of the Army or 
higher authority. The application of this concept would result in 
substantial reduction in the number of allotments made to installations. 

Considering the particular case of Atlanta General Depot, however, 
it is necessary to recognize that general depots by their nature are 
required to utilize a number of sources of funds. As you are aware, 
the general depots are operated by the Quartermaster General, but 
each of the constituent units of the depot has its own mission respon- 
sibilities. The several technical services may, therefore, be compared 
to the individual firms occupying a private ‘ly owned warehouse facility 
which provides common services. The Quartermaster General pro- 
vides the funds for the principal depot operations and the Continental 
Army furnishes funds for installation support. Further, as you know, 
the Surgeon General furnishes the medical services to the facility. 
Even so, the tenant technical services must provide funds for those 
activities which are their specialized responsibilities. 

The sources and channels of funds should, of course, accord with 
the nature and channels of responsibility. And it is, accordingly, 
appropriate that each of the operating agencies should pay for its own 
particular mission responsibilities. On the other hand, it is considered 
desirable to provide optimum flexibility in the financing ofg general! 
operating costs. With those considerations in mind, the Army is 
contemplating the possibility of operating general depots on an in- 
dustrial fund basis, in which case each participating Technical Service 
would pay its proportionate cost of the operation of the depot instead 
of having such costs carried by the Quartermaster and the Continental 
Army as at present. This possibility is still in the early study stages 
and its practicality has not been determined. 
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STUDY OF FINANCING 


The Army is also studying the desirability of eliminating one of 
the sources of financing for class II installations (such as depots) by 
channeling all funds through the responsible technical services. At 
the present time, some of the funds are provided through th» Con- 
tinental armies. In the case of the Atlanta General Depot, this 
change might be achieved either by the establishment of an industrial 
fund as just mentioned, or by assignment of support resvonsibilities 
(overhead, maintenance, and utilities) to the Quartermaster General. 

It is recognized, however, that there are sources of funding presently 
emploved which would not be affected by changes of the kind just 
outlined. Reference is made to cross-funding from other depots and 
installations. A special study will need to be made of this problem. 
It is not planned to go into the matter at this time, however, because 
the establishment of stock funds, which is now in process, will change 
the general setting and because there is need for other actions which 
should be given priority. 

The number of appropriations utilized in financing a general depot 
is of course determined, in part, by the appropriation structure of the 
Army, in part by the number of non-Army appropriations affected, 
and in part by the nature of the activities carried on at the depot. 
Six of the thirteen appropriations referred to are Army appropriations, 
the others being “Air Force” and ‘Foreign Aid.”’ Except for its own 
appropriation structure, the Army has no influence on the number of 
appropriations utilized as sources of funds. While the situation may 
result in some restrictions on operations, it is not considered appropri- 
ate for action to be initiated by the Army. 

In view of the proposed action regarding funding practices as set 
out above, it is anticipated that during fiscal vear 1955 the number 
of allotments to Army installations will be substantially reduced. 
The principal reduction in number of allo‘ments would be made 
within the “Maintenance and Operations” appropriation. Under 
present plans for funding by budget programs, it is expected that for 
the Atlanta General Depot the maintenance and operation allo‘men‘s 
from the five technical services and the Third Army (other than cross- 
allotments from other ins‘allations) would total 27. This chanze 
would constitute a major step in reducing the complexity of funding, 
bearing in mind that a general depot is in itself a multiple installa‘ion. 
Subsequent actions ot the kinds outlined as being under consideration, 
would further reduce the number of allotmen‘s. It now appears that 
further changes of this kind may be made during the ensuing fiscal 
vear. 

Senator Fereuson. Isn’t it so that this cross-financing or multiple 
funding is due, to some extent, to the manner in which the technical 
services in the Army are organized? 

Mr. Horiscurr. Yes, Mr. Chairman, to some extent. However, 
we beligve that we can eliminate the undes‘rable aspects of the situ- 
ation without extensive changes in organization structure. I have 
outlined the initial step being taken to reduce multiple funding and 
have indicated additional possibilities under consideration. With 
respect to cross-funding, we anticipate some of that wil] be eliminated 


with the full installation of stock funds. Cross-servicing of o‘her 
military departments and the furnishing of goods and services for 
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foreign assistance inevitably requires funding from the requisitioning 
sources to cover the orders placed. 

In summary, while it is true that cross-financing and multiple 
funding is due, to some extent, to the manner in which the technical 
services in the Army are organized, I do not think the organizational 
pattern, subject to the modifications indicated, presents a barrier to 
the realization of our mutual objectives. 

Senator Ferauson. Don’t you think it would be possible to save 
many millions of dollars within the Army by clarifying the budget 
and financial structure through consolidation of all costs incident to 
the accomplishment of a specific job or objective into an identifiable 
project? Certainly this is the opinion of many of your people in the 
field who have to deal with this problem. 


IMPROVEMENT IN FINANCIAL MANAGEMENT 


Mr. Horetscuer. I certainly think, Mr. Chairman, that improve- 
ments of the financial management system will facilitate efficient 
management. One important step which can be taken now to that 
end is simplification of the funding structure, the need for which you 
have pointed out so graphically. We realize, also, as you do, that 
there are many other steps required to establish the kind of budgetary 
and eed 1 financial management system that we all are working 
toward. We are confident that the objective can be achieved, but 
we have not as yet had sufficient experience with actual application 
of the principle to gauge the savings which might result. 


MEMPHIS DEPOT 


Senator Frrauson. I was amazed to find that in the Memphis 
Depot some 165 different reports must be submitted at varying periods 
of time in connection with the existing system. The number of re ports 
at Atlanta must far exceed this number since it is a larger installation. 
Cannot something be done to reduce this reporting problem? 

Mr. Hore.scuer. The 165 reports which occur at the Memphis 
Depot cover the entire range of activities. In order to catalog more 
specifically the kinds of data available and to facilitate keeping the 
reporting structure current, each separate specific reporting require- 
ment is identified as a separate report. Thus, the various reports 
listed among the 165 range from daily to annual in frequency of 
submission and from 10 minutes to 1,300 man-hours in preparation 
for submission. The Army has been, and continues to be, conscious 
of its reporting workload and operates a worldwide system not only 
to review carefully each new reporting requirement but to evaluate 
thoroughly, at least once each year, each established report. Never- 
theless, it is believed that even more improvements can be made and 
one of the special projec ts within this system which is planned for the 
next fiscal year is a field study of reporting at selected installations. 


BUDGET PROGRAMS 


Senator Ferguson. I am told that you have recently increased the 
number of budget programs under the Maintenance and Operation 
appropriation from 15 to 17. Will this not further complicate, rather 
than simplify the existing problem? 
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Mr. Hortscuer. We have adopted certain modifications of the pro- 
gram structure in the Maintenance and Operation appropriation in 
order to improve control of funds during the fiscal year. This new 
structure of 17 programs, however, should not affect funding pro- 
cedures with regard to depots. For example, the program entitled 
“Evaluation Systems” is not used to allot funds to depots, nor is the 
program “Miscellaneous Program Support.” In addition the program 
“Other operational activities,’’ which has been added, does not affect 
depots, but only certain minor specialized activities. On the other 
hand, we have broken out the former installation support program 
into two programs—one concerning support of administrative activ- 
ities and the other for support of logistics activities. This breakout 
will permit more effective analysis “and control by the responsible 
organizations at the Department of Army level (G—i and G—4, respec- 
tively) 

In brief, then, I do not believe that this increase in number of pro- 
grams under maintenance and operation will complicate the funding 
problem at general depots. However, this change might cause an 
increase in the number of allotments at other types of installations, 
but it should not be substantial and should be offset by advantages 
in better analysis of the status and use of funds and, therefore, in 
more effective administrative control. 

Senator Fercuson. I do not desire to in any way hinder the Army 
operations, but I have in mind including language within the appro- 
priation bill to focus attention upon this and like matters in hopes of 
eliminating such redtape and costly procedures as apparently exist. 
I should like to have your suggestions and comments as to what you 
think this committee might do along these lines. 

Mr. Roperick. We certainly appreciate your interest, Mr. Chair- 
man, in this matter which is also, of course, of great interest within the 
Army. I believe that present legislation gives us a great deal of 
flexibility in this area of distributing funds to our operating units. 
The principal consideration, which to a large extent influences the 
kinds of controls we utilize, is our desire to assure that funds ap- 
propriated by Congress are used efficiently and for the purpose for 
which they were appropriated. This, I’m sure, will always require a 
close scrutiny of and a full accounting for funds, and of the purposes 
of ob'igations and expenditures down to the lowest levels of operation. 


BROADER METHOD OF ALLOTMENT 


However, within that need, we hope that we can introduce changes 
and improvements which will reduce the burden of accounting and 
reporting. As Mr. Hoelscher has explained, we are studying the pos- 
sibility of channeling all funds th 1rough the technical services and 
thereby eliminating the continental armies as a source which provides 
funds to depots and other class II installations. Also, during the 
coming fiscal year, we plan to make funds available to all installations, 
generally, on a budget program rather than a project and subproject 
basis. This broader method of allotment should significantly reduce 
the number of allotments to these installations. And in addition there 
is the possibility ot using the Army industrial fund to finance the opera- 
tion of general depots, as mentioned by Mr. Hoelscher. There is an 
enormous problem of integrating our cost accounting systems into the 
framework of our budgetary system. We intend to push forward on 
these and many other matters during fiscal year 1955. 
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We shall certainly welcome further evidence of your interest and 
support in the improvement of financial management in the Army. I 
have no specific suggestions to ms ake except to reiterate that it is most 
important to bear in mind that while the general objectives are clea 
they can be achieved only through diligent and on-the-ground w a by 
competent technical staff working with the operators. For that rea- 
son, I respectfully request that whatever language you incorporate in 
the appropriation bil] be directed to broad objectives, rather than 
specific means. 

DEPOT MAINTENANCE PROGRAM 


STATEMENT OF COL. CHARLES W. MORGAN, OFFICE, ASSISTANT 
CHIEF OF STAFF, G-4 


COST OF PROGRAM 


Senator Ferauson. What is the relative cost of this program as 
compared with the replacement value of the equipment repaired? 

Colonel Morgan. The overall cost of the depot maintenance pro- 
gram, which includes cost of repair parts consumed, is $267,448,026. 
Replacement value of the equipment to be rebuilt is $1,625,434,871. 
This is a return of $6.08 for each dollar expended. L abor and tech- 
nical assistants’ costs in this project amount to $134,643,000. 


WORK MEASUREMENT IN THE ARMY DEPOT SYSTEM 


Senator Frrauson. Has the Army initiated a plan for work mea- 
surement in the depot system? How does it operate? 

Colonel Morcan. Work measurement was first installed in Army 
depots during World War II. It did not cover all functions and was 
not applied in a uniform manner by the different technical services. 

In 1947 a uniform cost accounting procedure which included work 


measurement was installed in the Army depot system. This pro- 
cedure, which is still in operation, provided for the reporting, in man- 
hours and dollars, of all functions or activities at a depot. The cost 


information developed is used for three principal purposes as follows: 

(a) Fiseal: To provide a record of costs chargeable to each project, 
which is maintained at the installation, in sufficient detail to clive 
an adequate basis for development of budget estimates. 

(6) Management: To furnish cost information for purposes of 
administrative control and for use by headquarters in the analysis 
of operations and trends. Costs reported follow a uniform classi- 
fication in order that consolidated tabulations may be made by 
headquarters and in sufficient detail that variations may be discovered 
and explained. 

(c) Statistics: To accumulate statistics on the costs of depot and 
station activities, for use in determining whether current cost repre- 
sent the minimum expenditures which are consistent with good 
operating practice. ‘To make studies for the purpose of comparing 
the cost of performing an activity by the Army with those of commer- 
cial facilities, 

Uses of work measurement data: 

(a) To determine excess personnel. 

(b) To estimate future personnel requirements 

(ec) To determine job completionjtime. 
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(d) To analyze out-of-line performance, 

The Department of the Army is installing an armywide work 
measurement system. The exisiting depot cost accounting system 
will be integrated with this system. It will provide a uniform method 
of determining standards at installation level. 


SPARE PARTS INVENTORIES 


Senator Fercuson. What action has been taken to reduce and 
balance Army spare parts inventories? 

General Coru.ia, Based on detailed guidance designed to reduce 
and balance Army spare parts inventories, a minimum of two inspec- 
tions during fiscal year 1954 is being conducted at each spare parts 
supply control point. The guidance requires a minimum of two re- 
views a year for each item and prohibits procurement of items that 
are in excess of 3 months’ peacetime force requirements, plus a mobil- 
ization reserve equal to requirements at combat rates for D—D-+3 
for military type items. During fiscal year 1954 the Army will 
procure approximately 26 percent of estimated fiscal year 1954 issues. 
In fiscal year 1955 only 36 percent of all issues will be replaced by 
new procurement, and 64 percent of the issue demands will be filled 
from stocks on hand and from stock recovered through repairs and 
from returns. 

REPAIR PARTS INVENTORY 


Senator Ferauson. What progress has been made during fiscal 
year 1954 in reducing the dollar investment in repair parts inventory? 
pe General McNamara. The Army has estimated a $1,427 million 
reduction during fiscal year 1954 in the investment for repair parts 
on hand and on order in CONUS depots. During the first half of 
this year, the actual reduction was $814 million, or 57 percent of the 
forecast. 

MEDICAL CARE 


Senator Feracuson. I will submit for the record a letter received 
by Chairman Bridges urging the continuation of the Murphy Army 
Hosvital, Waltham, Mass. 

(The letter referred to follows:) 


Post No. 18, FeperRaAL EmMpLoYEES VETERANS AssoctaTION, INc., 
Waltham 54, Mass., May 5, 1954. 
Hon. Stytes Bripces, 
Senate House Building, Washington, D. C. 

Dear SENATOR Brinces: As you know, the Hovse pessed the Defense Depart- 
ment appropriation bill on April 29 end en emendment was adopted which 
would increase by $3,543,986 the funds by the Department of the Army to 
continue the operetion of the Murphy Armv Hospitel. 

This amendment is dre to come before the Senete Appropriations Committee 
of which you are a member. We world like to remind you that this is the only 
Army hospital in the First Army area; while in the Fonrth Armv area there 
are 3 Army hospitels, 1 being the Army end Navy Hospital of Hot Springs, Ark. 
Furthermore, the retio of inductees in the New Enelend ares. is abont 3 times 
that of Arkanses with 3 out of 10 inductees being rejected while in Arkansas the 
fig re is abort 7 out of 10. 

Trusting that you will vote a favorable decision on our behalf to keep Murphy 
Army Hospital open, we are 

Yours sincerely, 


Davin J. Donanur, 
Vice Commander. 
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Senator Ferauson. How many of the so-called long-term Army 
patients have been transferred to Veterans’ Administration hospitals 
during the past fiscal year and approximately how many will be 
transferred during fiscal year 1955? 

General Hays. It is estimated that 2,200 long-term Army patients 
will be transferred to Veterans’ Administration hospitals during the 
current fiscal year and approximately the same number will be trans- 
ferred in fiscal year 1955. 


ADMINISTRATIVE OVERHEAD AT INSTALLATIONS 


Senator Ferauson. What has the Department of the Army been 
doing to reduce the costs of administrative overhead? 

General WesTMORELAND. In fiscal year 1954, the Department of 
the Army will require 1,565 man-years less for administrative services 
(post headquarters and staff activities) than it did for fiscal year 1953; 
and 1,075 man-years less in fiscal year 1955 than it did in fiscal year 
1954. 

The closing of installations will, of course, account for approxi 
mately 48 percent of the reduction in fiscal year 1954 and 75 percent 
in fiscal year 1955. The balance of this reduction can be attributed 
to the efforts of the manpower survey program. Through the con- 
tinuing use of the survey method of determining personnel require- 
ments, the Department of the Army expects to realize these reduc- 
tions, over and above those anticipated by closing installations, 
by: (1) Achieving more uniformity in staffing, (2) improving organi- 
zation by eliminating unnecessary services and needless compart- 
mentalization, and (3) relating manpower requirements more directly 
to workload. 

ACTIVITIES AT FORT SLOCUM 


Senator Fercuson. Last year it appeared that Fort Slocum was a 
rather expensive installation to remain activated for support of certain 
schools. In view of this, would you give the committee a statement 
as to the status of this situation as it exists today? 

General Coie iazier. During the past year the Armed Forces 
Information School at Fort Slocum which served all of the services 
has been discontinued. Instead, an Army Information School is 
being operated at Fort Slocum. The authorized staff of the school, 
which formerly totaled 221, has been reduced to 119. To further 
increase the utilization of the installation, a NIKE battery and 
operation control center will be based at Fort Slocum. 


VEHICLE MAINTENANCE COST 


Senator Frrauson. What has been done to reduce the cost of 
vehicle maintenance? 

General CotGLazier. We will prepare a statement on this matter 
to be inserted at this point. 

(The information referred to follows:) 
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STATEMENT BY Assistant Curer or Starr, G-4 


The Department of the Army is engaged in a vigorous overall management con- 
trol of general transport administrative vehicles to reduce maintenance costs. 
The following policies have been established: 

1. Revision of maintenance procedures: 

(a) Reduction in the frequency of maintenance inspections of vehicles 
from 1,000 miles, or 60 days, to 2,000 miles, or 90 days; from 6,000 miles, or 
6 months, to 6,000 miles, or 12 months, whichever occurs first. 

(b) Deletion of numerous inspections from the 2.000 mile, or 90-day, 
inspection and performing them only during the 6,000 mile, or 12 month, 
inspections. 

(c) Adoption of the practice of maintaining vehicles only in a safe and 
operating condition and the discontinuance of the following operations: 
Removal of minor dents and paint damage; disassembly of components for 
inspection; painting and washing requirements which serve for appearance 
purposes only; and the postponement of minor repairs which can wait until a 
scheduled maintenance operation without affecting safety or serviceability. 

(d) The use of modern testing equipment to reduce time and cost of 
vehicle inspections. 

2. Utilization of commercial-type vehicles to the maximum extent in that— 
commercial vehicles have less special equipment than tactical vehicles, thus 
eliminating maintenance requirements on such items; normal commercial channels 
are used for the supply of repair parts, eliminating warehousing and distribution 
costs as well as a large investment in parts stock; commercial parts are of lower 
cost than corresponding items for tactical vehicles; less mechanical and operating 
skill required on commercial type vehicles, with subsequent reduction in damage 
and resultant maintenance cost. 

3. The utilization of commercial facilities and services when to the best interest 
of the Government. 

4. The maximum utilization of a minimum number of vehicles. 


INDUSTRIAL MOBILIZATION 


Senator Fercuson. Give a breakdown and explanation to justify 
the increase of $13,264,000 for industrial reserve. In 1954 the amount 
was $18,562,000. You are requesting $31,826,000 for 1955. 

General CoLaiazrer. The increase is in each of the three mainte- 
nance and operations projects for industrial mobilization with 
$12,119,410 for the maintenance of Army reserve industrial plants, 
$983,701 for the maintenance of reserve production equipment, and 
$160,889 for miscellaneous activities. The two larger amounts total- 
ing $13,103,111, 99 percent of the increase, is needed to maintain 
the greater Army-owned idle production capacity made inactive by 
the cutback in procurement. The funds will be used for maintenance 
of 53 plants compared to an average of about 44 during fiscal year 
1954. In addition to the larger number of plants and pieces of pro- 
duction equipment requiring standby maintenance in fiscal year 1955 
the amount of idleness in many plants will be greatly increased. The 
proposed distribution of the $19,126,000 for the maintenance of in- 
dustrial facilities and the percentage of idle capacity by specific plant 
are furnished on pages 1500-1503 of the maintenance and operations 
classified supplement. The amount for each plant was determined 
by multiplying the number of square feet of idle capacity by 50 cents. 
Nearly all of the third increase is needed to complete the inventory 
of Army-owned production equipment and to keep the records current. 
These funds will be used to obtain the best practicable readiness for 
the production of mobilization military requirements. 

Senator Fereuson. Are we broadening our industrial reserve base 
or is it being reduced? 
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General CoLaeLazier. In the sense of broadening the base by build- 
ing or expanding industrial facilities or by purchasing production 
equipment, these funds are not applic ‘able as they are to be used 
entirely for maintaining the base in existence. In the sense that the 
Army will obtain additional mobilization production ¢ apacity through 
more thorough planning and development of tentative schedules of 
production, the base is being broadened to a slight degree. Even 
though the capacity of the Army's mobilization base is increasing 
slightly through this more concentrated planning with private indus- 
try, the res adiness (time needed to deliver items) is decreasing as more 
and more of the operating base is being laid away following the ter- 
mination of procurement. 


OTHER OPERATIONAL ACTIVITIES~-—-TOTAL 


STATEMENT OF COL. M. N. LEVENICK, BUDGET DIVISION, OFFICE, 
COMPTROLLER OF THE ARMY 


REDUCTION IN REQUEST 


Senator Ferauson. What is the reason for the substantial reduction 
between the $14.5 million you are requesting in this program for 
fiscal year 1955 and the $42.5 million required for fiscal year 1953 and 
the $30.9 million estimated for fiscal year 1954? 

Colonel Levenicx. The reduction of $28 million as compared with 
fiscal year 1953 and $16.4 million as compared with fiscal year 1954 
reflects primarily the cessation of hostilities in Korea during the early 
part of the current fiscal year, and recognition of $4.3 million in 
deutschemark equivalent. 


PROCUREMENT AND PRODUCTION 


STATEMENT OF MAJ. GEN. R. W. COLGLAZIER, JR., DEPUTY 
ASSISTANT CHIEF OF STAFF, G-4, FOR PLANS AND PROGRAMS 


imounts available for obligation 


1953 actual 1954 estimate |, 1955 estimate 
Appropriation or estimate - - - $2, 736, 000, 000 | $3, 224, 633, 000 
Prior year balance availabk 1, 712, 956, 807 $4, 087, 580, 807 
Prior year balance reappropriated 1, 373, 689, 941 
Recovery of prior year obligations 800, 000, 000 100, 000, 000 
Reimbursements from other accounts 1, 097, 551, 559 650, 000, 000 550, 000. 000 
Total available for obligation ae 5, 207, 241, 500 6, 387, 589, 807 4, 737, 589, 807 
Balance available in subsequent year 1, 712, 956, 807 4, O87, 589, 807 2, 237, 589, 807 
Obligations incurred 3, 494, 284, 693 2, 300, 000, 000 2, 500, 000, 000 
Comparative transfer from ‘‘Maintenance and opera- 
tions, Army’”’. whe 24, 056, 665 70, 348, 000 


Total obligations... 3, 518, 341, 358 , 370, 348, 000 | 2, 500, 000, 000 
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Obligations by activities 





Description 1953 actual 1954 estimate | 1955 estimate 


Direct Obligations 


1, Major equipment 4 — $466, 835, 545 $525, 749, 000 $560, 000, 000 
2. Ammunition and guided missiles 2, 505, 431, 556 8 +4, 693, 000 996, 000, 000 
3. Industrial mobilization__- doe j 382, 193, 788 | 349, 906, OCO 400, 000, 000 

Total direct obligations Sank 2, 420, 789, 799 | L 720, 318, 000 | _1,9 50, 000, 000 
Obligations Payable Out of Reimbursements From Other | pone 4 7% 

Accounts | | 

1. Major equipment 985, 391, 368 | 481, 600, 000 | 450, 000, 000 
2. Ammunition and guided missiles 111, 960, 072 168, 306, 000 | 100, 000, 000 
3. Industrial mobilization __. 200, 119 94, 000 os 


Total obligations payable out of reimbursements 


from other accounts_. 1, 097, 551, 559 650, 000, 000 | 


550, 000, 000 


Total obligations 3, 518, 341,358 | 2,370,318,000 | 2, 500, 000, 000 


FISCAL YEAR 1955 BUDGET ESTIMATES 


Senator Ferauson. Will you proceed, General? 

General CoLtGiazier. Mr. Chairman, gentlemen, the Army’s fiscal 
year 1955 budget estimate includes no new funds for the procurement 
and production appropriation. We plan to obligate $2.5 billion in 
this appropriation next year. Of this amount, we expect $1.95 billion 
to come from Army funds carried over from prior years; and $550 
million to come principally from reimbursements by the mutual 
defense assistance program. 

The fiscal year 1954 procurement and production appropriation 
provided, for the first time, for advance financing of combat consump- 
tion in Korea. The appropriation was requested and granted upon 
the understanding that if combat ended during the fiscal year, the 
savings would be applied to reduce the budget for fiscal year 1955. 


PRODUCTION SCHEDULES REVISED DOWNWARD 


When he appeared here a year ago, General Palmer advised you 
that the deliveries upon which our fiscal year 1954 plans were based 
“may have to be reduced if the expenditure objectives mentioned by 
the Secretary of Defense are to be met.’’ There have been three 
major downward revisions of Army production schedules since. The 
first major revision, in June 1953, scaled down the production sched- 
ules for many items below the fiscal year 1954 budget plan, but still 
provided for support of combat in Korea at authorized consumption 
rates. Immediately after combat ended, we made another review 
and again reduced scheduled deliveries, especially of high combat- 
consumption items. 

In December 1953, the Secretary of Defe nse directed a third review 
of production schedules, conforming to the “new concept for planning 
and financing our national security program”’ described in the Presi- 
dent’s budget message. Under this concept, our objective is not to 
achieve maximum readiness by an “assumed fixed date of maximum 
danger” but to provide for “a strong military position which can be 
maintained over the extended period of uneasy peace.’”’ The Secre- 


tary of Defense directed “immediate and appropriate action to imple- 
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ment the approved long-range plan’ and established expenditure 
objectives for the Army in consonance with it. 

As a result of these three reviews, deliveries of Army materiel have 
been cut back sharply in comparison with plans of a year ago. These 
deliveries had risen rapidly during fiscal year 1953 and reached an 
average monthly rate of almost $600 million in the fourth quarter of 
the year. The fiscal year 1954 budget plan assumed that the rise 
would reach a peak of over $650 million per month in the first quarter 
of that fiscal year. Deliveries were then expected to fall off gradually, 
reaching about $400 million per month by the end of the third quarter 
of fiscal year 1955. At that time, deliveries of all except the longer- 
than-normal leadtime items would have been completed and the level 
of production from then on would depend on funds appropriated for 
fiscal year 1955. 

Instead, under the new production schedules, deliveries at the 
present time are averaging about $400 million per month or more than 
$150 million per month lower than the fiscal year 1954 budget plan. 
They continue to fall through fiscal year 1955 and the first half of 
fiscal year 1956. 

As revised, deliveries in fiscal year 1955 will be approximately $3 
billion below those envisioned in the fiscal year (1954 budget plan. 
This decrease is well over half the reduction of $5.3 billion in total 
Federal Government expenditures, and over sean dasathe of the re- 
duction in national security expenditures, which have been made in 
moving from the plans of a year ago to the current plans. 

The expenditure rate continues to decline, although at a slower 
pace, through fiscal year 1957. By the end of that fiscal year, de- 
livery rates will be below $200 million per month. This is less than 
one-third the peak rate reached in the fourth quarter of fiscal year 
1953. 

Funds already appropriated plus expected reimbursements are 
sufficient to pay for deliveries now planned through fiscal year 1957 
and part of fiscal year 1958. 


MATERIEL REQUIREMENTS AND CAPABILITY 


As the President stated last May, “Tt is a military fact that there is 
no such thing as maximum security short of total mobilization of our 
national resources.”’ Since this is not feasible, the long-range program 
for each servic e must be based on ‘‘calculated risks which are prudently 
reasoned,”” Under this policy, the new Army production plans do 
not envision full materiel readiness for a global war at any time in the 
forseeable future. 

Over the next 3 years there will be a gradual increase in physical 
assets on hand and’an increase of less than 10 percent, dollarwise, in 
total materiel capability. By the end of fiscal year 1957 we will still 
be short of the estimated requirements in the first year of a global 
war, considering the composite of stocks on hand and capability to 
produce during the first year of war. Furthermore, we will not be 
uniformly in the same state of readiness with respect to all items of 
supplies and equipment. There are wide variations. 

At the one extreme, for example, our current plans provide for little 
or no mobilization reserves of some tactical and support vehicles, boats 
and harbor craft, and materials handling equipment. At the other 
extreme, stocks of most major weapons other than combat vehicles 
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and tanks should be close to full reserve requirements by the end of 
fiscal year 1957. 

Tanks (along with other combat vehicles) present a difficult prob- 
lem. They cost a great deal. Any given model may become obsolete 
if the “extended period of uneasy peace” runs into many years. It is 
our considered judgment that we should, for the present, maintain a 
limited production of our best present type while continuing to develop 
models which may be superior, as the nature of the future battlefield 
reveals itself. 

We shall continue production of Army aircraft and guided missiles 
at the rates planned in the fiscal year 1954 budget. 


AMMUNITION DELIVERIES 


The greatest single monetary reduction has been made in planned 
deliveries of ammunition. You will recall that the fiscal year 1954 
budget provided for ammunition to be produced at rates which would 
support Korean combat at the full authorized rates of ammunition 
supply. We advised you during last year’s hearings that, as soon as 
combat ended, we would reduce ammunition deliveries as rapidly as 
feasible to the minimum sustaining rates for the existing production 
base. We estimated that, if the decision to cut back were made on 
July 1, 1953, ammunition deliveries through the lead time into fiscal 
year 1956 would be reduced by about $1.6 billion below the amounts 
provided for in the fiscal year 1954 budget. We now estimate that 
deliveries in that period will be $2.25 billion below the amounts 
planned. Reductions conform to the concept stated in the Presi- 
dent’s budget message, which I quoted before, to provide for a “strong 
military position which can be maintained over the extended period 
of uneasy peace.” 

General Medaris of the Ordnance Corps is here and is prepared to 
furnish such details as you may desire on ammunition schedules. 
In general terms, the mobilization reserve stocks will increase gradu- 
ally over the next 3 years, using funds heretofore appropriated. The 
rate of improvement will be slower than we anticipated a year ago, but 
conversely, if funds are made available, the production base will not 
have to be closed down so soon. For most items, the full mobilization 
reserve will not have been acquired by June 30, 1957; and in the case 
of some major items, not for several years beyond that date. The 
telescoping of three reviews in a few months has necessitated a rather 
summary course of action thus far. Over the long pull, considerable 
readjustment to achieve a better balance is to be expected. 


WARTIME AID TO ALLIES 


If war comes, we plan to fight with allies. Our prospective allies 
cannot furnish all the materiel that will be needed to support the 
troops we count upon them to put in the field. Our war reserves 
and production base calculations, however, relate only to the needs 
of United States forces. 

No account is taken of the demands that will certainly be placed 
upon the United States Army to furnish materiel to these nations 
from its own limited reserves. As the Chief of Staff has stated, the 
problem is particularly acute in the case of ammunition. Under the 
mutual defense assistance program, the United States is providing a 
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limited war reserve of ammunition to our allies, is assisting in main- 
taining the allies’ production base through our offshore procurement, 
and is financing part of the cost of new facilities in allied countries. 
However, the total productive capacity of our European allies, when 
operating at full wartime rates, will still provide for only 25 percent 
of their estimated combat requirements for ammunition and if we do 
not make up the difference the shooting will soon be over. 


THE INACTIVE PRODUCTION BASE 


We can decrease our stocks of mobilization reserves required to be 
on hand before war begins, in the amount that we increase our capa- 
bility to produce the same items after war begins. The condition of 
our production base is thus a major measure of our state of readiness 
for war. 

By the end of fiscal year 1957 our production base will be producing 
at only one-third the peak rate reached in fiscal year 1953 and less 
than one-half of the present rate. The more we close down our active 
production base in this way, the more important it is to preserve an 
adequate inactive base, consisting partly of Government facilities in 
standby and partly of private industrial facilities with whom we have 
prearranged plans for war production. 

Our programs to maintain and expand production capacity there- 
fore have three main objectives: (1) To take care of our existing large 
investment in facilities and equipment; (2) to acquire some additional 
facilities and equipment to round out the production base; and (3) to 
prearrange with industry all possible shortcuts in expansion of wartime 
production. 

Existing facilities and equipment.—The importance of proper main- 
tenance of reserve facilities is illustrated by the Korean war. After 
the fighting started, we spent approximately $1.7 billion on Govern- 
ment-owned production facilities, over 40 precent of which went for 
the rehabilitation of plants. For example, we spent $28 million to 
rehabilitate the Sunflower Ordnance Works, divided about evenly 
between buildings and equipment, and representing about 40 percent 
of the original cost of equipment, and about 12 percent of the original 
cost of buildings. Provision of adequate maintenance funds between 
1945 and 1950 would have saved most of these rehabilitation costs and 
the plants would have been in production months earlier. 

As of June 30, 1954, the Army will have a total of 112 reserve plants 
at its disposal. Of these, 92 will be under direct Army control in the 
departmental industrial plant reserve and the remaining 20 will be in 
the national industrial plant reserve. 


Status of Army reserve plants as of June 30, 1954 


Week Shanta ss 2 oe. 1D. PSR EL ve ade see edt 112 
National industrial plant reserve (assigned to MUNG)... asts.. dire tevin 20 
ASUVO TAUNISIONS PROGUGHOR. 65.0. <.0<c sce c-<cceucew AD 
a A a I 10 
Departmental industrial plant reserve_.................._---- oe 
Active munitions production. -................-..-.--- 58 
SUMNRIVO 551650 2 ai dee cues Sous ond dk 34 
(a) Rehabilitated and laid away__........._--- 10 
(b) Leased to industry._..___.____- SE cacnmae 4 okie 4 
(ce) Used fot other purpdies.. .. 2. 5 
(Sy BeOS UG. SA a se elk fuse | Se 
(e) Under construction ih 2 


(f) Undergoing modification. ..............--- 1 








490 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


Of the 58 departmental reserve plants which are expected to be 
active on June 30, 1954, a number will become imactive during fiscal 
year 1955 and subsequent. years as the volume of materiel production 
isreduced. Of the 34 inactive plants, only 10 have been rehabilitated 
and laid away. Rehabilitation for layaway is required for the other 
currently inactive plants and for additional plants as they become 
inactive in the next 2 or 3 years. 

In addition to complete plants, the Army owns approximately 
125,000 pieces of major production equipment, including machine 
tools. The Production Equipment Records Unit (PERU) at Rock 
Island, Ill., keeps a complete record of each piece of equipment in all 
the technical services and exercises central control over this equip- 
ment. In event of war, this agency will direct an orderly controlled 
distribution of this equipment to munitions manufacturers, under 
uniform priorities and procedures. 

On December 31, 1953, 9,000 of these 125,000 pieces of Army-owned 
equipment were in storage, and 12,000 more were in process of lay- 
away. We expect to lay away a total of 32,000 pieces of equipment 
during fiscal year 1954; of these we estimate that about 26,000 will 
be stored at contractors’ plants, 3,000 in Government-owned storage 
near the plants, and 3,000 in central Government warehouses. That 
is, We are contracting to store most of our equipment at contractors’ 
plants, with arrangements either to keep the entire production line 
intact or to disassemble and store it on site; and we prefer this to 
removal and storage in Government warehouses. The contracts are 
made under authority of Public Law 130, 83d Congress: ‘“To provide 
certain construction and other authority for the military departments 
in time of war or national emergency.’”’ We have recommended con- 
tinuation of the authority for the duration of the present emergency 
plus 6 months. 

Our plans to establish an adequate and balanced inventory of pro- 
duction equipment and to keep it ready for immediate use contrast 
sharply with the aftermath of World War IT. 


PURCHASES BY DEFENSE PLANT CORPORATION 


Most of the equipment furnished to munitions manufacturers during 
that war was purchased by the Defense Plant Corporation. The 
regulations governing contract terminations gave the contractor the 
right to purchase for his own use any Government equipment in his 
plant, including equipment furnished by the Army before the Defense 
Plant Corporation took over. 

Equipment owned by the Defense Plant Corporation that was not 
purchased by the contractors was assembled and offered for sale by 
surplus disposal agencies. Under the terms of the Surplus Property 
Act of 1944, if the Army wanted any of this equipment for its reserve 
it had to pay for it like any other buyer. The Army’s postwar 
appropriations contained no funds for this purpose so we were unable 
to save any of this equipment for war reserves until 1947, when Public 
Law 364, 80th Congress, permitted us to select without reimbursement 
equipment needed for reserves from the residue of Government-owned 
stocks. 

As a consequence, when combat began in Korea the Army had an 
unbalanced inventory consisting principally of old equipment, pur- 
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chased before Pearl Harbor, which the using contractors did not wish 
to buy; and equipment recovered from Government stocks after over 
2 years of surplus sales to private industry. Much of it had to be 
rebuilt after the Korean war began. While the Army’s ability to 
furnish this equipment was some help in easing the burden on the 
machine-tool industry, production of munitions could still not begin 
until new items had been secured to fill the gaps in production lines. 


SHORTAGES OF MACHINE TOOLS 


Critical shortages of machine tools persisted for 2 years after com- 
bat began. Even as late as the spring of 1953, during the Senate 
ammunition hearings, General Medaris reported that “despite a sub- 
stantial improvement in the delivery of machine tools in recent 
months, the complete buildup of the production of some items under 
present programs is still hindered by production equipment shortages.” 


ACQUISITION OF NEW FACILITIES AND EQUIPMENT 


Our fiscal year 1954 budget request included almost $400 million 
for the provision of production facilities, of which about $330 million 
was for the modernization and expansion of plants. These new funds, 
plus funds carried over from prior years, gave us approximately $600 
million to be used for the modernization and expansion of plants. Of 
this total, over $500 million was intended for ammunition plants. 
We had planned to we for an additional increment for ammunition 
facilities in fiscal year 1955, which, as I advised you last year, would 
have given us a very strong ammunition production base which 

“would be operating at full capacity by the end of the first year of a 
major war, at which time it would produce ammunition as fast as it 
is expected to be consumed by our own United States forces.” 

We have reduced this program very substantially in conformity 
with the expectation, already explained, of a “prolonged period of 
uneasy peace.” As of December 31, 1953, approximately $185 
million had been made available for these purposes in fiseal year 1954 
of which less than half had been obligated. 

Most of the tools and production equipment now in Army possession 
were purchased between fiscal year 1951 and fiscal year 1954 from 
funds appropriated for “expediting production” and were for use in 
the expansion of current production. In fiscal year 1954, funds for 
the purchase of additional equipment for mobilization reserve were 
deleted from the Army budget and a single appropriation of $250 
million was made to the Department of Defense for a reserve tools 
and facilities program for all three services. The Department of 
Defense published the policies and criteria controlling the use of 
these funds on December 10, 1953. In aceordance therewith, the 
Army submitted 9 projects, estimated cost $56 million, on January 
18, 1954. 

INDUSTRIAL PREPAREDNESS MEASURES 


It normally takes from 6 months to a year for a converted civilian 
plant, starting from scratch, to begin production of a military item; 
9 to 12 months more elapse before the plant is producing at full 
capacity. Much of this time is taken up by preliminary steps such 
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as determining manpower and equipment requirements; drawing up 
bills of materials; designing tools, jigs, dies, fixtures and gages; lining 
up supply sources; completing engineer drawings; designing the plant 
ayout; and trying out machinery and tools to discover and remedy 
deficiencies before production is started. To the extent that these 
things can be done in peacetime, the lead time for war production is 
reduced. This is one of the main purposes of our industrial pre- 
paredness measures. 

We also finance projects in our own arsenals and with private 
agencies to develop production processes that will conserve man- 
power and materials expected to be in short supply in wartime. In 
some instances we operate pilot lines or place small ‘“educational”’ 
orders to develop and preserve know-how and to prove production 
processes. 

A few examples may be of interest. As a result of preparatory 
work done beforehand, a major automotive manufacturer was pro- 
ducing light tanks 12 months after the fighting started in Korea; 6 
months had been saved by industrial preparedness measures. Another 
contractor has just completed a study showing how to cut the time 
required to begin production of communication cables from 5 months 
to 4 weeks and to reach peak output in 5 instead of 12 months. In 
collaboration with the Navy, we have set up a plant to produce pro- 
jectiles by the cold-extrusion process which will materially reduce 
manpower and material costs per unit. I have recently visited a 
laboratory which is studying the engineering changes required to use 
standard commercial parts in the fuzes for guided missiles; it is esti- 
mated that the cost of the fuze can be reduced by 30 percent. These 
are all examples of timely spending to save time, men, and materials 
in war production, which we call industrial preparedness measures. 


KEEPING THE ARMY MODERN 


Finally, I should like to mention another problem of increasing 
concern to the Army. The President’s budget message pointed out 
that, under the long-range plan recommended by the Joint Chiefs of 
Staff, the reduction in the number of Army divisions would be offset 
by “increased mobility and the availability of modern weapons.” 
It also warned against our past history of feast or famine in military 
budgets. 

The Army will have in stocks or in the hands of troops over $20 
billion worth of major equipment and ammunition by the end of fiscal 
year 1957. Much of this equipment is of World War II design with 
only minor modifications and some of it was actually produced during 
World War LI. 

We must adopt a long-range program for the gradual replacement of 
old equipment and the orderly introduction of superior new items. 
As the Secretary of Defense testified, “The military programs evolving 
from the New Look provide for the rapid integration of new weapons 
as they are proven and become available.”” The Army expects to have 
a number of major new or improved weapons and other items of com- 
bat equipment ready for procurement over the next 5 years. These 
include small arms, light and heavy artillery, tanks and other armored 
vehicles, body armor, cargo helicopters, electronics equipment, and 
guided missiles. 
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An annual outlay of about $2 billion in this appropriation would 
allow a complete turnover of our $20 billion stock in about 15 years, 
would take care of additional consumption requirements, and would 
pay for essential industrial mobilization activities. 

There may be a strong temptation as time goes on to have the Army 
live off its mobilization reserves, as we did between 1945 and 1950. 
Our experience since 1950 shows how dangerous this can be. We 
entered the Korean war with virtually no production base. It took 
us about 2 years to get ammunition production up to combat con- 
sumption levels. And, although we shortcut normal development 
and testing, few new items of equipment could be furnished our 
fighting men until more than 2 years after combat started. In a 
global war under present world conditions, this sort of risk cannot be 
taken. 

GENERAL 


Senator Ferauson. What is the general purpose of this appropria- 
tion and what will the Army accomplish with the $1,950 million direct 
obligations that are planned for fiscal year 1955? 

General Co.Giazier. This appropriation provides the funds to 
procure essential major items of military equipment, generally com- 
plete end items, including ammunition, to arm the approved active 
Army, including the Reserve forces, and to replace this equipment as 
required in peace or war. It includes budget programs titled: ‘‘Major 
equipment,” “Ammunition and guided missiles,” and ‘Industrial 
mobilization.” The purpose of the appropriation is, over a period of 
years, to modernize the equipment of the Army including the approved 
Reserve forces and to provide sufficient equipment to support the 
mobilized forces until the requisite equipment can be obtained from 
production. The fiscal year 1955 estimates provide for a very modest 
increase in mobilization reserve stocks of weapons and ammunition, 
for the maintenance of a portion of the existing production base, for 
further improvement in the aircraft and guided missile programs, and 
the continued advancement of the Army industrial facilities program. 

Senator Fereuson. It appears that the Army fiscal year 1955 pro- 
gram for this appropriation will be financed with prior-year funds. 
How did this situation come about and what is the source of the funds 
requested ? 

General CotGiazier. Funds available in fiscal year 1954 which will 
be unobligated and carried over into fiscal year 1955 as a result of the 
termination of hostilities in Korea and the further stretchout of funded 
deliveries, together with anticipated reimbursements from the sale of 
stock to MDAP in fiscal year 1955, and estimated savings resulting 
from planned contract terminations, will be available to support the 
Army’s program for fiscal year 1955. 

Senator Ferauson. If forced into all-out mobilization, what sig- 
nificance is attached to procurement and production? 

General Coteuazier. One of the major limiting factors to support 
any all-out mobilization plan has been logistics. The procurement 
and production type items such as tanks, armored vehicles, artillery 
weapons, and electronic communications and fire-control equipment 
are the controlling factors because of their long production lead time. 

Senator Ferauson. To what extent has the equipment mobilization 
reserve been accomplished? 
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General Coieiazier. I will have to answer that question off the 
record. 
(Discussion off the record.) 


FLOATING D-DAY POLICY 


Senator Fereuson. How long will it take to acquire adequate mo- 
bilization reserves under the current floating D-day policy? 

General Cotciazrer. The answer to this question is dependent 
entirely upon the level of expenditures in future years. As pointed 
out in the statement I furnished for the record, it will require about 
$2 billion per year to provide for an adequate turnover of the materiel 
stocks we expect to have by fiscal year 1957, to replace additional 
consumption, and to pay for essential industrial mobilization activities. 
At that level of expenditures, our major objective would be to preserve 
the degree of readiness attained through substituting new for obsolete 
or obsolescent items. Mobilization reserves for most categories of 
items would never be entirely complete. Older models will become 
obsolete before the reserve of many essential combat items is complete. 

Senator Frreuson. Is our mobilization reserve sufficient to supply 
our allies as well as ourselves, in event of war? 

General Cotetazrer. No. There has been no provision or au- 
thority for the Army to budget either for end-item reserves or a pro- 
duction base for the support of our allies in case of war. 

Senator Ferauson. What was your experience in fiscal year 1953 
between your original estimate of reimbursements and what was 
actually collected, and what is your experience to date in fiscal year 
1954? 

General Coteiazter. The original estimate of fiscal year 1953 reim- 
bursements was $625 million. Actual collections were $1,097 million. 
However, $457 million of these collections resulted from a decision to 
meet MDAP demands from Army stocks in lieu of awaiting delivery 
from procurement. This matter has been covered in detail in the 
Army reply to Senate Report 601. Collections in fiscal year 1954 as 
of March 31, 1954, were $594 million against a total estimate for the 
year of $650 million. 

Senator Fereuson. On the question of “Procurement and produc- 
tion” appropriation, while you are not asking for any new money, 
I note in the record that you expect to have unobligated, known as a 
carryover, funds in fiscal 1955 of over $4.2 billion, and in fiscal 1956, 
a total of $2.2 billion. Then would you explain how this large balance 
accumulated, and what you propose to do with it? 

Mr. Roperick. I think General Honnen can explain better than I 
can how it has accumulated to that point. 


ACCUMULATION OF BALANCES 


STATEMENT OF MAJ. GEN. G. HONNEN, CHIEF OF BUDGET DI- 
VISION, OCA 


General Honnen. The present accumulation of unobligated bal- 
ances in the “Procurement and production” appropriation was caused 
by revision in the national approach to the procurement of large 
materiel reserves over the past three years. Most recently the Army 
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procurement program was reviewed and extended in May 1953, later 
in August following the cessation of hostilities in Korea, and again 
during December 1953 when the policies were established which 
underlie the current production schedules. 

Senator Fercuson. In other words, our expenditures were delayed 
because of the revaluation of the situation? 

General HonneN. Yes, sir, and to insure the best possible return 
from the funds appropriated. 

Senator Fereuson. What about transferring this appropriation 
to “Maintenance and operation?’ Then you would reduce this 
appropriation. If we do that, then, of course, we could eliminate 
from the bill what the House did. The House rescinded $500 million. 
For instance, suppose that we said on page 8, line 21—striking out the 
$2,795,722,986, and inserting $795,722,986, and in addition $2 billion 
to be derived by transfer from the appropriation, “Procurement and 
production, Army’’—then you would take out on page 12, line 13, 
reduction in appropriation ‘‘Procurement and production,” “the sum 
of $500 million of funds heretofore appropriated under this head is 
hereby rescinded, such sum to be recovered into the Treasury im- 
mediately upon approval of this Act.’”” What would you say about 
that? 

General Honnen. Offhand, sir, and speaking personally, without 
having consulted the Secretary of the Army, it would certainly re- 
strict our flexibility in program such as procurement and production 
where long procurement leadtime is involved. We feel that in order 
to give you and the country a comprehensive program in this procure- 
ment field, that we must have a long-range plan. We have such a 
plan, and it will be an orderly plan that will save the té axpayers money 
in the long run. For that reason, we would like to retain the obli- 
gational authority. May I go off the record? 

(Discussion off the record.) 


POSSIBLE APPROPRIATION TRANSFER 


Senator Ferauson. Why is that better than the method we used 
in 1948? We transferred that fund over. That way we cut down this 
year’s appropriation. 

General Honnen. I cannot answer whether it is better or not. 

Senator Ferguson. Will you give us an answer on that? 

General Honnen. Yes, sir, we will give you a written statement 

(The statement referred to follows:) 

The advantage of retaining obligational authority in excess of immediate con- 
tract needs in the “‘Procurement and production”’ appropriation is that it permits 
the Army to develop and follow a realistic, economical, and long-range procure- 
ment program. At the same time it does not eliminate or in any way lessen con- 
gressional constitutional control over funds since the Army annually, or sometimes 
even more frequently, returns to the Congress to present its detailed program with 
particular emphasis upon the contracting actions to take place during the subse- 
quent fiseal year. In addition to providing the opportunity to establish an orderly 
long-range program, it also affords a measure of flexibility so essential at this time 
when advances in techniques and materiel are occurring so rapidly. 

General Honnen. I might say that in this appropriation, “Procure- 
ment and production,’ you cannot turn the spigot on and off. 

Senator Ferauson. I appreciate that. That is not our purpose 

General Honnen. No, sir; I recognize that. 

(Discussion off the record.) 
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EFFECT OF KOREAN ARMISTICE 


General CoiGaLazier. One of the principal reasons why we have a 
carryover into fiscal year 1956 as shown is because when we came up 
for money for fiscal year 1954, we included a certain amount for the 
conduct of the Korean operations with the full understanding at that 
time that if we had the armistice, that money would be reserved. and 
would not be obligated. 

Senator Fercuson. This is no criticism, but we want the record to 
show the reason for the carryover. 

General CoLG.iazierR. Yes, sir; that was one point. One of the 
other reasons why we have a considerable carryover is because we 
have been reducing the amount of money that we obligate for the 
so-called lead time. Due to the fact that we have had this money 
available, we have been able to program in advance and actually 
reduce the amount of money that we have under contract. 

Senator Fercuson. I do not know as I understand that, that is, 
how you can reduce the amount that you have under contract, because 
you have a surplus. 

General CoLG.iazier. If I can use just a few average figures, we are 
shooting now toward having financed at the beginning of any fiscal 
year 12 months of actual deliveries, plus the lead time that is required 
to get those deliveries, or a total of 23 months, 12 plus 11. The 11 
months is divided into 6 months which the producer requires from the 
time he gets the order to provide his men, materials, and shop and so 
forth. The other 5 months is required by the Army in order to 
make the contract. In order to achieve that kind of a schedule we 
must program well ahead of the fiscal year, so that the day the fiscal 
year starts we can actually bezin our negotiations or advertise for bids. 

Now, in order to program with some ‘degree of assurance so that we 
can start on July 1 with the actual contract negotiations, the magni- 
tude of the program must be somewhat assured. The carryover 
funds give us that magnitude and assurance. 

Senator Ferauson. Yes, but it takes out of the hands of Congress 
entirely control of the pursestrings. 

General Co.ieiazier. At the time, sir, the actual contracts are 
awarded, the President’s budget w ould have been submitted to Con- 
gress showi ing the amount expected to be obligated, such as was done 
this year. 

Senator Fereuson. Your carryover in 1955 is $4.2 billion. Your 
sarryover in 1956 will be $2.2 billion. Are we not going to run into 
this snag—that the Constitution prohibits an appropriation for the 
Army for longer than a 2-year period? 

General Co.e.azier. I would have to refer that to General Moore. 


RULING OF ATTORNEY GENERAL 


General Moore. I think the Attorney General has ruled repeatedly 
that the constitutional provision provides that you cannot appro- 
priate money for more than 2 years for the raising and supporting 
of armies. He has held that major equipment, roads, walks, ships, 
artillery, field fortifications, public works, is separate and apart 
from raising and supporting an army, and to preclude the Congress 
and the Nation—— 
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Senator Frreuson. What Attorney General ruled that? 

General Moors. About three of them. I do not recall the three. 

Senator Frreuson. Just copying each other’s opinions? 

General Moors. No, they changed wording slightly, but that 
is the situation. 

Senator SatronstaLy. Mr. Chairman, are you through with your 
line of questioning? 

Senator Ferauson. I do not want to violate the Constitution on 
this production item. 

Mr. Roperick. We do not either. 


STATEMENT ON UNOBLIGATED FUNDS 


Senator SatronstaLtL. Mr. Chairman, this question I think is one 
of the most interesting and fundamental that there is. If I might 
make this very brief little statement, in 1948 the Navy, where I had 
the budget that year, had a lot of money for building new ships. 
Then of course it had its maintenance and operation, and so on, as 
you gentlemen have here. The House that year, to cut back, cut 
back the money from operation and maintenance and left in a hatte: 
tial amount of this money for building ships and so on. When it 
came over here, we worked on the opposite principle. We found that 
there was a substantial amount of money that was going to die out 
anyway, that they could not use. If you cut that off their books, 
you were not hurting anything, but you were eliminating cutting 
down the amount of funds available. If you cut back also the 
procurement of a ship that they had enough in for the whole ship, 
and you gave them enough for half a ship, which was ail they could 
use, you were not hurting them. But if you cut back the operation 
and maintenance, you were cutting back the food that went into a 
man’s mouth or the pay that went into his envelope. 

Here it seems to me, following up the line that the chairman of the 
committee has just been asking, you are carrying over into 1956, $2.2 
billion of unobligated funds, as I understand it. Some of that maybe— 
I say it without knowledge—trevision of procurement money that 
would run out anyway, or was money for an object that was out of 
date, and that you were not going to use, that you might be able to cut 
back. That money could be transferred to operations where you want 
$52,900,000 more. If we take a certain amount of that money that 
is going to be carried over another fiscal year, that you cannot use this 
year any way, for proc urement, a capital item, you are not going to 
hurt so much by cutting that down and coming back to Congress again 
next year, even if you have enough money to start it—and then you 
keep Congress informed as the chairman has said—but if you cut out 
the operation, you are taking the pay out of people’s pockets, and you 
are cutting down the size of your Army. 

It would seem to me, most respectfully, that where these large 
carryovers—and I was looking at some of the overall figures of the 
Government, while the present administration has a carryover of 
funds that is substantially down from previous years, and I do not 
remember the exact figure—this is a place where you certainly can 
consider doing that, and saying to us, if you will give us enous 








498 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


money to pay our people and to operate our trucks and so forth, then 
we can come back here a year from now and ask for some more of 
this procurement money where we have gone ahead and where we 
find we actually need it. That seems to me sound, to put it into the 
current operations, and let this procurement, the capital items, be 
cut back. That is what I understand the chairman meant. 

(Discussion off the record.) 

Mr. Ropegrick. Senator Saltonstall, we did in the House hearings 
offer to take off $500 million on the same principle you are talking 
about. 

Senator SALTONSTALL. But now you are going to carry over $2.2 
billion, and the lead time is cut down and a lot of these objects are 
changing. Just to use an extreme example, you have your atomic 
bombs as opposed to your old artillery and maybe some of this 
procurement is for the old artillery that will never be used, and that 
money will just die out anyhow, and it will not hurt a bit to cut that 
out. 

LONG-RANGE APPROPRIATIONS 


Senator Fercuson. I do not want it to appear that we are criticiz- 
ing in any way this carryover. I mean that you come in here and 
show that you have not used it. In that hearing we had yesterday, 
that question came up. The contractor said that he had to act fast 
to get a commitment before they were really ready to let a contract. 
We appreciate this. We ought to watch this long-range, no-year, or 
no-multiple-year appropriation and avoid the constitution when we 
do not have to doit. I think you can trust Congress on this question 
of appropriations for the military. I do not necessarily ask you for 
an answer right now, but I think you ought to think this over and 
see how much you think reasonably could be taken out. This carry- 
over 2 years ago—lI do not know what it was myself—was $81 billion 
for all the military services. It is getting so enormous that it is 
indicating to Congress that they have just lost control. We would 
like to be just in control with you. 


LEAD TIME 


Mr. Roperick. I would like to say, Mr. Chairman, that we agree 
with ‘that. I think what General Colglazier mentioned is our most 
serious problem. ‘That is our long lead time of 23 months where we 
must be careful not to get into a proble m where you cut off the supply 
and start again, because that costs the Government money. 

Senator Ferguson. We appreciate that lead time. We know what 
Secretary Wilson has been doing, and will continue to do about this 
lead time. I think as a production man. he saw that and has 
worked hard on it. He has cut it way back. These companies that 
were crying at times that they had to have this long lead time have 
discovered that they are going to get the contracts anyway, and they 
just do not need the lead time. 

Mr. Roprrick. We will prepare such a statement. 

(The statement referred to follows:) 
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DEPARTMENT OF THE ARMY, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington 25, D. C. 
Hon. Homer Frreauson, 
Appropriations Committee, 
United States Senate, Washington 25, D. C. 


Dear Senator Frercuson: During the hearings on the Army’s budget estimate 
for fiscal year 1955 you asked that a statement be furnished for the reeord sétting 
forth the Army’s position with respect to a proposed transfer of $2 billion of un- 
obligated funds from the procurement and production appropriation to the 
maintenance and operations appropriation. 

The Army respectfully recommends against the proposed transfer. Reasons 
for this recommendation are set forth at some length in the enclosed memorandum. 

The Army’s recommendation is based upon two main arguments: First, that 
an orderly procurement process for expensive, long lead-time items requires that 
we be assured of authority tc obligate many months before a contract is let and an 
obligation is incurred; second, that we must be prepared to meet possible emer- 
gency demands upon the Army’s material resources during the coming fiscal year 

The first main argument appears to have been accepted by the Congress when 
it made procurement and production a no-year appropriation in the fiscal year 
1953 act. This does not mean that the Congress has lost control of the purse 
strings. It does require that the Congress have an oppcrtunity to examine and 
approve procurement plans beyond the year for which the appropriation is made. 
For this reason, Gen. R. W. Colglazier’s opening statement on the procurement and 
production appropriation presents an outline of our major procurement program 
through fiscal year 1957 with a forecast of the order of magnitude of outlays beyond 
that date. 

I am sure that there is no need to elaborate on the second argument. Our 
reserves of ammunition and other combat materiel are adequate to meet emergency 
demands short of global war provided that we are able to resume full-scale pro- 


duction immediately after combat begins. Our present funded position would 
enable us to speed up production in active facilities and to bring in standby facili- 
ties the moment a new demand is placed upon us. This in itself could be equal in 


value to several hundred million dollars worth of on-the-shelf reserves. 
Sincerely yours, 
GEorRGE H. Roperick, 
Assistant Secretary of the Army (FM). 


1. The Army has accepted the rescission of $500 million of the anticipated 
unobligated carryover at end of fiscal year 1955 of procurement and production 
funds, as voted by the House of Representatives. This amount could be trans- 
ferred to the Maintenance and Operations Appropriation, in lieu of the rescission, 
if the Congress so directs. 

2. The Army accepted the rescission because the remaining carryover was 
considered adeauate to assure an orderly procurement program and to provide 
sufficient flexibility to meet possible emergency demands. 

3. Procurement and production appropriation funds were made “avilable until 
expended”’ in the fiscal year 1953 appropriation act. In approving the Army’s 
request for this ‘“‘no-year provirion’, the Congress accepted the view that, to 
satisfv the conditions of an orderly procurement program unobligated funds 
should not be withdrawn from this approriation at the end of each fiscal vear. 
\s pointed out in a statement to the House Appropriations Committee by the 
Acting Secretary of the Army (March 1952), “The procurement and production 
program is, as you know, a long-term undert aking spanning several fiscal vears”’ 
The obligation of funds for a program of this kind, involving large quantities of 
expensive items with long lead times, must be preceded by months of procurement 
planning and review and by extended negotiations before a contract is placed. 
For example, a contracting officer may find it necessary to negotiate for months 
before placing a sound contract for a large military order. Under these condi- 
tions, unless a carrvover of unobligated funds i3 assured, we must either rush to 
complete outstanding negotiations at the end of each fiscal year, or suspend all 
negotiations until new funds become available and a new procurement program is 
approved. 

4. The existence of unobligated funds in excess of immediate contract needs 
helps to assure an orderly process from tne initial planning of procurement to the 
placement of the final contract and, over the past year, has enabled the Army to 
stretch out deliveries with a minimum of costly contract cancellations. It was 
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often more economical te provide for the delivery of the total quantity wnder 
contract over a longer period of time than to cancel deliveries beyond the normal 
lead time. As a result, deliveries are now financed, on the average, more than 18 
months ahead. If we can continue an orderly procurement program, we expect 
tor educe the lead time financing to an average of 11 months by the end-of-fiscal 
year 1957. If this does not prove to be economical, we may have to obligate more 
funds in fiscal vear 1955 than now planned. The important point is that we have 
had the flexibility to manage our contracts in the best interests of the Govern- 
ment, to proceed with advance planning of a firm program, and to avoid cancella- 
tion of parts of some contracts in order to free money for more immediate needs. 

5. The Army’s planned obligations for fiscal vear 1955, and corresponding 
unobligated carryover at the end of the year, are based on the assumption that 
combat will not be resumed in Korea and that no emergency demands will be 
placed upon Army resources to support combat elsewhere. The tenuousness 
of this assumption is obvious. Under present world conditions, we cannot 
guarantee that the aggressor will not attack again in Korea or taat we will not 
have to act against similar aggression elsewhere in the world. We estimate that 
at least $1 billion of additional obligation authority would be needed to restore 
production promptly to the former Korean combat-consumption levels, and the 
amount required might be higher, depending on the intensity of combat and the 
scale of operations. 

The expected unobligated carryover includes $550 million of anticipated 
reimbursements for sales to MDAP and other customers. Tnese funds will 
become available as collections are made throughout the vear. A transfer of 
$2 billion as of the beginning of the year would include some funds which would 
not then exist. 

7. The Congress, for reasons similar to those cited above, decided last year 
not to provide for an automatic recission of fiscal year 1954 funds in the event 
combat ended in Korea. This did not cost the taxpayers a penny, but it did 
help the Army to adjust to drastic changes in production plans. 

8. In view of the above, the Army respectfully recommends that any rescission 
or transfer of funds frem the “Procurement and production” appropriation be 
limited to the $500 million voted by the House of Representatives 


DEPARTMENT OF DEFENSE UNOBLIGATED BALANCES 


Senator Fercuson. Is there anything more on that item? 

Senator SaLtronsTaLu. Here are the two things that you were 
looking for. The carryover this year of 1955, of $53.6 billion, and 
your contemplated plans, $42.9 billion, will be carried over the next 
year. It appears to me along the lines of what the chairman is saying 
that over all the armed services we ought to be able to find in the 
procurement, particularly, procurement that has gone obsolete and 
stale carried on the books in that figure, and procurement, that is 
in the planning stage, where you could come back to Congress and cut 
that figure down materially. That means an awful lot from the 
point of view of taxes and expenditures and so forth. 

Mr. Roperick. That is right. 

Senator SatTronsTaALu. You are asking for $29 billion of new money, 
and yet you are going to carry over $42 billion into the new fiscal 
year. You are asking for $29 billion new, and yet you are carrying 
over $42 billion after you are all through. 

General Honnen. May I interrupt, sir? Is the $42 billion you 
speak of expenditures? 

Senator SALTONSTALL. $42 billion is the estimated unexpended 
balance. That means obligated money. That is both. 


ARMY CARRYOVER FUNDS 


Senator Fercuson. Suppose we take the question this way: Sup- 
pose you had no carryover. I appreciate that would give you some 
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inventory that you do not have. But suppose you were in a position 
of no carryover, how. much would you ask for this year in “Procure- 
ment and production’? 

General Honnen. I believe the amount of finds shown for the 
“Procurement and production” appropriation for fiscal year 1955 in 
the President’s budget plus funds to finance additional lead time would 
be our requirement. Specifically for fiscal year 1955 the Army re- 
quest would have been several hundred million dollars more to achieve 
the same degree of readiness which our long-range plan provides for 
end of fiscal year 1956. 


LONG-RANGE FINANCIAL PLAN 


The Army has developed a long-range financial plan to implement 
the long-range plan rec ‘ommended by the Joint Chiefs of Staff which 
is indicated in the President’s budget message. The Army plan 
relates the three basic influencing factors which are: 

(a) Acceptable degree of readiness under the new national concept 
that we will not achieve maximum readiness by an ‘‘assumed fixed 
date of maximum danger’’ but we will provide for ‘‘a strong military 
position which can be maintained over the extended period of uneasy 
peace.” 

(6) Established expenditure objectives. 

(c) Obligational requirements. 

The Army plan is the function of all three of these elements. If 
the $1.7 billion unobligated balance at the end of fiscal year 1955 is 
transferred to “Maintenance and Operation” then the Army will 
definitely require more funds in fiscal year 1955, and subsequently to 
achieve the degree of readiness which we will achieve under the 
President’s budget as approved by the House of Representatives, 83d 
Congress, 2d session. 

The Army has developed plans to progressively reduce the advance 
funded position in fiscal year 1955 and subsequent years. ‘This entire 
plan was presented to the Army subcommittee of the House of Repre- 
sentatives and it was their opinion that the plan was sound and that 
it would definitely prove economical to the United States. 

I am merely conveying that the Army has a long-range plan and 
that if no more than $500 million is taken aw ay and the Army is per- 
mitted to keep $1.7 billion then we can implement a more economical 
plan in the next 2 to 3 years. 

Senator Ferauson. That is necessary to carry over. 

General Honnen. Yes; that is right. 

(Discussion off the record.) 


INCREASE IN UNOBLIGATED BALANCE 


Senator SALTONSTALL. On this unobligated business, the unobli- 
gated balance brought forward by the Army on July 1, 1953, was 
$2,802 million. The unobligated balances due to be carried forward 
at the end of this year are $5,700 million. So that the unobligated 
balances have increased during this present fiscal year for carryover 
into the next year by $2.2 billion. In the Defense Department as a 
whole, from $9,369 million to $10,649 million. So that whereas the 
whole Department has increased its unobligated balances $1.3 billion, 
the Army has increased theirs by $2.2 billion. 
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It would seem, therefore, that unless that $2.2 billion is going to 
be absorbed in the current year, which I do not understand that it 
will, that unobligated balance could be used for one of these purposes 
where you are asking an increase, and even to reduce current appro- 
priations. 

Mr. Roperickx. I believe the reason that it is larger in the Army is 
the cessation of Korea. 

Senator SALTonsTaALL. That is right. While we are sensitive to 
the fact that the Army is cut back as a whole, it would seem to me it 
would be entirely fair and factual to say where the Korean war has 
come down and you are increasing your unobligated balances, there 
is an amount that you could put over from procurement into opera- 
tion, and in some way you could rescind some more, perhaps, beyond 
what the House did. As I say, it is awfully hard when you are speak- 
ing of those figures to make sure what you are taking about. 

Mr. Ropertcx. That is correct. We will include that, Senator 
Saltonstall, with that overall picture so we can cover that completely. 


MAJOR EQUIPMENT 


Senator Fercuson. If there are new major weapons included in 
this estimate describe their use. 

General CotGiazier. May I answer that off the record? 

(Discussion off the record.) 


POLICY ON SPARE PART PROCUREMENT 


Senator Ferguson. What is the present policy on proc urement of 
concurrent spare parts by the Department of the Army? 

General Cotgiazier. Concurrent spare parts are procured on the 
initial order of new items only, with the exception of aircraft. Air- 
craft spare parts are procured concurrently with the end item. All 
other spare parts are procured from funds provided in the ‘‘Mainte- 
nance and operations” appropriation. 


AMMUNITION AND GUIDED MISSILES 


Senator Fercuson. What relationship does the guided missiles 
program bear to the ammunition and artillery program? 

General Coueiazrer. It is difficult to evaluate the full scope of 
replacement of conventional artillery by guided missiles. No single 
weapon can provide a balanced defense against all types of air attack. 
In view of the large increase in effectiveness offered by surface-to-air 
guided missiles, research and development is aimed toward the 
eventual provision of a family of missiles to fill these requirements. 
However, for the foreseeable future the preservation of this balanced 
defense will require conventional antiaircraft guns and automatic 
weapons to complement the capabilities of the guided missile. The 
current Department of Army program is designed to augment our 
continental United States air defenses in the light of the increasing 
Soviet air threat by the incorporation of NIKE units as rapidly as 
equipment production will permit. For close combat support, 
guided missiles and very heavy rockets supplement present field 
artillery and provide the field commander with effective all-weather 
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weapons regardless of air superiority. This feature represents in- 
creased range and pay load as compared to conventional artillery. 
This may result in a decreased requirement for very heavy and heavy 
conventional artillery units at some future date. It is not possible 
at this time to predict any resultant decrease in field Army require- 
ments for conventional light and medium artillery support. 


AMMUNITION RESERVES 


Senator Fercuson. You are aware, are you not, of the ammunition 
shortages that developed during the Korean war? What is the 
present status of our ammunition reserves? 

General CoLG.Lazier. In the last 12 months there has been a sig- 
nificant improvement of our ammunition stocks but our reserves are 
still below the amounts required for all-out war. They will increase 
gradually over the next 3 years. The rate of improvement will be 
slower than we anticipated a year ago; but, conversely, if funds 
continue to be made available, the production base will not have to 
be closed down so soon. For most items, the full mobilization reserve 
will not have been acquired by June 30, 1956; and in the case of some 
major items, not for several years beyond that date. 

Senator Fercuson. How long will it be necessary to continue to 
produce ammunition? In other words, when will we start to close 
down production lines? 

General CoLGciazier. That depends on the stock position of the 
specific rounds involved. Generally, the Army plan is to close down 
production on an item as soon as the mobilization reserve materiel 
requirement plus 2-year training requirement has been accumulated. 
Actually, production lines have been closed for some items this year; 
others will still be in operation at least through 1957. However, for 
items of ammunition for which training consumption is high, pro- 
duction may be kept active indefinitely. 


INDUSTRIAL MOBILIZATION 


Senator Frreuson. What will be done with the closed plants? 

General CoLGLazier. Government-owned plants and tools will be 
laid away. Of course, the degree of lay away readiness will be 
governed by availability of funds. 

Senator Ferguson. How soon can a closed plant be reopened 
and in production? 

General CoLetazier. Most of the metal components are produced 
by private industry, with or without the use of Government-owned 
equipment. Asa general rule, our agreements with private contractors 
that have been producing ammunition provide that the production 
line or package will be laid away and maintained so as to be ready 
to resume production within 90 to 120 days after entering into a new 
contract. 

Senator Frrauson. Is there a direct relation between the reduction 
in the production base and the need for additional funds in the 
activity “Industrial mobilization’’? 

General Cote.Lazier. There is a very definite relationship. As the 
active operating base is reduced, overall readiness is decreased and 
Government-owned industrial plants and production equipment 
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becoming idle are laid away and made a part of the industrial mobiliza- 
tion base. The Army’s industrial mobilization program provides for 
this layaway and for the maintenance, rehabilitation, and equipment 
replacement costs incident to the standby portion of the mobilization 
base. Fund requirements are based on the magnitude of production 
facilities in standby and the state of readiness desired. The deficiency 
left by a reduction in the operating base is partially offset through the 
accomplishment of industrial preparedness measures also funded 
under the industrial mobilization program. These measures, which 
aim primarily to improve producibility of essential combat items, are 
mitiated when the required preparedness cannot be accomplished 
through current procurement. The Army is placing increased 
emphasis on these measures in order to increase the amount of pro- 
duction during an emergency from the planned gross national product 
and to move P-day nearer to M-day. 


Miuitary Construction, Army Reserve Forces 


HON. GEORGE H. RODERICK, ASSISTANT SECRETARY OF THE 
ARMY; BRIG. GEN. WILLIAM A. CARTER, CHIEF, SERVICE DIVI- 
SION, OFFICE, ASSISTANT CHIEF OF STAFF, G-4; MAJ. GEN. 
ROBERT S. MOORE, SPECIAL ASSISTANT TO ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER); MAJ. GEN. WILLIAM H. 
ABENDROTH, CHIEF, ARMY DIVISION, NATIONAL GUARD 
BUREAU; MAJ. GEN. GEORGE HONNEN, CHIEF, BUDGET DIVI- 
SION, OFFICE OF THE COMPTROLLER OF THE ARMY; BRIG. 
GEN. PHILIP F. LINDEMAN, EXECUTIVE FOR RESERVE AND 
ROTC AFFAIRS; AND LT. COL. HAROLD S. YOUNG, INSTALLA- 
TIONS BRANCH, NATIONAL GUARD BUREAU 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


~“" gates | 
Appropriation or estimate $20, 000, 000 $9,094,000 | $15,900,000 
Prior vear balance available 23, 968, 876 40, 931, 382 | 22, 598, 000 
Prior year balance reappropriated _- 10, 620, 299 j ul , 
Reimbursements from other accounts 35 | 
Total available for obligation 54, 589, 210 | 50, 025, 382 37, 598, 000 


Balance available in subsequent year — 40, 931,382 | —22, 598, 000 —9, 400, 000 


Obligations incurred | 13, 657,828 | 27, 427, 382 28, 198. 000 
| | 


Obligations by activities 


— 
Description | 1958 actual | 1054 estimate 1955 estimate 


Direct Obligations 


| 
1. National Guard construction. _. $8, 321, 062 $19, 980, 809 $20, 778, 000 
2. Army Reserve construction : : 5, 336, 731 | 7, 446, 573 7, 420, 000 





Total direct obligations 13, 657, 793 27, 427, 382 28, 198, 000 
Obligations Payable Out of Reimursements From Other Accounts } 


2. Army Reserve construction ukbese . O86 4554.. 


| 43,657,828 | 27,427,382 | 28, 198, 000 
| 


Obligations incurred 
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GENERAL STATEMENT 


Senator Ferauson. Genera] Honnen, we will now discuss ‘Military 
construction, Army Reserve Forces.”’ 

General Honnen. General Carter of the Office, Chief of Staff, G-4, 
is the program director and he will be assisted by General Abendroth 
of the Army National Guard and General Lindeman of the United 
States Army Reserve. General Carter has a prepared statement. 

Senator Ferauson. You may proceed, General Carter. 

General Carrer. Mr. Chairman, gentlemen, the appropriation 
request of $15 million for ‘Military construction, Army Reserve 
Forces” is an annual funding increment in support of the program to 
provide facilities necessary for the proper development, training, 
operation and maintenance of the Army National Guard and the 
Army Reserve. 

The authorization legislation for the Reserve forces facilities pro- 
cram is the National Defense Facilities Act of 1950 (Public Law 783, 
Sist Cong.). This law provides for the acquisition, construction, 
expansion, rehabilitation, conversion and joint utilization of facilities 
required for the Reserve components of the United States. The 
Secretary of Defense is authorized to request not to exceed $250 
million through fiscal year 1956 to obtain: 

(a) Federally owned facilities for the Reserve Forces. 

(6) Expansion to existing State-owned facilities to the extent re- 
quired for joint utilization. 

(c) Armories for whic h title would be with the States; the States to 
furnish the land and 25 percent of the cost of the building. 

The Secretary of De fense has delegated responsibility for execution 
of the Reserve Forces facilities program to the three military depart- 
ments. He has retained authority to determine projects to be ap- 
proved and their priority. The projects proposed for funding with 
fiscal year 1955 appropriation request have been approved by the 
Office of the Assistant Secretary of Defense for Properties and 
Installations. 

A long-range construction program has been developed to provide 
the additional facilities required for the National Guard and Army 
Reserve units included in the Department of Army troop program. 
This long-range construction program includes 2,211 projects with an 
estimated cost to the Federal Government of $373.5 million. The 
following is the status through fiscal year 1954 of Department of 
Army authorization and appropriations for construction of these addi- 
tional Reserve Forces facilities: 


[In millions] 


Total requirements_ - - UZ OT. .. Meee $373. 5 
Prior to Public Law 783, 81st Cong., fiscal year 1950-51 iia 29. 6 
Authorization: 

Public Law 783, 81st Cong. _._-.-.------- int ited ede hde Ae .. 1145.0 

Requirements not authorized______.-_--_- sa acon ears eee 198. 9 
Appropriations: 

DERG HEE PR h so CULL COLO. SSC SUS EL LU ad 55. 


Requirements not funded_._.__.......-.-.....------- ow Sr haa hae 
Authorization not funded (Public Law 783, ist ‘Cong 


1 Office, Secretary of Defense allocated $145 million of $250 million Public Law 783 authorization to De- 
partment of the Army 
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The appropriation Tequest of $15 million for fiscal year 1955 repre- 
sents approximately 5 percent of the outstanding funding requirement 
and will provide the following: 


National Guard armories;-86 projects ___......-------.---..---.- $9;> 000, 000 
National Guard nonarmory facilities, 27 projects. _.......-..----- 1, 000, 000 
Army Reserve training centers, 36 projects. _......._...-.--.----- 5, 000, 000 

a ad Niel ail ane RE i a os teenie 5, 000, 000 


CONSTRUCTION CRITERIA 


The individual projects to be constructed from the requested fiscal 
year 1955 appropriations were selected in accordance with following 
i : 

To meet a current, new, or revised mission which cannot be per- 
siti d with any existing fac ility. 

2. Replace a facility destroyed by disaster or so badly deteriorated 
as to be unsafe for continued use. 

3. Replace a leased facility where the cost of the proposed facility 
will not exceed rental over the next 10 years. 

The Congress emphasized joint utilization in the authorization act, 
Public Law 783, 8ist Congress. This aspect is a subject of constant 
review by the Office of the Secretary of Defense and Department of 
the Army. The following is a summary of joint utilization and joint 
construction involved in the 122 National Guard armories and Army 
Reserve training centers in the proposed fiscal year 1955 construction 
program: 


Joint construction _ __ 7 7 


a IEE NO eh a wine dbie nachna ~caieb eee (7) 
ee ay EE Se a RE A es 6 
USAR expansion to existing National Guard SOON YT OLE ts. LGU Sos. (3) 
USAR expansion to existing Department of Navy training center. _____- (3) 
Projects in fiscal vear 1955 program with potential future expansion by_. 48 
Future National Guard expansions to USAR____.-.-.---.--- atectac.. Lee 
Future USAR expansions to National Guard_______._.___---- ae ee ee 
Future expansions by Department of the Air Force___._._.....-.-..---- (9) 
Future expansion by Department of the Navy___._-.-_--------------- (11) 
| Alia cick celal cacda tel n gt atbletahie nat vcl batho ine. ee 


The expansions generally involve sddition of exclusive use space 
for the construc tine component. Common use space, such as drill 
or assembly halls, classrooms, and rifle ranges would be used jointly. 
Of the 122 armory or training center projects in the fiscal year 1955 
proposed program 61 projects or 50 percent involve joint construction 
or joint utilization. 

PROPOSED PROGRAM 


The proposed program for the Army National Guard was developed 
by the Chief of the National Guard Bureau after close collaboration 
with the adjutants general of the States and Territories. The Army 
Reserve program was developed by the executive for Reserve and 
ROTC affairs. These program requirements will be presented by 
Maj. Gen. William H. Abendroth, Chief of the Army Division, 
National Guard Bureau, and Col. Philip F. Lindeman, executive for 
Reserve and ROTC affairs. 
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If you will turn to page 4 under tab 26 in your justification book, 
General Abendroth will present the National Guard program (budget 
activity 6500). 

NATIONAL GUARD CONSTRUCTION 


Senator Ferauson. Now I would like to go to this question of 
armories. I suppose you heave heard of those, General Abendroth. 

You put in a figure on the budget, and as I understand it, the House 
gave the amount you asked for. 

General ABENDROTH. Yes, sir. 

Senator Frerauson. Are you requesting any more money? 

General ABENDROoTH. No, sir. I am asking for the same amount of 
money that was requested before the House. 

Senator Fercuson. As I understand it, you have a carryover at 
the present time in the building fund. 

General ABENDROTH. Yes, sir. 

Senator Fercuson. How much? 

General ABENDROTH. $2 million for armories into fiscal year 1956. 

Senator Fercuson. How much have you contracted for? 

General ABeNDROTH. We have at the present time in the Bureau 
$39 million either in contracts or in the negotiation stage. 

Senator Fercuson. You say you have $39 million in contracts and 
in the making? 

General ABENDROTH. Yes, sir. 

Senator Fercuson. How much in the making and how much in 
contracts? 

Colonel Youna. $18 million under contract. 

Senator Fercuson. $18 million is under contract? 

Colonel Youne. Yes, sir. 

Senator Fercuson. And the rest is ready to be or at least in a posi- 
tion that you could contract, is that right? 

Colonel Youna. No, sir. I think I have confused you, sir, because 
of the fact that I was thinking of $39 million worth of projects which 
are approved, ready for the States to proceed, including $8 million 
worth of projects which we have requested approval for. When I 
gave you the figure of $18 million under contract, that is over and 
above that $39 million. 


PROJECTS SUBMITTED 


Senator Fercuson. Let me see if I understand this. The States 
have submitted to you $39 million worth of contracts. 

Colonel Youna. Projects. 

Senator Ferauson. Let us call them projects instead of contracts. 

Colonel Youna. Yes, sir. 

Senator Fireuson. They have submitted to you $39 million worth 
of projects. 

Colonel Youna. Yes, sir. 

Senator Frrauson. Have the States the money for those $39 
million of projects? 

Colonel Youne. Thirty-four States have $18.5 million as of yes- 
terday. 

Senator Ferauson. Thirty-four States have $18 million worth of 
money appropriated by the States for matching purposes? 
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Colonel Youna. Yes, sir. 

Senator Fercuson. On this $39 million worth of contracts? 

Colonel Youna. Yes, sir. 

Senator Frerauson. How much has the Federal Government at 
the present time—they have the $2 million carryover. 

General AnenprotH. We are talking about a $2 million carryover 
into fiscal year 1956. 

It. is estimated that there will be approximately $16,598,000 avail- 
able in fiscal year 1955 for construction of armories. This amount is 
made up of an estimated carryover of $9,598,000 from fiscal year 1954, 
plus an additional amount expected to be appropriated in fiscal year 
1955 of $9 million, less the $2 million expected to be carried over into 
fiscal year 1956. It should be noted that none of these figures cover 
any of the funds which we have or will have available for non-armory- 
type construction. 

Senator Fercuson. If you got what the House gave you, you could 
put in $16 million and carry over $2 million? 

Colonel Youna. Yes, sir. 

General AnENDROTH. Yes, sir. 

Senator Fercuson. So you could put in $18 million and you could 
match the full amount that the 34 States have? 

General AnenpRotH. We would not use all of the State money 
because the States put up 25 percent and the Federal Government 
puts up 75 percent. 

Senator Frereuson. It is not 50-50? 

General AnenprotaH. That is right. 

Senator Feracuson. It is 75-25? 

General Anenprotn. Yes, sir. I would like to say, Senator, this 
money in the States is l-year money. It is appropriated by the 
legislature, and if it is not used in that year, it has to be reappropriated. 

Senator Fercuson. Yes. Then you would not be able to cover 
this $18 million. 

General AnenprRotH. No, sir. 

Senator Fereuson. Some of it will have to lapse. 

General ABENDROTH. Yes, sir. 


ARMORY FOR DETROIT 


Senator Fercuson. We have a situation in Detroit that has been 
called to my attention that they want to build what is known as a 
“ten” unit. 

General ABenprotH. Yes, sir, I am familiar with that. 

Senator Ferauson. There seems to be no provision in the law to 
allow a “ten’’ unit for a large city like Detroit. Will you give me an 
explanation of that? 

General Apenprotu. Yes, sir. There is a provision in the law, 
Senator, for that size armory. 

Senator Fereuson. But not enough money? 

General ApenprotH. That is right. The criteria we are working 
under is smaller armories. It would have to be a deviation from the 
present rules that are laid down to build this, which I think could be 
justified. 

Senator Fercuson. Do you think that under the present law an 
armory such as they are proposing in Detroit to cover a large metro- 
politan area could be built? 
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Colonel Youna. Yos, sir, I think it can, except the criteria set up 
by the Department of Defense for the size of the armory to be pro- 
vided must be increased by the Department of Defense. 

Senator Ferauson. In other words, the Department of Defense has 
not as yet recognized the building of a “ten’’ unit armory? 

Colonel Youna. They have recognized the building of a “ten’’ unit 
armory, but not of the size of the one contemplated for Detroit, which 
is 2% or 3 times the size of the one now visualized as being an austerity 
type ‘‘ten” unit armory. 

Senator Frerauson. In other words, Detroit is anticipating some- 
thing enlarged from the regulation of a ‘‘ten” unit armory? 

Colonel Youna. Yes, sir; that is correct. 

Senator Fereuson. Is Detroit’s program sound, in your opinion? 

Colonel Young. It isin my opinion; yes, sir. We have just received 
the program from Detroit. 

Senator Ferguson. You have gone over it? 

General AnenprotH. It is in the Bureau now under study to be 
presented to Assistant Chief of Staff G-4 of the Army and up to the 
Secretary of Defense. There was a delegation down from Detroit that 
I talked to, and I promised them that I would carry this personally on 
through, because it is a little different than the usual run of the 
armory. 

Senator Ferauson. Yes, it is. 

Colonel Youne. But in my opinion it can be justified. 

Senator Ferauson. As you see it now, then, it looks as if it might 
be accomplished and it is within the law. 

General AneNpDRoTH. Yes, sir. 

Senator Fercuson. So it is regulation, rather than arbitrary law 
that is interfering at the present time? 

General Carrer. The Department of Defense criteria under which 
the armories are constructed which has been concurred in by the 
Army and National Guard Bureau. These criteria will attempt to 
stretch out our money to build as many small armories as possible, 
but it does not preclude in exceptional cases, coming in with all the 
requirements to the Department of Defense and getting approval. 
So that within the law and actually within the policy, this can be done. 
It will require some special justification which General Abendroth is 
ready to present. 

Senator Ferauson. And, of course, Detroit is probably unique. 
We are now without much in the way of armory facilities. We have 
an artillery armory up in the north end. We are contemplating the 
building of an armory like this to meet a special situation. You see, 
our old armory burned a few years ago. So Detroit, which in my 
opinion—I happen to come from there, and we were talking about 
manning these sites in case of war—it would appear that Detroit is 
such a metropolitan area that would certainly be in the line of fire 
if we ever got to war 

General Carter. May I say Detroit is one of the critical areas 
where we are working hard from a defense standpoint. 

Senator Ferauson. Yes, | was wondering if there was a law needed 

General Carrer. No, sir. 

Senator Frerauson. It is a matter of justification now. 

General ApenprotH. And we feel we can justify it. 
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Senator Fercuson. In other words, you feel you can justify what 
they presented. 

General Anenproru. Yes, sir. 

Senator Fercuson. I might say if I can be of any help in getting 
the data you need if you will let me know, I will do all I can. 

General Anenprotu. Yes, sir. 

Senator Fercuson. Is there enough money in the budget to do 
what Detroit would like to do? 

Colonel Youne. We have enough money, sir. 

Senator Ferauson. Do not say no, just because I happen to be 
chairman. Here is the spot. 

General Apenproru. I think I can state it for you, sir. In the 
project that we have now to cover the $9 million that the House 
allowed us, this project was not considered in that. 

Senator Fercuson. This increase in Detroit was not? 

General AnenprotH. Thatisright. When we were given $9 million 
to defend, it was necessary to adjust our armory construction to the 
$9 million. The Detroit project was not in at that time. 

Senator Fercuson. Having in mind the national interest, the 
message of the President now comes down to ask the ability to 
transfer, is that correct? 

General ABENDROTH. Yes, sir. 


TRANSFER AUTHORITY 


Senator Frreuson. What about having the right to transfer into 
this building fund so that you can program this armory if it is in 
the national interest? 

General AsenprotH. The Army would have to answer that, 
because it would be transferred from Army appropriations to the 
National Guard—this appropriation we are now discussing. 

Senator Fercuson. What do you say? 

General Carter. Of course, there is complete freedom of action 
within the National Guard armory construction program to transfer 
from one location to another. 

Senator Fercuson. I understand that. I am talking about the 
other transfer into the fund. You see, there is $18 million now and 
there is $39 million approved, that is, coming from the States. 

General ABENDROTH. Yes, sir. 

Senator Fercuson. So that if they decide that it is in the national 
interest to build more armories, or to cover all that have been appro- 
priated by the States—and the Detroit situation is an example, a 
big metropolitan area without an armory, in a critical area in case of 
bombing—if you say that it is within the national interest, there 
would be the right of transfer just as the President is asking for funds 
to be transferred to the National Guard to pay salaries, and so forth. 
What do you say about that? 

General Carter. That is a question for the Comptroller of the 
Army, because it involves legality of a transfer from one appropriation 
to another. 

LEGALITY OF TRANSFER 


General Moors. Speaking for the Office of Comptroller, Secretary 
of Defense, I can say that the language proposed by the Bureau of the 
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Budget, if modified to include the transfer from ‘Procurement and 
production, Army” to this construction fund, would be just as legal 
as any other transfer that has ever been in the past. Not only that 
but there is certainly sufficient unprogramed funds anticipated to 
carry forward into the fiscal year 1956 in that appropriation to more 
than meet any possible foreseeable requirement. 

Senator Fercuson. With that statement, it would indicate that if 
we could provide for such transfers, and then feel that your office 
would only program those that were justified, then we would have a 
situation where there would be plenty of money, and we would not 
have to appropriate for this particular fund. 

Here is what we do not want to do, and I think you will agree with 
us. We do not want to just create funds and have the States feel, 
‘if we do not get our money appropriated up in this State now, we 
are not going to get this.” I want them to feel that they can come 
down here and if they can justify it and appropriate their money, 
that your office in the national interest, if it is in the national interest, 
can transfer enough money over and do it. 

General Carrer. If it is legally possible, sir, as far as I am con- 
cerned as director of the construction program, we would certainly 
have no objection to transferring from other funds. 


NEED FOR LEAD TIME 


General ABENDROTH. We would have to have some lead time, 
Senator. 

Senator Freravson. Tell us about that. 

General ApenprotH. We could not wait until we ran out of money 
and then come and ask for additional money, because this is an unusual 
program. 

Senator Fereuson. This transfer would give you lead time 
You would know it was there. You had the ability and you could 
work on that ability. 

Mr. Roperick. That would be quicker than any other method. 

Senator Ferauson. Yes; it would be quicker than any method 
we could give you with a deficiency appropriation. 

General AnENDROoTH. Would we be told what our limit was? 

Senator Frerauson. I do not want to go that far this morning. 

Is there anything more that you would like to say on this? 


ADEQUACY OF HOUSE ACTION 


General Asbenprotu. I would like to say this, Senator. We 
are very happy about the treatment we got from the House. We 
went in there and asked for a certain amount of money. We had a 
program to justify that money, and the House gave it to us. [| 
want to say as far as the National Guard Bureau is concerned, we 
are perfectly satisfied with the action that the House took. They 
gave us just what we asked for. Congressman Ford, from Michigan, 
Congressman Sykes from Florida, and Congressman Miller, from 
Maryland. I would like to get that on the record, that we are per- 
fectly satisfied with the House action. 

Senator Frrauson. If there is nothing else, we appreciate’ your 
appearance, gentlemen. 

General ABpeNDRoTH. Thank you, sir. 

449915433 
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ArMyY Reserve CoNnstTrRuUCcTION 


STATEMENT OF BRIG. GEN. PHILIP F. LINDEMAN, EXECUTIVE 
FOR RESERVE AND ROTC AFFAIRS 


GENERAL STATEMENT 


General Carter. General Lindeman will discuss the military con- 
struction for the Army Reserve. 

Senator Feravson. Do you have a statement? 

General LinpeMan. Yes, sir. 

Senator Ferauson. Will you proceed? 

General Linpeman. Mr. Chairman, gentlemen, the appropriation 
request of $5 million for construction of USAR training centers will 
provide facilities at 36 locations for home station training and storage 
of training equipment necessary for Army Reserve training. Most of 
these projects are in smaller communities. Twenty-five are for 200- 
man armories, 7 for 400-man armories, 1 for a 600-man armory, and 
1 for a 1,000-man armory. Requirements for larger projects have 
been covered in previous programs. Construction at each of these 
locations is considered necessary to meet a current training mission 
which cannot be adequately performed in the existing facilities, most 
of which are leased buildings, and some of which are not suitable for 
Army Reserve training. 

Each project has been carefully reviewed as to strength justification, 
possible joint construction, joint utilization of facilities of other 
services, and for possible use of existing Government facilities. 

The fiscal year 1954 program for construction was withdrawn and 
no funds were requested. Participating strengths of the Army Reserve 
were not sufficient to justify many of the projects previously pro- 
gramed. Also, in developing a program based on participating 
strength, it was impossible to justify expenditures for many projects 
as long as strengths were decreasing. However, in the period July 
1953 through February 1954, the trend of strength increases has been 
upward, and we now have justification for reconsideration of many 
projects and we are now justified in requesting the appropriation of 
additional funds. 

Many problems other than strength have delayed the obligation of 
funds. One of the most serious delays in converting funds into build- 
ings has been in acquisition of sites in certain of the more densely 
populated areas of the country. We have often experienced an 18- to 
24-month delay in contract obligation. 

Design problems and space criteria requirements have been resolved 
by the establishment of new standard plans. Using these plans we 
have in the past year completed 17 buildings. Ten others are over 
90 percent completed and 10 additional buildings are in various stages 
of construction. 

Every effort is being made to overcome site-acquisition difficulties. 
With the increased trend in participation, it is anticipated that the 
rate of obligation of Reserve construction funds will be greatly in- 
creased during the next year. Apportionment requests on the revised 
program are being prepared and we are looking forward to a successful 
year of accomplishment. 

Senator Fereuson. Do you have any particular thing you want to 
point out? 

General LinpemMan. No, sir. 
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RESERVE PERSONNEL REQUIREMENTS 


STATEMENTS OF BRIG. GEN. PHILIP F. LINDEMAN, EXECUTIVE 
FOR RESERVE AND ROTC AFFAIRS, AND MAJ. GEN. GEORGE 
HONNEN, CHIEF, BUDGET DIVISION, OCA 


Amounts available for obligation 


ne ran nave 
| 1953 actual | 1954 estimate | 1955 estimate 











Appropriation or estimate - - ; : $73, 000, 000 | $85,500,000 | $90, 000, 000 
Transferred to ‘‘Military personnel, Army,’’ pursuant to 66 
elite UB Sdesuece intatantbeages ente a ; —30, 300, 000 | ie 
Adjusted appropriation or estimate...................- 42, 700, 000 | 85, 500, 000 90, 000, 000 
Prior year balance available é | 52, 881, 067 | -- as : 
Balance transferred to ‘‘ Military pemeunel, Army,” pursuant | 
to 66 Stat. 79 3 ---| —8,! 500, 000 | cal 
Reimbursements from other accounts.........-..--.----- ‘ 5, 000 | 166, 000 | 225, 000 
Total available for obligation. -._.--- : | 87 086, | 967 r 85, 666, 000 90, 225, 000 
Unobligated balance, estimated savings (available for adminis- | 
trative reappropriation in subsequent year). ---- —9, 659,096 | —7, 985, 069 
a in fund acstcciiaepeltedatl) 
Obligations incurred -- ita . 8 77,427,871 | 77, 680, 931 90, 225, 000 
| | 
Obligations by activities 
Description | 1953 actual | 1954 estimate | 1955 estimate 
Direct Obligations | 
1, Personnel requirements, Army Reserve. .-..-.-....-- $59, 464, 539 | $59, 469, 931 $71, 235, 000 
2. Personnel requirements, ROTC_... Sinaia - | 17, 957, 432 | 18, 045, 000 18, 765, 000 
Total direct obligations. ...................-.------- 77, 421, 971 |_7 . 514, 931 90, 000, 000 
Obligations Payable Out of Peimbursements From Other 
Accounts 
1. Personnel requirements, Army Reserve. bobtdas 4, 790 166, 000 225, 000 
2. Personnel requirements, ROTC..................-..-.--. 1,110 
Total obligations payable out of reimbursements from 
other accounts_.-.. aa snemenininttiiliaaas atl 5, 900 166, 000 225, 000 
| a a a —_—e 77, 427, 871 77, 680, 931 90, 225, 000 





GENERAL STATEMENT 


Senator Fereuson. The next appropriation will be ‘Reserve 
Personnel Requirements.” 

General Honnen. The principal witness for this appropriation is 
Brig. Gen. Philip Lindeman, Executive for Reserve and ROTC 
affairs. General Lindeman has a prepared statement. 

Senator Fereuson. Will you proceed, Genera) Lindeman. 

General Linpeman. Mr. Chairman, gentlemen. I appreciate the 
opportunity to appear before this subcommittee in defense of. the 
Army Reserve and ROTC budget for fisca! year 1955. 

The fiscal year 1955 budget estimate provides for pay, travel, 
subsistence, and clothing for the Army Reserve. A mandatory 15-day 
tour of active-duty summer camp training is provided for members 
of organized units, USAR school enrollees, and mobilization designees. 
In addition, selected personnel will rec eive active- duty training at 
Army service schools and Army area schools. Paid imactive-duty 
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training for 48, 24, and 12 assemblies will be provided for personnel 
in training pay groups A, B, and C respectively. 

The December 1953 strength of the Army Reserve was approxi- 
mately 900,000. The fiscal year 1954 end strength will be almost 
1,050,000. The fiscal year 1955 end strength will be approximately 
1,500,000. About 90 percent of enlisted portions of the above 
strengths are persons with a legal Reserve obligation. The February 
1954 inactive-duty-pay-status strength was 133,326. The fiscal year 
1954 end stre ngth i is estimated to be 148,000 and the fiscal year 1955 
end stre ngth to be 195,000. 

During fiscal years 1953, 1954, and 1955, approximately 540,000, 
310,000, and 570,000 persons, respectively, have been or will be 
released from active military service with a legal Reserve obligation. 
It is obvious that the military skills and proficiency of obligated 
reservists must be retained if they are to be a dominant force for peace 
or an influential force in the event of another war. The Army has 
offered both patriotic and material inducements to persuade large 
numbers of reservists to participate actively in unit training. The 
response has not been encouraging. About 4 percent of the released 
obligated reservists have participated in Army Reserve training. 
Until July 1953, 4 percent input was not sufficient to overcome losses. 
The lowest point in pay-status strength was the 117,349 in July 1953 
Net gains of 15,977 from that date to February have brought the 
February 28, 1954, strength to 133,326. If the rate of increase is 
maintained, the 148,000 fiscal year 1954 end strength will be achieved. 


PAY-STATUS STRENGTH 


The outgoing fiscal year 1954 pay-status strength is 148,000 and 
outgoing fiscal year 1955 is 195,000. The 47,000 gain includes 18,000 
USAR school enrollees to be paid for 12 of the 24 annual assemblies, 
2,000 mobilization designees, and 27,000 in organized units. 

Many factors over which there was little control contributed to the 
fact that Army Reserve pay strengths did not reach programed levels 
during the past few years. Among these were the Korean emergency 
and the recalls of reservists to active service; the evaluation program 
and other actions to clear the deadwood from the Reserve; and the 
greatest of all has been the failure of sufficient returnees to partic ipate 
on a voluntary basis in the program. 

This fiscal year 1955 estimate is based more upon reasonable and/or 
proven capabilities and less upon hopeful expectations than any 
Army Reserve budget in recent years. 

USAR school enrollees are currently participating in 24 nonpaid 
assemblies. Attainment of the ingoing 13,000 and outgoing 18,000 
on inactive duty pay for 12 of the 24 assemblies will involve little 
more than placing the 13,000 on inactive duty pay status as of July 1, 
1954. 

February 1954 mobilization designee strength is 8,971. The 2,000 
increase duri ‘ing fiscal year 1955 will permit a considered and carefully 
selective gain toward the full requirement of 20,000. 

If the August 1953 through February 1954 average monthly net 
gain continues, no difficulty will be experienced in attainment of the 
27,000 gain in organized units. 


: 
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The very important ROTC program provides the majority of junior 
officers for the Active Army and for the Army Reserve. The National 
Guard also obtains junior officers from this source. This budget 
provides pay, travel, subsistence, and clothing for support of the 
ROTC program. 7 

In fiseal year 1955 the senior division will train 147,450 students, 
35,450 in the officer-producing advanced course and 112,000 in the 
basic course. It is estimated that 60,000 students will be enrolled 
in the junior division. From 16,450 students in the second year 
advanced course, it is estimated that 14,700 graduates will be com- 
missioned. The production goal for the ROTC continues to be 23,200 
second lieutenants each year. 

Fiscal year 1955 attrition rates, except for first) year advanced, are 
based upon the latest available 3-year average. The first year 
advanced ingoing estimate is based upon fiscal year 1954 to reflect 
an apparent downward trend. The outgoing estimate and summer 
camp attendance is based upon the latest available 3-year average 
since no abnormal trend has been noted. 

Thank you. 

NEW RESERVE PROGRAM 


Senator Fercuson. Are you familiar with the new Reserve program? 
Has it been issued as far as the Army is concerned? 

General LinpeMaN. I am familiar with the program. 

Senator Frreuson. Is there any new Reserve program out? 
There was to be one announced last week or this week. 

General LinpeMAN. I do not know the exact status at this time. 

Senator Frercuson. Do you consider the strength goals in this 
budget any more realistic than those of the past several years? 

General LinpemMan. Yes, sir. The Army Reserve experienced a 
continual decrease in the strength of reservists assigned to pay status 
units from the start of hostilities in June 1950 through June 1953. 
The June 30, 1953, strength was a low of 117,323. Even after active 
duty recalls resulting from the Korean conflict were sharply reduced, 
the strength gains to June 1953 were not great enough to offset losses. 

However, beginning with July 1953, the declining trend of the past 
3 years was reversed and our gains since that date have been more 
than enough to offset attritional losses. From July 1953 through 
February 1954, pay status strengths increased from 117,323 to 133,326. 
The net gai during February was 4,065. Assuming that something 
near the February rate of increase can be maintained, the proposed 
fiscal year 1955 strength can be attained. 


USAR SCHOOL PROGRAM 


Senator Ferauson. I notice an item in this budget for USAR 
scheols: which I have not noticed in past years. Just what is the 
USAR school program? 

General Linpeman. The USAR school program is the means by 
which we bring technical Army service school training to the home 
town of reservists. Because of their civilian occupations, many 
reservists are unable to attend a several months residence. course at 
established service schools. Through the facilities of a USAR school 
in his home town the reservist can, over a 3-year period, gain technical 
training comparable to that offered in resident service school courses. 
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Senator Ferauson. We all recognize that Public Law 51 of the 
82d Congress requires a period of service in a Reserve component 
after release from the active Army, of individuals inducted under the 
Selective Service System. Are you able to provide a “military home’”’ 
for these obligated reservists by assigning them to a Reserve unit or 
provide some type of training which would permit them to discharge 
their obligation to the Government? 

General Linpeman. Actually, because of geographic reasons, only 
about 63 percent of our Reserve potential is located within reasonable 
proximity to Reserve units and could participate actively with a unit. 
However, Army extension courses and training are offered whereby a 
reservist can actively participate in Reserve training. As a matter 
of fact, vacancies for assignment of enlisted personnel exist in almost 
all units throughout the United States. 

Senator Fercuson. What is the Army doing to make the program 
more attractive to the reservist in order to encourage his active 
participation? 

General Linpeman. The Army offers pay, retirement, promotion, 
and the right to lessen vulnerability to recall to all returned obligated 
reservists. To promote the motivation to participate, the Army is 
employing an information program at transfer centers; personal 
followups by military district and local unit personnel; newspaper 
ads; television and radio spot announcements; booklets, brochures, 
and pamphlets; and other national and local media. 


[ CoMPETITION IN RECRUITMENT 


Senator Fereuson. Is the Army in competition with the Air Force 
and Navy in recruiting personnel for the Army Reserve? 

General LinpemMan. No, sir. The recruiting effort of the Army 
Reserve is directed toward getting already obligated Army reservists 
to participate in the program. I speak only for Army, but I under- 
stand that each of the services prefers to obtain participation of men 
who are already trained by reason of active duty in that service. So 
long as there is a sufficient number of obligated reservists in each of 
the services to fulfill the needs of each service, competition between 
services is negligible. 


EXPANSION OF ARMY RESERVE PROGRAM 


Senator Frrauson. Do you have any plans to expand the Army 
Reserve program in fiscal year 1955, such as the authorization of 
different types of training not currently being conducted? 

General LinpeMan. Yes, sir. The fiscal year 1955 budget estimate 
provides for Reserve participation in Army conducted command post 
exercises designed to give both the Reserve and the Regular forces 
training in teamwork such as would be necessary in the event of 
attack on this country. 

Senator Fercuson. We got an order this morning from the Air 
Force on ROTC. Have you done anything recently on that? 

General LinpemMan. I do not understand your question, 

Senator Fereuson. On the officers in the ROTC. 

General LinpemMan. At the present time we are commissioning 
everybody we are putting on in 1954. 

Senator Fereuson. You do not have the problem? 

General LinpemMan. Not immediately. 
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Senator Frereuson. Are you looking ahead to see what will happen 
with your program? 

General LinpEMAN. Yes, sir. 

Senator Frercuson. Are you putting yourself in a position that you 
are not going to be accused of misleading these boys? 

General Linpeman. At the present time, Senator Ferguson, we 
already have announced in the field to our MS-3 people going into the 
advanced course, that if things do not change there is a possibility 
that they might not be commissioned. 

Senator Ferauson. They are being warned that they are not 
necessarily going to be commissioned? 

General LINDEMAN. Yes, that is correct, sir 


Army NATIONAL GUARD 


MAJ. GEN. W. H. ABLNDROTH, CHIEF, ARMY DIVISION, NATIONAL 
GUARD BUREAU; MAJ. GEN. G. HONNEN, CHIEF, BUDGET 
DIVISION, OCA; LT. COL. H. S. YOUNG, CHIEF, INSTALLATIONS 
BRANCH; AND GEORGE H. RODERICK, ASSISTANT SECRETARY 
(FM) 

Amounts available for obligation 


| ; 
1953 actual | 1954 estimate | 1955 estimate 








Appropriation or estimate... ------| $153, 300,000 | $210,035,000 | $218, 530, 000 
Transferred to “ Military personnel, ys pursuant to | | 
66 Stat. 79_..- 4 rx a —20, 500, 000 heaped a ace 
Adjusted appropriation or estimate. ..............- a“ | 132, ‘800, 000 | 210, 035, 000° | ~ 218, 530, 000 
Prior year balance available__... | 77,397,032 | bade Sie oan 
Balance transferred to “‘ Military personnel, Army,’”’ pursuant 
to 66 Stat. 79_. ‘ ‘ —11, 400, 000 peaks Epson 
Reimbursements from other accounts......-.----------- | 629, 391 600, 000 610, 000 
Total available for obligation... -_. .| 199, 426, 423 210, 635, 000 219, 140, 000 
Unobligated balance, estimated savings (avails able for admin- | 
istrative reappropriation in subsequent Dpawateoseoen | —29, 911, O88 8, 249, 000 
Obligations incurred. ; 169, 515, 335 | 202, 386, 000 219, 140, 000 
Comparative transfer to “Maintenance and operations, 
pC —g ne hie dbax ‘ a ‘ |} —l, 716, 037 — 


I iltinncn.nogucrctiinnnindihatiiileneons | 167, 700,208 | 202, 386, 000 | 219, 140, 000 


Obligations by activities 




















Description 1953 actual | 1954 estimate | 1955 estimate 
Direct Obligations | 
1. Military personnel hs gueél dttiinieudeendslhe | $96, 664,417 | $104, 858, 000 | 737, 000 
2. Command and manage ment _ | 1, 223, 172 1, 248, 000 , 000 
3. Training ...._- en dead ; bidet j 1, 601, 105 | 2, 004, 000 000 
4. Materiel . . 7,036,975 | 23, 461,000 | , 000 
5. Supplies and repair parts... } 31, 000 
6. Services, including maintenance... J 757, 000 
Total direct obligations..................- ‘ | , 000 
Obligations Payable Out of Reimbursements From Other Accounts | "| 
1. Military personnel ; oes : a 538, 428 | 500, 000 500, 000 
5. Supplies and repair parts_.. ‘ Sid euuis : ‘ | 70, 987 | 75, 000 85, 000 
6. Services, including maintenance... | 19, 976 | 25, 000 | 25, 000 
Total obligations payable out of reimbursements from 
other accounts .............- wilddda dducctcceedaue dete 629, 391 | 600, 000 610, 000 
—— SS) |) = = 
a 167, 799, 298 202, 386, 000 219, 140, 000 
' 
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COMMUNICATION FROM THE PRESIDENT 


Senator Ferauson. Now we have the National Guard. As far as 
the National Guard is concerned, I would like to put in the communi- 
cation from the President in relation to the draft which proposed the 
provisions pertaining to the fiscal year 1955 for the Department of 
Defense in the form of an amendment to the budget for said fiscal 
year. That will be inserted in the record at this point. 

(The communication referred to follows:) 


[S. Doe. No. 124, 83d Cong., 2d sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED States TRANSMITTING 
DraFrrs OF PROPOSED PROVISIONS PERTAINING TO THE FiscaL YEAR 1955 FoR 
THE DEPARTMENT OF DEFENSE, IN THE FORM OF AMENDMENTS TO THE BUDGET 
FOR SArip Fiscat YEAR 

Tue Wwite House, 
Washington, May 20, 1954. 

The PRESIDENT OF THE SENATE. 

Sir: I have the honor to transmit herewith for the consideration of the Con- 
gress drafts of proposed provisions pertaining to the fiscal vear 1955 for the 
Department of Defense, in the form of amendments to the budget for said fiscal 
year. 

The details of these proposed provisions, the necessity therefor, and the reasons 
for their submission at this time are set forth in the attached letter from the 
Director of the Bureau of the Budget, with whose comments and observations 
thereon I concur. 

Respectfully yours, 
Dwicutr D. ErseENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 19, 1954. 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration drafts of 
proposed provisions pertaining to the fiscal year 1955 for the Department of 
Defense, in the form of amendments to the budget for said fiscal year, as follows: 


DEPARTMENT OF DEFENSE-—MILITARY FUNCTIONS 


Budget 
eK Heading 
page 
DEPARTMENT OF THE ARMY 
500 ARMY NATIONAL GUARD 
Add the following provisos at the end of t*e paragraph under this head:) 
: Provided, That, in addition, the Secretary of the Army may transfer not to exceed $25,000,000 to this 
avpropriation from the appropriation “Procurement and production, Army’’: Provided further, 
That obligations may be incurred under this appropriation for installation, maintenance, and oper- 
ation of facilities for antiaircraft defense without regard to section 67 of the National Defense Act. 
DEPARTMENT OF THE NAVY 
519 AIRCRAFT AND RELATED PROCUREMENT 


(Add the following proviso at the end of the paragraph under this head:) 
: Provided, That $700,000 of the foregoing amount shall be transferred to the appropriation “Salaries 
and expenses, Weather Bureau’’, fiscal year 1955 


The provisions pertaining to the Army National Guard will provide by transfer 
additional funds required because of an unexpected enrollment increase and the 
implementation of the antiaircraft defense program, and further will exempt 
funds for National Guard antiaircraft defense programs from allocation by States. 
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The provision for the Navy would make available for transfer the amount 
required for the cost of certain weather.observers engaged in defense-related work. 
I recommend that the foregoing proposed provisions be transmitted to the 
Congress. 
Respectfully yours, 
RowLanD HuGHEs, 
Director of the Bureau of the Budget. 


GENERAL STATEMENT 


Senator Ferauson. Do you have a statement, General? 

General ApuNpDROTH. Yes, sir. 

Senator Feracuson. Will you proceed, please. 

General Anunprora. Mr. Chairman, gentlemen, the fiscal year 
1955 budget estimates submitted and defended before the Army 
Appropriation subcommittee of the House of Representatives pro- 
vided $218,530,000 to support an opening personnel strength of 300,000 
and a closing personnel strength of 325,000 for the Army National 
Guard. 

Successful recruiting in the several States in recent months required 
a revision during April of the fiscal year 1954 end strength from 300,000 
to 325,000 which is now the revised opening strength for fiscal year 
1955. The revised end strength for fiscal year 1955 is 375,000 which 
permits a net gain of 50,000. The increase in strength is readily 
obtainable when compared to the estimated gain of 69,200 in fiscal 
vear 1954 and the actual gain of 41,200 in fiscal year 1953. The 
planned new end strength would consist of an estims a 32,400 
officers, 7,000 warrant officers, and 335,600 enlisted men in 5,300 units. 

The revised total now being requested is $243,530,000 or an i thcreniged 
request of $25 million over the $218,530,000 approved by the House 
of Representatives on April 29, 1954. The increased revised request 
provides $18,906,000 to support the strength changes referred to and 
$6,094,000 to support the antiaircraft defense program which provides 
for the location of National Guard AAA batteries on certain sites 
vacated by the Regular Army. 

The training program for the Army National Guard provides for 
48 armory drills, 15 dé ays summer field training, and a school program 
covering military occ upational specialty, staff, command and instruc- 
tor training. There is also included command post exercises to be 
conducted by the Army, and a provision for subsistence during week- 
end training periods. 

Fund requirements for the logistical support of the Army National 
Guard during the new year are based on the increased strength in 
personnel and units, and cover the usual re quirements for supplies, 
equipment, maintenance, transportation, subsistence and operation of 
facilities. 

NEW REQUIREMENTS 


New requirements, in addition to those for the increased strength 
and the antiaircraft defense program, include employer’s contribution 
to the social security tax fund for the State civilian employees covered 
in this program and reimbursement to the Post Office Department for 
first-class postage charges for official mail posted under the franking 
privilege. 

The National Guard program is progressing very satisfactorily and 
the goals that have been anticipated can be realized. Training pro- 
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grams are advanced as units develop proficiency for their mission in 
any implementation of national defénse plans. 

We urge that the growth and strengthening of the National Guard 
be permitted to continue and earnestly solicit continutaion of the fine 
support rendered the National Guard program by the Congress. 

Senator Frreuson. I have some general questions that I would 
like to ask at this time. 

General ABENDROTH. Yes, sir. 


NEW UNIT ACTIVATION 


Senator Fareuson. How are you coming along on activation of 
new units? 

General AnenprotH. At the end of fiscal year 1952 we had some 
3,551 company size units in the program. By the end of fiscal year 
1953 this number had increased to 4,616 and it is estimated that there 
will be 5,152 by the end of fiscal year 1954. The program anticipates 
that there will be 5,300 by the end of fiscal year 1955. 

Senator Ferauson. Have all units which were recalled to active 
service after the outbreak of hostilities in Korea been returned to 
State control? 

General Anenprotu. All 8 divisions and 3 RCT’s, together with 
their histories, flags, and so forth, have been retained by the Army. 
However, all personnel, except those desiring to remain in active 
Federal service, have been returned. Units bearing the same numeri- 
cal designation as those left with the Army have been organized as 
NGUS units under authority of Public Law 461. 

Senator Ferguson. What are the principal sources of officer and 
enlisted personnel for the National Guard? 

General AseNpDrRoTH. Officers: Senior ROTC graduates, officers 
and former officers of the Armed Forces, specialists and technical 
experts, OCS graduates, qualified warrant officers, and enlisted 
personnel. 

Enlisted: 17- to 18-year-age group, returning selectees with a 
reserve obligation, 18% to 26 year age group both subject to selective 
service and those not subject to selective service, and those over 26 
years of age and not subject to selective service. 

Senator Ferauson. Are major items of equipment on hand adequate 
to meet the training needs of the National Guard? 

General AneNnpRotH. Equipment on hand, in general, is adequate. 
There are some shortages, but in most cases issues are scheduled and 
are being made available as rapidly as possible. The only item which 
is causing any real difficulty at the moment is antiaircraft artillery 
fire control systems which are being supplied rather slowly. 


DIVISIONAL TRAINING 


Senator Ferauson. Does the National Guard conduct divisional 
training as such or has the state of training of units and individuals 
advanced to the point where training as a division is feasible? 

General Anenproru. Divisional training as such is not feasible at 
this time. Generally field training is conducted at small-unit training 
to include company size. However, certain divisions, advanced in 
their training, will be able to conduct training up to and including 
battalion level. 
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Senator Ferauson. How many States desire a weekend training 
program as opposed to those who do not? 

General ABENDROTH. All States desire weekend training, although 
some States to a greater degree than others. 

Senator Ferauson. Do you have any plans to expand the program 
in fiscal year 1955 such as the authorization of different types of 
training not currently being conducted? 

General ABeNDRoTH. Yes. There is the planned participation of a 
limited number of officers and enlisted personnel in Army-conducted 
command post exercises designed to give both the National Guard 
and the Regular Forces training in teamwork on problems wherein 
both forces would be required to participate in the event of attack 
on this country. 

Senator Ferauson. Do you have some other comments, General? 


INCREASE IN STRENGTH REQUESTED 


General ABENDROTH. Yes, sir. My statement would be in defense 
of the $25 million additional request in excess of the House amount 
which is required for the increase in strength. We were authorized 
a beginning strength of 300,000, and an end strength of 325,000. We 
found that the recruiting was exceeding our strength for fiscal year 
1954, so we had permission to increase the end strength to 325,000 
for fiscal year 1954, which gave us a beginning strength in fiscal year 
1955 of 325,000, and an end strength of 375,000. 

Senator Fercuson. What is the actual figure now? 

General ABENDROTH. That—- 

Senator Ferauson. I realize the budget is quite a few months old. 
What is the present outlay for the beginning of fiscal 1955? 

General AnenprotH. It is very good, sir. We are 13,000 over 
strength at the present time on our phased strength in this fiscal year. 

Senator Frrauson. You are 13,000 over? 

General ABENDROTH. Yes, sir. 

Senator Ferauson. How do you account for that? 

General ApenpRoTH. We have been averaging around 10,000 a 
month net increase for the last 2 or 3 months. Last month our in- 
crease was 9,000 plus, which gave us an end strength as of the end 
of March of 311,615 

Senator Ferauson. Are the men who actually come back going into 
the National Guard? Is that where you are getting this increase? 

General AnenpRoTH. The percentage is not too great there. 

Senator Fereuson. Isn’t it? 

General AnenpRorH. The largest percentage is the younger men. 

Senator Ferauson. You mean the predraft? 

General AnenprotH. Yes, sir. We get about 49 percent of our en- 
listments between 17 and 18%. But of our overall strength in the 
guard, less than 11 percent are under 18 years old. QOur biggest 
turnover is in the younger men. 

Senator Fercuson. Are you finding any evidence that some are 
going into the guard thinking that they can avoid the draft? 

General ABENDROTH. No, sir, I do not believe that is true, because 
the draft was heavier during the time of Korea and at that time our 
recruiting was light. We were not hitting our schedule. Now, since 
Korea is not a threat to the individual, we have been averaging 10,000 











522 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


net increase per month. While Korea was a threat, we were getting 
only three or four thousand per month. 

Senator Ferauson. How do you account for that? 

General Anenprorn. I do not know, sir; it may be a strong re- 
cruiting program. You authorized us $300,000 for our recruiting 
program. We think perhaps we are using that wisely in advertising 
for recruits. 

RESERVE TRAINING PROGRAM 


Senator Sauronstauu. I would like to ask this one question. 
The President, through the Director of Mobilization, Dr. Flemming, 
now has this Reserve tr aining program that has been instituted. 

General ABENDROTH. Yes, sir. 

Senator SatronsTaLy. I assume that that program, if put into 
effect, would require new and different appropriations from what 
you built this budget upon for the National Board and for the Re- 
serve, is that correct? 

General ABenprotH. Yes, sir. This appropriation is based upon 
the present setup for procurement of personnel. 

Senator SavronsTaLy. So if that program does go into effect, 
we will have to reexamine these figures quite materially. 

General ABENDROTH. Yes, sir. 


NATIONAL GUARD PROGRAM 


Mr. Ropericx. Mr. Chairman, I think I would like to say some- 
thing about what my belief is on the National Guard program. I 
was quite active in it in our home city from the industry viewpoint. 
I think much of this increase in the National Guard is the cooperation 
they have now gotten from industry to get young men into that 
program. 

General ApenpRoTH. We are getting quite a bit of free advertising 
from industry for our recruiting program. 

I spoke first of the increase “of the $25 million for the increase in 
strength. Also of that amount $6,094,000 is a requested increase to 
take care of the antiaircraft units going on site to replace the active 
Army. This is a project that is new to the National Guard. Our 
estimate of $6,094,000 we feel is very conservative. We have justi- 
fied it all the way along the line. 

Senator Fercuson. Do you think that will save anything in the 
Regular Army? 

General AnENDROTH. Yes, sir. 

Senator Frxeuson. You think that there is a saving there? 

General ABENDROTH. Yes, sir. 

General Honnen. They are definitely replacing Regular Army units, 
Mr. Chairman, and they are doing it on the minuteman basis. They 
will occupy this site and be employed i in the immediate community 
contiguous to the site. 

Senator Frreuson. You are working this plan out so that we do 
not need so many Regulars at that particular site? 

General Honnen. Yes, sir. 

General Anenprota. It is about like getting a fully manned fire 
department from a fire department like we have out in the suburbs, 
where a few men are on duty. When the bell rings, those men re- 
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cruited for that unit and living ‘n the vicinity can get to the site rapidly. 
There will be enough permaneat men on the site to start firing. 

Senator Ferauson. What I had in mind was not to get a program 
where you had the full force, and you were just using this as a kind of 
training proposition, and if you really did need them, you would have 
what you call a great surplus at the station and probably have con- 
fusion more than you would have real efficiency. 

General ABENDROTH. No, sir. 

Senator Frrcuson. It is your purpose to make this an integrated 
program, so that you would have a skeleton force until the other men 
could come up, and those other men in the National Guard would be 
so trained that they could take the place of a Regular? 

General Anenprortu. That is correct. 

Mr. Roperick. It is very similar to a volunteer fire department. 

Senator Ferauson. Yes; where you have a skeleton force of Regu- 
lars who are there, as we say, to hear the bell. 

(Discussion off the record.) 

Senator Fereuson. | think vou will get more men to come into the 
National Guard if they can get training actually on a site like this and 
realize that they have a place in the scheme of things, rather than what 
is known as just training all the time. I think it will make a great 
difference in your recruiting program and in the morale as far as 
National Guard men are concerned. It is a pretty tough proposition 
to do nothing but train and not have a realization that you fit into a 
particular place in the real service. 

General HoNNEN. Yes, sir. 

General AneENDRoTH. We have already taken over two sites right 
in the Washington area 


RESEARCH AND DEVELOPMENT 


STATEMENTS OF MAJ. GEN. JOHN F. UNCLES, CHIEF OF RESEARCH 
AND DEVELOPMENT, AND BRIG. GEN. K. F. HERTFORD, OFFICE, 
ASSISTANT CHIEF OF STAFF, G—4 


{mounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate $440, 000,000 | $345, 000, 000 $355, 000, 006 
Transferred from ‘‘Emergency fund, Department of Defense,”’ 
pursuant to 66 Stat. 517 and 67 Stat. 336 12, 700, 000 1, 575, 000 
Adjusted appropriation or estimate 4/2, 700, 000 346, 575, 000 355, 000, 000 
Prior year balance available 61, 293, 656 
Reimbursements from other accounts 6, 055, 200 6, 646, 000 6, 200, 000 
Total available for obligation 458, 755, 200 414, 514, 656 361, 200, 000 
Balance available in subsequent year 61, 293, 656 
Obligations incurred 397, 461, 544 414, 514, 656 361. 200. 000 
Comparative transfer from 
“Maintenance and operations, Army” 5, 825, 221 $, 675, 251 
“Aircraft and facilities, Navy’’ 10, 000 
“Ordnance and facilities, Navy” 10, 000 
“Ship and facilities, Navy” 10, 000 
“Operating expenses, Atomic Energy Commission”’ 3, 530, 000 2, 066, 470 
Comparative transfer to “Research and development, Air 
Force”’ — 558, 000 637, 000 


Total obligations : 406, 258, 765 419, 649, 377 361, 200, OO” 
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Obligations by activities 























Description | 1953 actual | 1954 estimate | 1955 estimate 

Direct Obligations 
In a Ni i te $39, 037, 478 $36, 060, 000 $28, 523, 000 
2. Airborne, amphibious, and ‘supply materiel__ scctaacge onl” eae 11, 341, 000 11, 701, 000 
3. Atomic, bi »] gical, and chemical warfare 7 ; ---| 47,934,505 | 65, 696, 739 61, 736, 000 
4. Personnel, intelligence, and planning...._....___- a | 48,489, 899 44, 494, 415 44, 307, 000 
5. Land combat operations bdeeswiadikdindal | 134, 823, 213 129, 393, 862 97, 734, 000 
6. Supporting research and deve elopme nt. armen ne 80, 795, 828 82, 906, 361 63, 862, 000 
7. Boards bektvecsndeinte niet i Dstecttedied 1, 819, 095 2, 635, 000 2, 400, 000 
8. Direct support costs_......... belnthbbinnttisiiebinwdn bili | 39, 965, 244 40, 476, 000 44, 737, 000 
Total direct obligations.................................| 400, 203, 565 { “413, 003, 377 355, 000, 900 
Obligations Payable Out of Reimbursements From Other a " ae 

Accounts 

2. Airborne, amphibious, and supply materiel. __. 37 ED Venkdwckisccn 
4. P ersonnel, intelligence, and planning... .................- -| 177, 521 203, 800 200, 000 
5. Land combat operations arte podcmai 6, 257 10, 000 10, 000 
6.LSupporting research and development__- Jedeteid. dood 5, 823, 653 6, 377, 200 5, 940, 000 
8.) Direct supporting cost. _........-.-.--.--- val 47, 732 50, 000 5 000 
|-- - -| —--—— 

Total obligations payable out of reimbursements from | 
other accounts _........._.__. aaa aha : 6, 055, 200 6, 646, 000 6, 200, 000 
—— = | 
a » 406, 258, 765 | 419,649,377 | 361, 200, 000 








GENERAL STATEMENT 


Senator Fercuson. We will now take up the appropriation 
‘Research and development.’”’ Have you a statement? 

General Uncies. Mr. Chairman, I have a prepared statement. 

Senator Fercuson. You may proceed, General. 

General Uncies. Mr. Chairman, gentlemen. The research and 
development budget of the Army that has been presented to you is 
designed to continue this program at the current level of effort. As 
we have said in the past, and will continue to affirm, there is no 
absolute dollar figure that can be defended as being necessary for 
research and development, but rather we have reached the present 
level by a continuous assessment of the value of the work we are 
doing Sadend ed against the overall availability of funds. In making 
this assessment, an important factor has been that the maintenance 
of a reasonably constant level of effort, by establishing a stable pro- 
gram, contributes more to the total effectiveness of research and 
development than any other single factor. I cannot emphasize too 
strongly the importance of continuity of effort. 

In view of the complexity of this program, we will make no attempt 
to discuss the details of every research or development effort, but will 
endeavor to put the program in proper perspective by touching on 
highlights in each operational category. ‘These categories have been 
se Tea ted to coincide with the budget document you have been 
furnished. 

In Air Defense, this past year has seen the fruition of a major Arm 
effort that has been almost a decade in the making. The NIKE 
guided missile, now in production in significant quantities, is being 
furnished to air-defense organizations now going on site in defense 
of our major industrial centers. Since the details of this development 
have been furnished you previously, there is no reason to repeat such 
a presentation at this time, but it should be emphasized that the 
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NIKE represents a capability of several orders of magnitude superior 
to that of any antiaircraft system previously available to us. 

The question then arises as to why we continue to require funds to 
maintain air-defense development effort ut such a high level. If 
someone could assure us that new aircraft would not be able to fly 
higher and faster than present ones, we could, perhaps, curtail this 
effort, but obviously this is not the case, and air-defense efforts must 
continue to endeavor to keep abreast of aircraft and missile develop- 
ment. 

Moreover, even with the known enemy capability of today, we do 
not pretend that NIKE can fulfill all air-defense requirements. We 
know that it must be supplemented by other weapons to provide a 
weapons system to give maximum air defense effectiveness, 

(Discussion off the record.) 


AIRBORNE LANDING OPERATIONS 


General Uncies. The Army effort in airborne landing operations 
is small not because of lack of emphasis on these developments, but 
rather because the major costs to achieve an airborne capability are 
found in the overall effort to keep weapons and equipment as light as 
feasible and in the costs of cargo aircraft development found in the 
Air Force budget. We have during the past year, achieved successful 
drops of equipment weighing as much as 18,000 pounds. Further 
development will ultimately make even heavier drops a matter of 
operational routine. 

Under ‘“‘Amphibious operations,” the major effort to develop combat 
amphibious capability may be found in other budgets than that of 
the Army, but by agreement with the Navy, we have retained respon- 
sibility for dev elopment of vehicles like the DUKW that is more 
truck than boat. During this past year we have successfully dem- 
onstrated a flotation device that will permit the medium tank to be 
floated across a river in the combat wave that precedes the building 
of a floating bridge. To the extent that such devices can be pro- 
vided, the rapid buildup of a bridgehead is helped materially. 


SUPPLY OPERATIONS 


’ 


The next operational category, that of “Supply operations,” is a 
very difficult one to cover without extensive discussion of details in 
that this part of the program has very few large or individually 
important projects, but is rather a collection of efforts to keep the 
Army abreast of the application of new equipment developed by 
industry. The necessity for maintenance of a continuing high level 
of effort in this category is obvious when you consider the complexities 
in our supply system introduced by the requirement for support of 
guided missiles, and by the necessity to maintain an adequate supply 
system under atomic attack. 

Army effort in atomic warfare is most dramatically portrayed in 
the announcements of operational 280-millimeter gun units being 
shipped to Europe. Any major aggression in Europe will find us 
ready to furnish accurate, reliable and dependable atomic support to 
our front-line units in a closely coordinated battle action that cannot 
be achieved by any other system now available, or to be available 
in the near future. However, we must recognize that atomic and 
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thermonuclear developments do not permit us to rest on that one 
accomplishment and Army effort must continue to take full advan- 
tage of the remarkable advances being made at Los Alamos and 
Livermore so that these new capabilities may also be made available 
to support the effort of combat forces. We must also develop to the 
maximum practical extent defensive measures to mitigate the effects 
of enemy attack. 


BIOLOGICAL WARFARE ACTIVITIES 


General Uncies. During the current fiscal year we have taken an 
important step in connection with our biological warfare activities 
in that we have made mutual arrangements with the Department 
of Agriculture to transfer to that agency the research and develop- 
ment effort in the defensive aspects of antianimal and anticrop agents 
that we had previously been supporting. This will permit the 
Army to concentrate its limited resources on the more military aspects 
of this weapon. 

(Discussion off the record.) 


CHEMICAL WARFARE PROGRAM 


General Unctes. The Army effort in chemical warfare continues to 
be directed to the achievement of a capability to retaliate with the 
most effective possible gas weapons in the event they are used against 
us. At the same time, we must be sure that everything necessary is 
done to give us an adequate defense against tasteless, ‘odorless, and 
colorless gases we know our potential enemy is making and stockpiling. 

(Discussion off the record.) 


PERSONNEL OPERATIONS 


General Uncies. Under “Personne! operations,’’ we budget for 
most of the research effort of the Surgeon General and a large part 
of the program of the Quartermaster in food and clothing research 
and development. It is rare that an item in this category has any 
of the dramatic impact of a successful weapon development, but we 
do consider that the successful development of a usable body armor 
is a highlight of this program. We should also like to call your atten- 
tion to the strong support we are giving under this operational cate- 
gory to the program for preservation of food by cathode ray or similar 
sterilization. If we can successfully develop an economical system 
of preserving foods without the necessity for canning or freezing, the 
ultimate logistical savings will pay for the cost of Army research for 
many years. 

INTELLIGENCE OPERATIONS 

Under the category of “Intelligence operations,’ the Army funds 
for a considerable program for development of materials and equip- 
ment for mapping. A major part of this effort consists of the testing 
and adaptation of commercially developed equipment to Army 
needs, but occasionally military requirements are such that special 
equipment must be developed. For example, night-surveying equip- 
ment currently under service test had no commercial counterpart 
and was, therefore, totally an Army funded development. 
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PLANNING OPERATIONS 


The major effort in “Planning operations” is that of the Army 
Operations Research Office. I am sure that you are aware of the 
increasing interest that industry is showing in the use of operations 
research as a tool of management. ‘The Army finds the Operations 
Research Office cost-effectiveness studies very helpful in guiding 
decisions on the selection of new weapons. For example, a recent 
Operations Research Office study on air-defense weapons has shown 
that in spite of the cost of each NIKE guided missile, the annual cost 
of maintaining this type of air defense for a given effectiveness is on'y 
a fraction of that of other antiaircraft weapons now available in the 
Army. 

LAND COMBAT CATEGORY 


Almost 30 percent of the entire Army research and development 
program falls in the “land combat’ category, and a full third of this 
effort will be applied during fiscal vear 1955 to the development of 
surface-to-surface guided missiles. ‘This is not disproportionate when 
you consider the tremendous potential of weapons more or less in- 
vulnerable to enemy countermeasures which will place in the hands 
of the ground commander an ability to place on targets anywhere on 
an Army group front, at will, more firepower in a relatively few 
missiles than was available in artillery support to the entire Army in 
World War II. 

(Discussion off the record.) 


SUPPORTING RESEARCH 


General Uncuies. Following closely behind land combat in size of 
effort is another major segment of the Army program labeled, for lack 
of a better name, “Supporting Research.’’ A more appropriate name 
for this category is advanced, material, and component research, but 
for administrative reasons we have retained previously established 
nomenclature. In many ways, this is the most important work we 
do since from the many programs supported here will spring the new 
ideas that will become revolutionary new weapons of the future. For 
example, we are today able to fly missiles at supersonic speeds only 
because we supported wind-tunnel research for years to develop data 
that can now be used in missile design. 

(Discussion off the record.) 

General Uncies. We have presented you this year with a new 
program in this appropriation which is designed to give the Con- 
gress and the Army a clearer picture of the way we spend research 
and development dollars. In the past, we have included in direct 
costs certain supporting efforts such as administrative overhead and 
shop expenses in our laboratories. Moreover, in other appropria- 
tions there have been included such costs as those of guards and 
building maintenance, that we believe should be placed before you 
in this appropriation so that you may have a truer picture of what 
it costs to carry out research and development. Where these costs 
were previously paid for from research and development funds, 
they were not added to the appropriation to determine this year’s 
level of effort, but where they were previously found in other appro- 
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priations, they were so added. Although remnants of the supporting 
costs still appear in this year’s maintenance and operation budget, we 
hope progressively to transfer these costs to the research and develop- 
ment budget. 

HOUSE COMMITTEE ACTION 


The House of Representatives Appropriations Committee action 
on this estimate is a reduction of $10 million. No reference was made 
by the committee to a specific program area for this reduction. The 
Army does not anes to make a reclama on the House action. 

General Uncues. I have no additional comments unless the com- 
mittee has any eastinine. 

Senator Fercuson. I believe we have some questions for you. 


ELIMINATION OF DUPLICATION OF EFFORT 


What does the Department of the Army do to eliminate, or reduce 
to a minimum, a of effort in research and development? 

General Uncues. In fundamental research, duplication is not wholly 
undesirable. - Ng scientists may work on the same problem and 
come up with results that have some points in common and with facts 
that one has produced and the other has not. To this extent dupli- 
cation may be quite desirable. Duplication of effort is progressively 
reduced as the results of fundamental research are applied. 

Every effort is made in the Research and Development Division of 
the General Staff to coordinate and classify information regarding the 
work of the technical services with a view to sharing knowledge and 
preventing duplication. Periodic sampling of projects carried on by 
the Navy and Air Force is made, and these projects are examined to 
determine extent of coordination maintained in the area of interest, 
and also to detect undesired duplication. 

A detailed continuing study has been made since 1948 in which every 
project of each technic sal service has been analyzed in detail in terms 
of end items and components as well as scientific and technical fields, 
and this information is now condensed and assembled for ready refer- 
ence, particularly in terms of the sciences and technologies common to 
all services, but applied to varied end items. 

Before a project is initiated, reclassified, terminated, or otherwise 
changed in status, the action must be approved, both by the Research 
and Development Division, G4, where it is examined by several staff 
members of different training and background, and by a technical 
committee on which all other technical services are represented. 
Since neither Navy or Air Force use the technical committee system, 
their representation on Army committees is partial, but is encouraged 
as far as possible by the Army. 

sroad fields of science and technology and military materiel are 
reviewed by coordinating committees of the Department of Defense, 
containing D/A membership, these committees in turn being associated 
with panels of civilian consultants recruited completely outside of 
Government agencies. 

Matters of army wide concern or those involving joint participation 
with the Navy and Air Force are funded for and supervised by the D/A 
General Staff. 
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It should also be pointed out that there has always been a great 
amount of voluntary and informal coordination between research 
workers at the laboratory level in fields of common interest, both 
within the Army, and also with such workers in the Navy and Air 
Force. 

USE OF COMMERCIAL MARINE CRAfT 


Senator Frereuson. To what extent is commercial marine craft 
used to meet military requirements? 

General Uncuzs. Every consideration is given to existing commer- 
cial designs in developing items required for harbor and inland water- 
way operations for which the Army has responsibility. The Army 
prepared special designs for possible future requirements for large-scale 
manufacture. For these we should have a set of designs which have 
been determined to be the best for military operations, which have 
maximum interchangeability of components, require a minimum of 
maintenance and which, when used as a basis for procurement, will 
result in a uniform fleet of optimum utility rather than a number of 
different craft with varying features unnecessary or impracticable 
for military operations. Several foreign inland waterway systems 
require equipment different from that in use in this country, so 
designs of such equipment are required. Characteristics and com- 
ponents of commercial marine craft are used whenever possible and 
practically all military designs are prepared by contractors in the 
shipbuilding business, but the final result desired is an item designed 
to meet a specific military requirement. 


ATOMIC WARFARE 


Senator Frercuson. How is the Army progressing with tactical 
atomic weapons? 

General Uncies. The Army is developing three types of atomic 
weapon delivery systems for surface-to-surface use in land combat. 
These systems are guns, guided missiles, and free rockets. 

The 280-millimeter gun has been tested, produced, and some are 
now in Europe. These guns will provide safe, accurate, prompt and 
dependable delivery of atomic weapons. Adverse weather conditions 
which prevent air strikes will not lessen the effectiveness of the gun 
or of the other Army delivery systems. 

(Discussion off the record.) 

General Uncuzs. It should be noted that these weapons with their 
varying weight carrying capacity and varying range capabilities 
supplement each other and go to make up a family of tactical support 
weapons which in turn are supplemented by the more conventional 
weapons. 

Close attention is being given by the Army to the effects of various 
field atomic weapons on various types of targets. These effects data 
are being applied to Army concepts of strategy and tactics. Tactical 
doctrine and war plans are being rewritten to take advantage of this 
effective warhead. All major maneuvers of the United States Army 
forces simulate use of atomic weapons. 
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CHEMICAL AND BIOLOGICAL WARFARE 


Senator Fercuson. Are there any devices to detect the latest war 
gases? 

General Uncies. Yes, sir. The rapid detection of G agents in 
order to determine when to apply or remove protective devices is a 
difficult problem. None of those agents cause any sensory effect so 
a detector is necessary. It is also desirable to identify the agent as 
soon as possible so treatment can be started. 

(Discussion off the record.) 


NEW CHEMICAL WARFARE AGENTS 


Senator Feravson. What progress is being made to develop new 
chemical agents? 

General Uncies. A well coordinated medical-chemical program is 
in effect to discover or develop chemical agents which will have a 
greater toxicity or vesicancy, be more difficult to detect, more stable, 
will defeat protective devices and be easier to disperse. 

(Discussion off the record.) 

General Uncies. The result of basic investigations of this type are 
unpredictable, and a considerable amount of effort is sometimes 
necessary to achieve one practicable result. However, the leads 
being pursued are promising and these studies may result in the 
agents much superior to those now known. 


STANDARDIZATION OF EQUIPMENT WITH OTHER COUNTRIES 


Senator Ferauson. How do we go about standardizing military 
equipment with other countries? 

General Uncies. There are two programs for standardization of 
Army equipment with other countries: (1) Tripartite standardization 
program (United States-United Kingdom-Canada); (2) NATO 
standardization program (all NATO nations). 

The tripartite standardization program is a long-range one, based 
on a free and full exchange of research and development information 
in all except three excluded fields—atomic energy restricted data, 
intelligence and counterintelligence equipment, and eryptography 
and cryptographic instruments. The program covers all phases of 
development from requirement through engineer design and test, 
user test, and adoption as standard type. When an item of equip- 
ment meets a common requirement in two or more of the countries it is 
adopted as standard in these countries. A country adopting an item 
as standard may manufacture it for its own use, subject only to patent 
or proprietary rights, or the use of another country which has also 
adopted the item as standard. 

This program is implemented by the exchange of liaison officers 
(permanent groups in United States-United Kingdom-Canada) for 
general liaison, exchange of technicians for limited periods for specific 
projects, exchange of equipment development policies, requirements, 
designs, test reports, comments, ete., and exchange of equipment for 
test and evaluation with a view toward adoption. Production 
drawings and technical specifications are exchanged as required, subject 
to patent and proprietary rights. 


<A nina 


ncaa 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 531 


The NATO standardization program emphasizes standardization 
of existing equipment with the objective of placing standardized 
equipment in the hands of troops as soon as possible. 

Standardization among the armed forces of NATO is centered about 
the Military Agency for Standardization (MAS), an agency of the 
Standing Group. MAS consists of a Secretariat and, three service 
boards—Army, Navy, and Air Force. The United States is repre- 
sented on each board. The Army Board prepares books of national 
preference which list items of equipment in specific fields (artillery, 
signal, and so forth) that have been adopted by the member nations or, 
in certain cases, those items that have reached the prototype stage. 
A nation which requires equipment for a specific purpose may find it 
practical to adopt equipment already in use by one or more of the 
other nations. As required, there are exchanges of technical informa- 
tion and demonstrations of equipment. The United States member 
of the Army Board represents the United States Army, whereas MAS 
as a whole is operationally responsible to the Standing Group, NATO. 


ARTILLERY AND GUIDED MISSILES 


Senator Ferauson. Why cannot the Army repli ice the large guns 
completely with free rockets and guided missiles? 

General Herrrorp. In evaluating an atomic weapons delivery 
system, all essential characteristics of the system must be considered 
together. These essential characteristics include reliability, accuracy, 
and economy of active material. In considering reliability we are 
concerned with how certain a commander can be of an atomic burst 
occurring at the time and at the place required and with the chances 
of such an atomic burst causing casualties among his own troops. 
The atomic shell is fired from a gun whose accuracy is considerably 
greater than that af bombs dropped by tactical support aircraft. 
Even with atomic sapons which have a comparatively large lethal 
area, accuracy is ae al for close eed missions in order to assure 
maximum target destruction with complete lack of effect on our own 
troops. The gun is by far the most accurate delivery means presently 
available. Further, the gun is much more reliable functionally than 
any Other atomic weapons system available at this time. 

When bombers, free rockets, or guided missiles approach the ac- 
curacy and reliability of the gun we shall reevaluate the various 
weapons systems and select those developments permitting greatest 
effectiveness with minimum expenditures of money and manpower. 

(Discussion off the record.) 

Senator Ferauson. What are we doing in the long run to develop 
less costly but still effective guided missiles? 

General Herrrorp. In order that components of missiles may be 
produced as cheaply as possible and the missile assembled by what 
may be considered mass production methods, the Army budgets for 
and spends a considerable amount of money in what may be called 
production engineering or applications engineering. By studying, 
during the final portions of the R. and D. phase, what can be done to 
the various components to redesign them so that they still perform 
the same function and yet allow easier, faster, cheaper production, 
considerable time, effort, and money is saved. This same process 
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continues during production so that ever-increasing savings are nor- 
mally realized. 

Nike and corporal facilities are now established. The Chrysler 
Corp. has been brought into the Redstone project, even though the 
project is still in the R. and D. phase. By this early introduction of a 
prime civilian contractor into the project many production problems 
will be solved long before the missile is in the production phase. 

Although the cost of a guided missile system appears to be high, 
when its cost per kill is considered, the guided missile proves to be 
cheaper than conventional weapons. 

(Discussion off the record.) 

General Hertrorp. The missile will, of course, reach far beyond 
the gun both in altitude and range. This should not be interpreted 
to mean that the missile should, in all cases, replace the AA gun. 
AA guns, because of their greater mobility, will still be required in 
forward areas for some time to come. 

(Discussion off the record.) 


NEW ELECTRONICS EQUIPMENT 


Senator Frercuson. Give me some examples of outstanding new 
electronics items developed since the last war which the Army will 
have in use in the immediate future. 

General Uncies. Some of the outstanding new items which have 
been developed or will be developed in the immediate future are: 
new lightweight field wire, radar to detect mortar shells in flight, 
radar to locate enemy artillery, new man-pack radio sets, detectors 
to detect radiological contamination, radar equipment for guidance of 
guided missiles, and electronic equipment to jam or nullify the effect 
of enemy electronic equipment. 

Continued research is being conducted to improve all of the above 
types of equipment. The possibility of great advance can be foreseen 
in the development of ultraportable, miniaturized man-pack radio sets. 


Certain of these sets will perform tasks currently associated with as . 


many as three radio sets now in service. 

Application of transistors to replace vacuum tubes in the above 
type of equipment may lead to a reduction in size, weight, and 
electrical power requirements. 


USE OF COMMERCIAL RADIO AND TELEPHONE EQUIPMENT 


Senator Feracuson. To what extent does the Army use commercial 
radios and telephones rather than spending large sums to develop 
new ones? 

General Unctes. The Army uses considerable commercial radio 
and telephone equipment where conditions are suitable, as in con- 
tinental United States fixed installations. However, Army field con- 
ditions require that radios and telephones have many technical 
features not found in commercial equipment. They must be reliable, 
light in weight, small in size, capable of operation quickly under all 
climatic conditions. These factors all combined impose a terrific 
technical requirement for which there is no commercial item. Sys- 
temswise, the time element for installation of Army communications 
systems requires rapidity of action not found in civil communications, 
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The peculiar requirements of Army radio and telephone apparatus 
are expected to continue, while continued basic scientific discovery 
will impose a continuing requirement for applied research and design. 


FIELD OF MINE DETECTION 


Senator Ferauson. What progress is being made in improving our 
mine detectors? 

General Uncues. There is an existing critical requirement in the 
field of mine warfare for mine detection equipment, both portable and 
vehicular, capable of detecting all types of mines buried to depths of 
3 feet. During and shortly after World War II there was developed 
satisfactory detection equipment capable of detecting all types of 
mines buried to depths of 3 feet. During and shortly after World War 
II there was developed satisfactory detection equipment capable of 
detecting non-metallic mines buried in most type soils to depths of 24 
inches. However, in recent mine warfare tactics there has been an 
ever-increasing employment of mines constructed with very small 
metallic content or of completely nonmetallic materials buried to 
depths up to 36 inches. These new mines and tactics have in the most 
part effectively countermeasured World War II type detectors. 
(Discussion off the record.) Therefore, new methods of detection 
must be found and developed. A broad research program is underway 
to investigate new methods. 

Inasmuch as present mine detection equipment is deficient, and 
believed inherently incapable of improvement to meet the new depth 
requirement, research in the general sciences will be continued toward 
the discovery of new principles. 

(Discussion off the record.) 


DETECTION OF ENEMY ACTIVITY ON THE BATTLEFIELD 


Senator Ferauson. Is anything being done to develop techniques 
for the detection of enemy activity on the battlefield? 

General Uncuzs. Yes, sir. For the past year the Army has been 
doing intensive R. and D. work in battlefield surveillance. Battlefield 
surveillance is defined as all-weather surveillance of the ground area 
forward of the main line of resistance by any technical means, includ- 
ing the correlation and effective dissemination of the information 
derived therefrom. Particular attention is directed toward: (qa) 
Methods for increasing the effectiveness of individual soldier; 
(6) detection of concentration of enemy forces; and (c) data handling 
and processing. Work is also being done on sniperscopes and similar 
devices; separate information is provided under the title “Infrared 
Devices for Land Combat.” 

Recently, emphasis of this project has been shifted so as to: 
(a) Increase effort on detection of enemy concentrations, with em- 
phasis on special types of artillery; (6) increase emphasis in data 
handling and processing; and tito 

(Discussion off the record.) 


BATTLEFIELD ILLUMINATION 


Senator Fercuson. Js anything being done to develop equipment 
to illuminate battlefields? 
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General Uncies, Yes, sir. This field of development has received 
special attention and maximum utilization is being made of he 
knowledge gained through our experience in Korea. For ty truck- 
mounted 60-inch searchlights were operationally tested in Korea and 
with the exception of minor deficiencies which are currently being 
eliminated, were found to be satisfactory and were classified as stand- 
ard items of equipment. Three engineer test models of the general 
purpose 30-inch searchlights, having the same beam lumen output 
and weighing about one-third as much as the 60-inch searchlight. are 
currently under contract. Twenty 18-inch tank-mounted modified 
commercial searchlights were operationally tested in Korea with 
success and the item was classified as “Standard.” The results of 
the operational tests have served as a basis for the establishment of 
revised military characteristics to meet the requirements for greater 
candlepower. Basic studies to determine the various factors influenc- 
ing battlefield illumination are in progress. 

It is expected that modifications leading to the improvement of 
the truck-mounted 60-inch searchlight will be completed. Engineer- 
ing tests of the 3 general-purpose 30-inch searchlights will be made 
and, if successful, will be subjected to service tests. Engineer tests 
will be made on models of tank-mounted searchlights with improved 
light sources and increased range. Basic studies on battlefield illumi- 
nation will be extended to cover effects of flickering or on human 
subjects. 

Senator Fercuson. What are we doing to develop new or improve 
existing sniverscope and/or other night-viewing devices? 

General Uncies. IR offers great possibilities to our troops to 
enable fighting at night without the use of visible light. Conse- 
quently, we have placed considerable emphasis on the development of 
IR equipment at an early date, and we are continuing research on the 
basic principles of IR. The following items are presently classified 
as standard: Sniperscope set No. 1, tank driver’s infrared viewer 
(type M-19). 

(Discussion off the record.) 


HUMAN RESEARCH 


Senator Fereuson. Is there any practical advantage to the re- 
search effort on human resources? 

General Unctes. Yes. The human resources research program 
seeks to accomplish the following in the near future: 

Selection and allocation of personnel among the three services 
on a qualitative basis will be improved, and deterioration of Armed 
Forces qualification test forms 3 and 4 corrected, by the development 
for operative use of AFQT forms 5 and 6. 

2. Classification and assignment of personnel on the basis of their 
best aptitudes will be improved by development of new and refined 
tests of verbal and arithmetic ability for common use in the Army 
classification battery and similar instruments of the other services. 

The capability of improved selection and utilization of personnel 
of marginal mental ability, especially in times of manpower shortages, 
should result from development of nonverbal selection and classifica- 
tion instruments. 
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4. Complete programing and execution of simulated air defensive 
exercises, Without the expense of using actual aircraft or drones, will 
be feasible by means of a training device which can simulate simul- 
taneous attack by a number of aircraft and/or guided missiles for a 
single AA control center and its associated batteries. 

5. Capability of improving the military effectiveness of the indi- 
vidual soldier will be increased by development of an improved 
technique of teaching rifle marksmanship; by the preparation for 
field test of new means of conducting, and training for conduct of, 
night infantry offensive operations; and by development of instruments 
for the measurement of individual proficiency and its retention. 

Increased capability of improving the effectiveness of military 
units will result from development of more reliable and valid rifle 
squad, airborne, and paratroop field problems and exercises, together 
with means for their precise and objective evaluation. 

7. Capability of improving the effectiveness of small-umit leaders 
will be increased through the development of new and improved 
knowledge of fighter factors and intersquad human relations. 

8. Capability of increased operational effectiveness of existing 
equipments will result from development of new methods for the 
technical training of radar operations and maintenance personnel, 
tank and range-finder operators, and tank gunnery and sensing. 

The feasibility of human engineering to increase the operational 
effectiveness of future equipments and weapons systems has been 
demonstrated, particularly in the other military services; increased 
Army capabilities in this regard will be achieved with particular 
reference to future armored, communications, and antiaircraft 
equipment. 

PROGRAM RESULTS 


Some of the efforts listed here are relatively new and have not yet 
borne fruit. Others have already saved the Army money, shown the 
way to reduce the time required to train men for a skill, introduced 
new and more effective ways of doing things, improved the manage- 
ment of Army manpower, and filled requirements of many Army 
agencies for technical advice and assistance in the accomplishment of 
their missions. Listed below are a few examples of the practical 
results of this program in the past: 

1. Using both eyes and not using the sights is the most effective 
method for getting hits at short ranges at night. The Infantry 
School has prepared a circular which prescribed this new technique 
for use throughout the Army. 

2. Research on the effectiveness for training of a $10,000 device 
simulating a tank hull led to the finding that a $27 mockup was 
superior to it. This saved the Army an estimated $2 million. 

An investigation was conducted to determine the differential 
effects of various indoctrination procedures on troops prior to an 
atomic maneuver. Several weak spots in current indoctrination pro- 
cedures were uncovered. It was also discovered that personnel could 
take this new experience without undue emotional effects. 

The factors related to individual soldiers going AWOL were 
determined and furnished to the appropriate Army agencies during a 
critical period of AWOL trouble. 
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5. The nonlanguage qualification test was introduced. This test is 
better able than any previously used to measure the potential useful- 
ness of inductees who are unable to read and write, and thus it enables 
the Army to make use of men who, under other criteria, would prob- 
ably have been rejected. 

6. The Spanish language version of the AFQT was introduced. 
This test is administered to Spanish speaking inductees. It is used to 
admit to the Armed Forces those who would have been rejected solely 
because of language difficulty. 

Senator Fercuson. Thank you, gentlemen, I appreciate your com- 
ing here today and giving us this comprehensive picture of the research 
and development program. 


NATIONAL BoARD FOR THE PROMOTION OF RIFLE PRACTICE 


COL. CHARLES G. RAU, UNITED STATES ARMY, EXECUTIVE 
OFFICER, NATIONAL BOARD FOR THE PROMOTION OF RIFLE 
PRACTICE (NBPRP), OFFICE OF THE UNDER SECRETARY OF 
THE ARMY; ROBERT D. KING, DEPUTY ASSISTANT SECRETARY 
OF THE ARMY (FM), MEMBER OF THE NATIONAL BOARD FOR 
THE PROMOTION OF RIFLE PRACTICE; AND GEORGE H. 
RODERICK, ASSISTANT SECRETARY OF ARMY (FM) 


Amounts available for obligation 


| 
1953 actual | 1954 estimate 1955 estimate 
| | 





Appropriation or estimate | $100, 000 $100, 000 $100, 000 
Unobligated balance, estimated savings (available for adminis- | | 

trative reappropriation in subsequent year) —58 wsanal =a & 

joes - |- — 

Obligations incurred de iesias binbaddeosaennel 99, 942 | 100, 000 | 100, 000 





Obligations by activities 




















Description | 1953 actual | 1954 estimate 1955 estimate 

ws giannis Acistetieiceisinicebstpheia basis an ated 
1, Marksmanship training program. Saletaiyack iat aie $59, 284 | $59, 478 $59, 324 
2. Approval of sales.. i 17, 775 | 17, 545 17, 910 
3. Administration - _. : alae i. 3 22, 883 | 22, 977 22, 766 
Obligations incurred______- Ri eine abies 99, 042 | 100, 000 100, 000 





Senator Fercuson. Promotion of rifle practice. Colonel, do you 
have a statement? 

Colonel Rav. Yes, sir. 

Senator Frercuson. Will you proceed please? 


GENERAL STATEMENT 


Colonel Rav. Mr. Chairman, gentlemen, the National Board for 
the Promotion of Rifle Practice, referred to hereinafter as NBPRP, 
was organized under authority of an act making appropriations for 
the support of the Army for the fiscal year ending June 30, 1904, 
approved March 2, 1903. The Board has functioned continuously 
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since 1903. Since enactment of the National Defense Act (NDA) of 
1916, as amended, the NBPRP has functioned under authority con- 
tained in that act. 

Section 113 of the National Defense Act of 1916 and cognate acts 
thereunder impose an obligation on the Secretary of the Army to 
annually submit to Congress recommendations and estimates incident 
to providing means of administering instruction for members of organ- 
ized civilian rifle clubs, and cadets of certain schools, in the proper use 
of military small arms. 

The NDA, and the act of June 7, 1924, charged the Secretary of the 
Army with the responsibility of promoting rifle marksmanship training 
among able-bodied citizens of the United States, and within the limits 
of appropriations to authorize and provide for— 

(a) Constructicn, equipment, maintenance and operation of indoor and outdoor 
rifle ranges and their accessories and appliances; 

(>) Instruction of able-bodied citizens of the United States in marksmanship 
and in connection therewith, the emplovment of necessary instructors; 

(c) Promotion of practice in the use of rifled arms, the maintenance and manage- 
ment of matches, or competitions in the use of such arms, and the issuance in con- 
nection therewith of the necessary arms, ammunition, targets and other necessary 
supplies and appliances, and the award to competitors of trophies, prizes, badges, 
and other insignia; 

(d) Sale to members of the National Rifle Association, at cost to the Govern- 
ment, and issue to clubs organized, for practice with rifled arms, under the direction 
of the National Board for the Promotion of Rifle Practice, of arms, ammunition, 
targets and cther supplies and appliances necessary for target practice; 

(e) Maintenance of the National Board for the Promotion of Rifle Practice, 
including provision for the necessary expenses thereof and of its members; 

(f) Procurement of necessary materials, supplies, appliances, trophies, prizes, 
badges, and other in:.ignia, clerical and other services and labor; 

(g) Transportation of employees, instructors, and civilians to give or undergo 
instruction or to assist or engage in practice in the use of rifled arms, and the 
transportation and subsistence, or commutations in lieu of subsistence, of members 
of teams especially authorized by the Secretary of the Army to participate in 
matches or competitions in the use of rifled arms, making a full report of all things 
done hereunder annually to Congress; 

(h) Issue to clubs organized for practice with rifled arms, under the direction 
of the National Board for the Promotion of Rifle Practice, of arms, ammunition, 
targets, and other supplies and appliances necessary for target practice; * * * 
(act June 7, 1924 (43 Stat. 510), 32 U. S. C. 181; M. L. 1939, sec. 2085). 


That portion of the obligation dealing with persons not reached 
through active Army training programs, has been delegated for execu- 
tion to the NBPRP, and its implementing agency, the Office of the 
Director of Civilian Marksmanship. In accordance with provisions 
of section 5a, National Defense Act, as amended, the Under Secretary 
of the Army is presently required by the Secretary of the Army to be 
president of the Board. 


PROGRAM ADMINISTRATION 


The program since its inception has been administered by the De- 
partment of the Army, in accordance with rules and regulations ap- 
proved by the Secretary of the Army upon recommendation of the 
NBPRP. The active Army provides, within the limits of available 
funds, logistical support for this program through supply and service 
activities, and Department of the Army stocks are made available to 
the program in accordance with availability and the established 
supply and pricing policy. 
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Though funds for the promotion of rifle practice are budgeted for 
solely by the Army, the other services of the Armed Forces do receive 
benefits from these funds. According to the best obtainable figures, 
it is estimated that each of the services of the Armed Forces receive 
benefits in the following relative proportions: Army, 46 percent; 
Navy (including the Marine Corps and the Coast Guard), 29 percent; 
and the Air Force, 25 percent. 

The program fostered by the Board is considered to be part of an 
overall training program to be conducted annually for the purpose 
of promoting interest and raising the standard of performance in the 
use of individual arms by personnel of all the armed services and by 
the entire citizenry of our country. 


NATIONAL PREPAREDNESS 


By means of the civilian small arms training program, national 
preparedness is furthered in many ways: 
A means is provided for training instructors; 
Training is provided for personnel who in the event of emergency 
could be used to train internal security forces; and 
Activities of the Board contribute materially to technical develop- 
ments in the improvement of arms and ammunition. 


PROGRAM PROVISIONS 


Within the proposed $100,000 for the fiscal year 1955 the program 
of the NBPRP will provide: 

Administrative expenses in connection with the issuance of 
rifles, accessories, and range equipment to qualified civilian rifle 
clubs which apply for such assistance; the maintenance of records 
pertaining to Government property already in the possession of 
approximately 3,400 rifle clubs and schools throughout the United 
States and Territories. 

2. Costs of providing marksmanship qualification awards to 
civilians who qualify in rifle marksmanship over prescribed Army 
courses. 

Costs of providing trophies and medals for awarding in the 
national ROTC intercollegiate and interscholastic matches, and in 
the national trophy matches. 

Administrative expenses incident to the sale of arms, ammuni- 
tion, targets, spare parts for rifles and accessories, at cost to the 
Government, to individual members and clubs affiliated with the 
—— Rifle Association of America (NRA). 

5. Administrative expenses incident to operations of the offices of 
the N National Board for the Promotion of Rifle Practice. 

Through the Director of Civilian Marksmanship, rifle practice by 
civilians is encouraged by— 

Providing for use of ranges: All the armed services are charged 
with making available to mfle clubs, schools, and other responsible 
organizations, rifle ranges at posts, camps, and stations which have 
been constructed in whole or in part with funds provided by Congress 
(sec. 113, National Defense Act, June 3, 1916 (39 Stat. 211); 32 
U.S. C. 183, 186; M. L. 1939, sees. 1253, 1254, 1286). 


} 


Ne Be own 





wa 


DEPARTMENT OF DEFENS APPROPRIATIONS, 1955 539 


Providing instruction: The whole program fostered by the NBPRP 
is of an instructional nature; it provides the means for oldsters to 
teach the youngsters; and it encourages instruction by recognizing 
achievements by civilians in firing currently prescribed Army marks- 
manship qualification courses. 

Providing weapons and ammunition: The Army is required to pro- 
vide for issues of service arms, ammunition, targets, and other sup- 
plies and appliances necessary for target practice by civilians. Arms 
and other nonexpendable items are issued on a loan basis. 

Selling weapons and ammunition: It is also provided that sales of 
United States Army Ordnance property may be made to individuals 
and clubs for the encouragement of small arms target practice. 

Conducting the Small Arms Firing School: With the holding of 
the national trophy matches, there is conducted a Small Arms Firing 
School which is open to all individuals attending the matches 
whether competitiors or not. The overall objective of that school is 
to present a logical and uniform method of instruction, which will 
lend itself to developing competent civilian intructors. It is con- 
sidered to be the standard of perfection in regard to the methods 
employed in rifle and pistol marksmanship instruction. It affords 
firsthand standardized instruction to hundreds of instructors and 
potential instructors, in the use of new and current developments 
in small arms and technique of rifle fire training adopted for use in the 
Army (475 in 1953 and 500 or more expected in 1954). 

Making awards: The NBPRP provides recognition by the Army 
of excellence in marksmanship by issuing qualification badges and 
other awards, such as medals and trophies to individuals, teams, 
members of clubs, and cadets enrolled in certain schools. Awards 
of Army qualification badges are made by the DCM to civilians 
only. Awards made by the NBPRP in national competitions go to 
civilians, members of all the Armed Forces, including the Reserve 
components of each of the services, as well as to individuals and teams 
of the Army, the Navy, and the Air Force ROTC contingents. 


CONTRIBUTIONS TO TECHNICAL DEVELOPMENT 


The activities of the NBPRP have contributed materially to tech- 
nical developments in improving arms and ammunition... I cite briefly 
some cases in point. Shooting competitions prior to World War II 

Ammunition: Provided means for mass testing of ammunition, 
which resulted in the development by private industry and Govern- 
ment arsenals of service ammunition superior to any in the world. 

Rifles: Provided a mass proving ground for the development of an 
improved gun stock and sights for the service rifle, which were 
incorporated in the Garand (M-1) rifle. 

Special equipment: Provided mass testing for telescopic sights and 
sniper rifles, on which the Army and the Marine Corps were able to 
base their specifications for such equipment. 

Pistols: Proved that the United States caliber .45 automatic pistol 
could be built into a splendidly accurate weapon; proved to most 
personnel armed with the pistol that the weapon was accurate and 
dependable; and as a result of shooting competitions, training methods 
were developed to improve the shooting ability of personnel armed 
with the pistol. 
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EFFECTIVENESS OF PROGRAM 


Perhaps you will ask, ‘‘How effective is this program to civilian 
marksmanship training?”’ 

I would like to answer that question by referring to chart No. 2 
[indicating]. It depicts, I believe, quite clearly, the value of dividends 
received by the Armed Forces and by our country as a whole, during 
World War II. It is composed of three principal parts: Contributions 
by members of military age; contributions by members ineligible for 
military service, and contributions provided in the form of club 
facilities. 

Forty-three thousand three hundred and twenty-four adult civilian 
club members served in the Armed Forces during World War II. 

Four hundred twenty-eight thousand trained and qualified junior 
riflemen were of military age during the war. (How many actually 
participated is not known.) 

Four hundred and fifty civilians in the 30-55 year age bracket were 
commissioned to conduct marksmanship training programs in the 
Armed Forces. Under their supervision, 1,600,000 officers and 
enlisted men of all uniformed services were trained. 

Civilian club members ineligible for active service participated in 
the war effort in several ways: 

One hundred and twenty-five were instructors and guards at war 
plants; 250 were handloaders who serviced home-defense agencies (it 
is estimated that they reloaded 1,643,900 rounds of ammunition for 
use by State guards, police and war plant guards); 500 skilled per- 
sonnel of this group were employed in small arms and ammunition 
factories; 2,450 were instructors and members of auxiliary police, 
Coast Guard auxiliary, State and home guard units; and 3,800 were 
instructors in preinduction small arms training schools. 

Civilian clubs numbering 1,500 and their ranges provided facilities 
for preinduction training and for training of military, Federal enforce- 
ment and war plant personnel having no other facilities readily avail- 
able. 

That, gentlemen, is no small contribution. It seems reasonable to 
expect that such requirements in any future war could well be even 
greater. 

By means of chart No. 3 [indicating] I shall attempt to portray 
the age-spread of the participants engaging in the NBPRP program. 

It may be readily seen from this chart that 68 percent of the per- 
sonnel receiving aid under the Board’s program are of primary con- 
cern to the military, from the viewpoint of national preparedness. 

There is a possibility, too, that military demands for manpower 
could be extended to include the age group 36-40, or even to include 
the age 41-45 group. Should such be the case, 87 percent of the par- 
ticipants in our program would be called upon to make direct contri- 
butions to the military effort of our country. 

The ability to shoot well cannot be acquired i in the few short hours 
devoted to marksmanship training in recruit depots of the regular 
components of the Armed Forces. It takes many hours of practice 
to become a good shot. It requires continuous, periodic practice 
thereafter to retain proficiency. Actually, the man who will benefit 
most from a well-rounded civilian marksmanship program is the one 
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who has completed his service in uniform and who is eligible for recall 
to duty at any time thereafter. This is the most critical period for 
men of military age. 

SUCCESS OF PROGRAM 


The success of the program depends, to an immeasurable extent, 
upon the ability and enthusiasm of the “older group” and “hobby 
shooters,’”?’ whom too many are prone to belittle. This group com- 
prises only 13 percent of the total number of participants. It is 
these older men who are the bone and sinew of the entire civilian- 
marksmanship program. Experience has taught that the older men 
are better instructors because of their interest and participation in 
the program over a long period of time. Therefore, if it is a hobby 
to give one’s time, money, and service in the interest of national 
defense, then I am personally of the opinion that we could all be well 
advised to encourage such a hobby to the fullest extent rather than to 
critically curtail its means of sustenance. 

In bringing my remarks to a close, | would like to emphasize these 
points: 

The Secretary of the Army is responsible for making available to 
citizens outside the Regular components of the Armed Forces, every 
facility whereby they may become proficient in marksmanship training 
with military arms. This is accomplished through the NBPRP, the 
president of which is the Honorable John Slezak, Under Secretary of 
the Army. 

The more important effects of the program for the Promotion of 
Rifle Practice, Army, on future military training are expected to be as 
indicated following. The program will greatly enhance self-reliance 
in each participant in the use of individual weapons, which is of 
primary importance in the greater dispersion of both civilian and 
military personnel necessary for survival in atomic warfare; it will be 
recognized as essential, acceptable, pre-service training for which 
trainees will be given recognized credit; and in time of national 
emergency the amount of time required for training those who have 
actively participated in the program will be greatly reduced, which 
will in turn effect an overall acceleration in rate of readying for 
combat. 

We want to maintain interest of civilian shooters in the military 
system of small arms marksmanship; particularly as to: (a) Types of 
weapons they shoot; (6) the types of firing they do; and (c) the 
standardized methods of instruction used. 

About the only means we presently have at our disposal to motivate 
this objective is to supply such incentives as ammunition at cost to 
the Government, the loan of standard military service rifles, and 
appendages necessary to properly accomplish target practice. And 
last, but not least, the moral encouragement which reaches them 
through the DCM and the NRA. 

In order to keep them abreast of the best accepted methods of 
instruction in the use of military arms, we give them aid and require 
them to use that aid to conduct their marksmanship training accord- 
ing to military ways. 
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AMMUNITION SITUATION 


In regard to the ammunition situation, all ammunition which may 
be made available for issuing free to clubs and schools enrolled with 
the Director of Civilian Marksmanship (DCM) is purchased by the 
NBPRP, when funds are available, from the Army Ordnance Corps, 
at prices based upon costs to the Government. Subsequent to World 
War II relatively large stocks of surplus ammunition were transferred 
from the Army to the credit of the DCM without cost to the NBPRP, 
all of which have been exhausted solely in support of the NBPRP 
program. Appropriated funds in the amount of $100,000 will not 
provide for the purchase of any ammunition for free issues during 
the fiscal year 1955. The cost of providing free issues of ammuni- 
tion in fiscal year 1955, exclusive of costs of targets and other ma- 
terials required in execution of the program is estimated to be as 
stated following: 


(1) For elubs and schools 


29 (2.539 members) schools, exclusive of those schools main- 
tain ng units of the ROTC $36, 303 

1,423 (70.198 members) junior divisions of senior rifle clubs 
and separate junior rifle clubs 245, 553 

2,152 (104,040 members) senior rifle clubs exclusive of those 
having junior divisions 1, 165, 205 
Subtotal 3,604 (177,077 members 1, 456, 061 


Average cost per club or school: $404.01. 

Average cost per member: $8.22. 

2) Required for National Trophy Matches and the Small Arms 
Firing School: 


1,000,000 rounds caliber .30 at $88.50 per thousand : 88, 500 
250,000 rounds caliber .45 at $62.20 per thousand J 15, 500 
100,000 rounds caliber .22 at $8.60 per thousand 850 
Subtotal 104, 850 
(3) Required for State and regional matches: 
2,173,230 rounds caliber .30 at $88.50 per thousand_- 192, 330 
543, 300 rounds caliber .45 at $62.20 per thousand 33, 794 
Subtotal 226, 125 


Average cost per State: $4,711. 
(4) Total cost (1), (2), and (3) 1, 787, 036 


Assuming that the program for the promotion of rifle practice, Army, 
would be 100 percent feasible in fiscal year 1955, if ammunition funds 
in the estimated amount of $1,787,000 were made available, the 
feasibility of the program without ammunition is estimated to be only 
about 28 percent. 

And finally, to accomplish this program the NBPRP and the Office 
the DCM must have a well-trained and adequately staffed office force 
to effectively accomplish it. 

If there are any questions I shall be glad to try to answer them. 
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Cuart No. | 


PROMOTION OF RIFLE PRACTICE 


543 


Through the Director of Civilian Marksmanship, in cooperation with military 
schools and organized clubs, promotes rifle practice by able-bodied United States 


civilians by— 
Providing for use of ranges (AR 920-20). 
Providing instruction. 
Providing weapons and ammunition (AR 920-20). 
Selling weapons and ammunition (AR 700-100). 
Conducting Small Arms Firing School. 
Making awards. 





Cuart No, 2 
PROMOTION OF RIFLE PRACTICE 
NBPRP CONTRIBUTIONS DURING WORLD WAR II 


By members of military age: 
Senior members perfcrming active service in the Armed Forces 
Trained and qualified junior riflemen of military age - 
Civilian small arms instructors commissioned to train members of 

Armed Forces-. - - - - ~~ -- Doe ‘ ods eel) 

Servicemen trained - - - - Sats ‘ =e 

By members ineligible for military service: 
Instructors and guards at war plants “ 
Handloaders servicing home-defense agencies________-..---- 
Skilled workers in arms and ammunition factories. _—-..------ 
Instructors and members of auxiliary forces__-_- se 
Instructors in preinduction small arms training schools--- -- 

By government use of club facilities: Civilian club ranges provided 

for military, civil defense, and plant-protection personnel_ 
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Colonel Rav. I have some additional comments. 
Senator Frreuson. I have some general questions which I wish 
you to answer at this time. 


FURTHER DISCUSSION ON AMMUNITION 


Senator Ferauson. What is the situation on ammunition for this 
program? 

Colonel Rav. All ammunition which was transferred to this pro- 
gram as a result of being surplus to Army requirements after World 
War II, has now been exhausted. Through this program the Army 
Ordnance Corps sells ammunition to clubs, schools, and individual 
members of rifle clubs at cost to the Government. The $100,000 
provided in this appropriation does not cover the procurement of 
ammubpition. 

Senator Frrauson. Is it feasible to operate this program without 
funds being provided in this appropriation for ammunition? 

Colonel Rav. It is estimated that this program will be only 28 
percent as effective as it would be if ammunition were provided on a 
nonreimbursable basis to the various schools and clubs. 

Senator Ferauson. What contribution does this program make 
toward national defense? 

Colonel Rav. It provides a means of training instructors in small 
arms marksmanship, potential instructors of internal security forces, 
improvement of arms and ammunition, testing of new de velopments 
such as telescopic sights, sniper rifles, and so forth. Also, it gave 
preservice training to over 43,000 civilians who served in the henibid 
services during World War II, and provided training for some 428,000 
junior riflemen of military age durmg World War Il. At the present 
time we have over 64,000 enrollees under 18 years of age who are 
participating in this program, which, in effect, gives them preinduc tion 
rifle training. 

Senator Frracuson. What effect does training youngsters in this 
program have on any future military training the *y may undergo? 

Colonel Rav. Enhances self-reliance in each participant in the use 
of individual weapons; reduces the time required for military train- 
ing of the individual, thus accelerating the military training program; 
and it will be recognized as essential acceptable preservice training. 


TOTAL SCHOOLS ANTICIPATED 


Senator Fercuson. How many clubs and schools do you expect 
to have in the program in fiscal year 1955? 
Colonel Rav. The information is contained in the following table: 


Fiseal year 


Current ~ 

ambene 1955 (ex- 

(actual) pected) 
Senior rifle clubs 1, 960 2, 162 
Junior rifle clubs (includes junior divisions of senior clubs) ... 1, 309 1, 423 
Schools 27 | 29 











546 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


GENERAL STATEMENT 


Senator Fercuson. Now will you give us your comments? 

Colonel Rav. I would like to state, sir, I believe we all recognize 
the fact that nearly every male citizen of our country over 18 has 
worn or soon will wear the uniform of our country’s Armed Forces. 
It is the firm belief of the members of the National Board for the 
Promotion of Rifle Practice that no better means exists today within 
these United States to help our people to maintain the 24-hour alert 
required to insure the Nation’s security than is available through 
providing proper instruction for members of organized civilian 
shooting clubs in the use of military type small arms. 

Section 113 of the National Defense Act of 1916 and other acts 
thereunder imposes such an obligation on the Secretary of the Army, 
and the conduct of smal] arms marksmanship training under the rules 
of the National Board for the Promotion of Rifle Practice provides 
the means for accomplishing that objective. 

It is a historical fact that without sufficient means no objective 
has ever been achieved. Prior to World War II Congress appro- 
priated necessary funds to cover the procurement and issue of ammu- 
nition, arms, appendages, and target materia] to civilian rifle clubs 
organized to conduct small arms marksmanship training under the 
rules of the board. 

Subsequent to World War II, relatively large stocks of ammunition 
were transferred from the Army to the credit of the Board without 
cost. As a result, for several years immediately following World 
War II, there was no need for the Board to ask for additional funds 
with which to purchase ammunition for the purpose just cited. But 
as this stock began to diminish, annual budget requests by the Army 
again included amounts believed necessary for the Director of Civilian 
Marksmanship to continue providing the aid authorized to be pro- 
vided by the Board. 


AVAILABILITY OF FUNDS 


However, in each case the required amounts were denied. As a 
result, since 1950, little or no funds have been made available to the 
Board which would enable it to purchase ammunition or other ex- 
pendable types of items for free issue. 

The feasibility of the National Board for the Promotion of Rifle 
Practice program, without funds for ammunition, is estimated to be 
only 28 percent, assuming that the Board’s program is 100 percent 
feasible when funds for ammunition and other expendable items are 
provided. 

In addition I would like to state, Mr. Chairman, that the $100,000 
presently set up to be provided for this activity w ill provide for pro- 
curement of only those items of a nonexpendable nature to cover the 
expenses incident to the issue of rifles, target frames and things of that 
nature, to purchase the trophies that we are required to provide for 
various competitions, such as the ROTC competition, both areawise 
and on a national basis, and in the national competitions; and for the 
pay of administrative personnel required in the office of the Board. 

Senator Fereuson. Is the administrative personnel in the military 
paid out of this fund? 
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Colonel Rav. Not the military; there is only one other officer and 
myself, sir. 

Senator FerGuson. Your pay is not out of this? 

Colonel Rav. No, sir. 


Senator FerGuson. Is Robert D. King here? 


STATEMENT OF ROBERT D. KING, IN BEHALF OF SECRETARY 
SLEZAK 


AMMUNITION SUPPLIES 


Mr. Kine. Yes, sir. I am speaking in behalf of Under Secretary 
Slezak, who is the Chairman of the Board of Directors of the National 
Board for the Promotion of Rifle Practice. He has asked me to 
say a few words. Acting in behalf of the Secretary, the Board 
sponsors this program year after year through the able executive 
direction of Colonel Rau. As Colonel Rau has indicated, since 
World War II the ammunition supplies have been provided by free 
issues from excess Army stocks to these various rifle clubs throughout 
the country, except during the last few vears. I would like to seek 
the advice of the Congress in providing direction to the Department 
of the Army, and in turn the Board of Directors, as to whether or 
not the original intent of Congress as indicated in the initial act is 
to be continued. This act was passed back in 1903. The intent 
of Congress through the years before World War Ll was that we 
should provide ammunition to these rifle clubs on a free issue basis 
and we would like to continue this practice for fiscal year 1956. 


AMMUNITION COST 


Senator Ferauson. What would it cost if we furnished the am- 
munition? 

Mr. Kina. About $1,700,000. 

Colonel Rav. For ammunition alone, sir. It will cost nearly 
$1,800,000 at present-day costs. 

Senator Ferauson. Would you not get a terrible waste in furnishing 
this ammunition? 

Colonel Rav. Not under the program as we would like to see it 
effected. 

Senator Fercuson. But the way it is now? 

Colonel Rav. I do not believe there is a waste of ammunitioa, sir. 

Senator Frrcuson. Who is responsible for this? I have a letter 
here from the Altoona Rifle and Pistol Club, Inc. 

The Director of Civilian Marksmanship, Department of Army, has informed 
all senior rifle clubs recently that Congress has cut that Department’s appropria- 
tion for 1954 to such an extent that no ammunition or other material will be 
available for free issue. 

Mr. Kina. That is right. 

Senator Ferauson. Who is responsible for that? 

Mr. Kina. It was not requested for appropriation in our fiscal year 
1954 budget; that is, any ammunition for free issue. 

Senator Frrevuson. Is that the way you treat the Congress, notify- 
ing these people that Congress cut your Department? 
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Colonel Rav. They received no such information as that from me. 
I am the Director of Civilian Marksmanship. 

Senator FerGcuson. Here is what he says in his opening paragraph, 
that just recently he got word that Congress had cut the Depart- 
ment’s appropriation for 1954 to such an extent—how much did you 
ask for last year? As I remember we gave you everything you asked 
fer. 

Colonel Rav. $100,000. 

Senater Ferauson. We gave you everything you asked for last 

var. Have you told them for 1955 that we have cut your budget? 
We have not acted yet. 

Mr. Kina. No, sir. 

Colonel Rav. I believe, sir, I can answer your question. 

Senator Ferauson. Then it has another paragraph. 


It is inconceivable and alarming that Congress should slam the door on this 
essential part of our home defense program. 


Mr. Roprerickx. May I ask from whom is that letter, Mr. Chairman? 
RESPONSIBILITY FOR STATEMENT 


Senator Ferauson. Yes. The Altoona Rifle and Pistol Club, Inc. 
They say the Director of the Civilian Marksmanship, Department of 
the Army, has informed all senior rifle clubs recently that Congress 
has cut that Department’s appropriation for 1954—I imagine he 
means 1955—to such an extent—we have not even acted. When 
this notice went out in February, neither House of Congress had acted. 

Colonel Rav. Sir, the answer to that, I believe, is this: Through- 
out the regulations that govern this activity, AR 920-20, it states, I do 
not recall exactly how many places, that dependent upon funds appro- 
priated by Congress thus and so will be done. Each of these civilian 
clubs receive a copy of that regulation. 

Senator Frerauson. I do not think even that is a fair statement to 
these rifle clubs, because we are sent up a budget of $100,000 from the 
Budget Director, and we act on it. Last year we gave you everything 
you asked for. The House has given you now all you have asked for 
in the budget. Then, Congress gets the blame for it. I think the 
time has come in the military when you fellows have to not blame 
Congress for these cuts, because the Budget Director on many of these 
occasions, which is your own department, in effect—the executive 
branch does not recommend more. Why should these people be 
told, “Get after Congress and after your Senator; put the heat on 
them.” I just think it is wrong. 

Mr. Ropericx. Mr. Chairman, I think you are entirely right, and 
the fact that this carries such a statement, it should be corrected, 
because it can be misinterpreted. 

Senator Ferauson. Yes. 

Colonel Rav. Sir, there is still another point I would like to make. 

Senstor Fercuson. Very well. 


MAGAZINE PUBLICATION 


Colonel Rav. The American Rifleman magazine is published by 
the National Rifle Association of America. They publicize a great 
deal of information concerning this appropriation that we have no 
control over whatsoever. 
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Senator Fercuson. I am not concerned with that. 

Colonel Rav. If the editorial in that magazine, such as recently 
came out, pointed out that Congress is at fault, that is not with the 
sanction of the Army. That is a civilian publication, and we have 
no control over it. 

Senator Ferauson. Who wrote the letter? 

Colonel Rav. I have a copy of the same letter. They mimeo- 
graphed that and sent it to a number of people. It came to me the 
same time it came to you, sir. 

Senator Ferauson. This man says the Director of Civilian Marks- 
manship, Department of the Army, has informed all senior rifle clubs. 

Mr. Roperick. We have a copy of the same letter. 


SOURCE OF INFORMATION 


Senator Fercuson. Will you write this man and ask him who told 
him? 

Colonel Rav. I know where he got the information. 

Senator Ferauson. Where? 

Colonel Rav. From information that came out of my office that 
this program as cited in regulations is dependent upon funds appro- 
priated by Congress. 

Senator Fercuson. Why would you send that out? 

Colonel Rav. Sir, I quote Army regulations in innumerable 
correspondence. 

Senator Ferauson. You know what happens when you send that 
out. That is the signal that goes right up, “Get after them, boys; 
give it to them.” That is what happens. I do not care personally 
about the heat, but I do not think you ought to do that with Congress. 
Here is a letter sent out March 18, 1954. You wrote to these people? 

Colonel Rav. That is right. 

Senator Ferauson. To further quote from this letter 

I wish to take this opportunity to congratulate you and other members of the 
Altoona Rifle and Pistol Club upon your strong participation in the program of 
the NBPRP, and upon the indicated manner of approach to the problem of con- 
gressional appropriation upon which the success of this program is so vitally 
dependent. 

What are you congratulating him on? 

Colonel Rav. Because of his interest in the program. 

Mr. Roperick. Certainly, Mr. Chairman, something should be 
corrected in this matter. 

Senator Firauson. | certainly feel so, Mr. Secretary. 

Mr. Ropsrick. I believe the thing to do is to investigate every one 
of the statements that are published so that such a repetition of this 
cannot happen. 

Senator Fureuson. I know that this is not only with the chairman 
of the committee. It is the chairman of the whole committee, it is 
every Member of Congress. 

Why would it not be a fair statement to say that for 5 years, or 
whatever the period is, that Congress has given everything you asked 
for? I suppose that may be a pat on the back of Congress, and | 
should not suggest that. Really, this isa serious matter. If it is going 
to take place in this small program, it can take place everywhere. 

Mr. Roprricx. I can assure you, Mr. Chairman, we will do every- 
thing we can to correct it by examining these publications indicating 
that is the case. 
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OPERATION AND MAINTENANCE, ALASKA COMMUNICATION SysTEM 


STATEMENT OF COL. HASKELL, CLEAVES, COMPTROLLER, SIGNAL 
CORPS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate - - . $4, 700, 000 $11, 185, 000 $4, 470, 000 
Prior year balance available... 2, 692 | 369, 682 54, 000 
Reimbursements from other accounts Oe eo. idl 
Total available for obligation ___.__. ‘ ; 4, 703, 096 11, 554, 682 4, 524, 000 
Balance available in subsequent year —369, 682 | —654, 000 |_. 
Unobligated balance, estimated savings (available for adminis- 
trative reappropriation in subsequent year) —1,316 | — 60, 681 
Obligations incurred aii 4, 332, 098 11, 440, 001 4, 524, 000 


Obligations by activities 


' 
Description | 1953 actual | 1954 estimate | 1955 estimate 


| 
Direct Obligations 


1. Construction of telephone, telegraph, and cable systems... $89,309 | $7,076,982 |___._- ‘ 
2. Construction of radio systems 314, 641 306, 590 | $36, 000 
3. Maintenance and vuperation of the communication system 3, 927, 840 4, 056, 429 | 4, 488, 000 





Total direct obligations. hpi ; 4, 331, 790 11, 440, 001 | 4, 524, 000 
| 


Obligations Payable Out of Reimbursements From | | | 
Other Accounts 


3. Maintenance and operation of the communication system 308 


Obligations incurred 4, 332, 098 11, 440, 001 4, 524, 000 
| | 





GENERAL STATEMENT 


Senator FerGuson. Have you a statement? 

Colonel CLeaves. Mr. Chairman, I have a statement which I shall 
read, with your permission. 

Senator Ferguson. You may proceed, Colonel. 

Colonel CLeaves. Mr. Chairman, gentlemen, the Alaska communi- 
cation system is the communication system operated by the Army 
Signal Corps to provide main long-lines electrical communications 
service throughout the Territory of Alaska and similar service between 
Alaska and the United States and other countries as shown on this 
chart. Existing landline telephone and telegraph circuits are shown 
in black dotted lines. Radiotelephone and radioteletype circuits are 
shown in red. The blue indicates the 3,000 nautical miles of sub- 
marine cable operated by the system. There will be a total of 45 
stations in operation in fiscal year 1955. Aside from these 45 Alaska 
communication system operated stations, the system connects with 
some 300 privately owned telephone and radio stations located in the 
smaller towns and canneries. 

In order to facilitate your analysis of the Alaska communication 
system budget, I would like to refresh your memory relative to the 
extent of the system. For this purpose I have prepared a number of 
charts. 
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You will note from this chart that the major stations of the 300 
privately owned stations are distributed throughout the Territory, 
with the main concentrations along the southeastern and southern 
coastal regions and in the area paralleling the railroad connecting 
Whittier, Anchorage, and Fairbanks. 

In order to visualize the distances involved and the magnitude of 
the system, this additional chart shows the Territory of Alaska super- 
imposed upon a map of the United States. Seattle, you will note, 
coincides relatively with the Bahamas, whereas Attu falls between 
Los Angeles and San Francisco. Ketchikan is near Charleston, while 
Point Barrow is near the Canadian border. The Territory covers an 
area of 586,400 square miles. The population in 1950 was 128,643 
persons which represents an increase of 77 percent since 1940. Be- 
cause of the great distances involved, the Alaska communication 
system, which provides long-haul telephone and telegraph service for 
the civilian population has been, and continues to be, an extremely 
important contribution to the development of the Territory. 


DOLLAR VALUE OF SERVICES PROVIDED 


My next chart shows the computed dollar value of all services 
provided by the Alaska Communication System during fiscal year 
1953 including commercial, military, and other Government agencies. 
These computations are based on the rates established for civilian 
users. Of the total traffic handled by the system, approximately 37 
percent is for civilian commercial, 53 percent for the military, and 10 
percent for other Government agencies. You will note that there 
was a considerable increase in commercial traffic in fiscal year 1953 
over that handled in fiscal year 1952. In fiseal year 1955 commercial 
service rendered by this system will continue to increase due to ex- 
panding private enterprises and the gradual growth of the civil 
population. 


DETAILED BUDGET ESTIMATES--MAINTENANCE AND OPERATION 


The total amount of funds requested in this budget estimate for the 
operation, maintenance, and improvement of the Alaska communica- 
tion system during fiscal year 1955 is $4,470,000 and in addition 
$54,000 is being carried over from the fiscal year 1954 appropriation 
for a total amount of funds to be obligated of $4,524,000. The blue 
bars on this chart indicate funds obligated during fiscal year 1953. 
The red bars indicate estimated obligations for fiscal year 1954. The 
green bars indicate requirements for fiscal year 1955. The amount 
requested for fiscal year 1955 represents a decrease of $6,916, 001 from 
estimates for fiscal year 1954. This substantial decrease in fiscal year 
1955 is occasioned by the fact that in fiscal year 1954 there were 
several one-time technical construction projects which included a 
major project, namely; expansion of telephone trunk facilities between 
Alaska and the United States at a cost of $6,750,000. 


TELEPHONE AND TELEGRAPH CONSTRUCTION 


No funds are requested for the reason no extensions are contem- 
plated during fiscal year 1955 under this project. 
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RADIO CONSTRUCTION 


This bar shows that funds in the amount of, $36,000 are required 
for the construction of radio systems. The estimate provides funds 
required to move and install the technical equipment from an existing 
location to a new building at Kodiak. The funds for the building 
were appropriated in fiscal year 1953 and authority for construction 
was granted by Congress in Public Law 209, 83d Congress. The 
building will be completed during the second quarter, fiscal year 1955. 


MAINTENANCE OF THE SYSTEM 


The next bar shows that funds in the amount of $925,000 are 
required for the maintenance of the communication system which is 
an increase of $158,242 over fiscal year 1954. Facilities to be main- 
tained include: 130 miles of overhead control cables, 519 transmitting 
and receiving antennas and associated transmission lines, 1,000 line- 
miles of open wire telephone and telegraph systems, inside plant to 
include radio and wire, telephone and telegraph and submarine cable 
equipment, 3,000 nautical miles of submarine cable. 

To provide adequate maintenance for the new large telephone toll 
switchboards now being installed at Anchorage and Fairbanks, and 
for the commercial-type carrier systems installed or being installed 
on the open wire lines in central Alaska, and to provide stability and 
requisite technical knowledge at these locations, it is planned to replace 
eight military personnel with skilled civilians. 

Because of the increasing age of the cable barge Lenoir, which main- 
tains the submarine cable system so vital to communications in Alaska, 
it is necessary to provide for a complete engine overhaul. Also, the 
replacement of dry rotted timbers in the hull becomes increasingly 
larger every vear. 

The growth of brush along the open wire telephone lines between 
Anchorage and Fairbanks has reached serious proportions. In order 
to avoid interruptions to the service from this growth, which in some 
places has already reached the height of the telephone wires, it is 
essential that an effective weed killer be sprayed on these trees and 
shrubs. 

MAINTENANCE OF BUILDINGS 


Under maintenance of buildings, the amount of $131,000 is re- 
quested. This represents an increase of $12,086 over the estimates 
for fiscal year 1954. 

Funds included in these estimates are required to maintain and 
repair 708,630 square feet of building space. This is an increase of 
46,180 square feet over fiscal year 1954. The extreme climatic 
conditions at many Alaska communication system stations make 
necessary frequent emergency repairs to buildings, and in addition, 
it is essential to provide minimum maintenance of buildings for the 
protection of valuable communication equipment. 


OPERATION OF THE SYSTEM 


The next bar indicates that funds in the amount of $3,432,000 are 
required for the operation of the system. This represents an increase 
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of $261,243 over the estimates for fiscal year 1954. The major in- 
creases are as follows: 

$41,600 for the procurement of household furniture for new quarters 
to be completed in fiscal year 1955. 

$88,443 for the lease of one voice channel from the Alaska-Yukon 
border to Seattle. This voice circuit is required to handle the addi- 
tional telephone traffic between central Alaska and the United States. 

The Alaska communication system plans to continue its moderniza- 
tion program, replacing obsolete and wornout communication equip- 
ment with modern, efficient facilities to fulfill the requirement for the 
provision of adequate service. Replacement of this old equipment 
will result in decreased maintenance costs. 


VALUE OF COMMBERCIAL SERVICES 


In closing, I would like to discuss briefly the trend of funds derived 
from commercial traffic and deposited monthly in the Treasury of the 
United States. The red line on this chart shows the total monthly 
receipts from 1948 up to the present. The black lines below show the 
breakout for: (1) Commercial telegrams, (2) telephone calls, and (3) 
other services, including leased lines for broadcast service and timed 
wire press. The blue line indicates anticipated receipts through 
fiscal year 1955. Cash receipts for fiscal year 1953 amount to 
$2,326,927 which is an increase of approximately 20 percent over 
fiscal year 1952. It is estimated that the value of commercial services 
for fiscal year 1955 will amount to $3,080,000 or an increase of 32 
percent over fiscal year 1953. 


SUMMARY 


This covers the highlights of the requirements of the Alaska com- 
munication system for operation, maintenance, and improvements in 
fiscal year 1955. Total appropri: ition requested is $4,470,000. 

The House A BErope Hess Committee on April 26, 1954, reported 
a reduction of $235,000 in this appropriation for fiscal year 1955. 
This reduction was not identified. 

Senator Frreauson. Do you have anything to add? 

Colonel Cieaves. Nothing, sir, except I am ready for questions. 

Senator Frmrauson. We have some general questions that I will 
ask you at this time. 

Colonel Ciuaves. Yes, si. 


COMMUNICATION FACILITIES 


Senator Ferauson. Are there any major communications facilities 
in Alaska other than that operated ‘by the Army? 
Colonel Cueaves. No, sir. However, there are some communica- 
ee facilities operated by other agencies to a lesser degree. These are: 
United States Navy: The Navy operated communications stations 
at Adak and Kodiak as a part of the naval-teletypewriter system and 
to provide communications for the 17th Naval District and the Alas- 
kan Sea Frontier. 
Civil Aeronautics Administration: The CAA operates certain com- 
munications facilities throughout Alaska and between Alaska and 
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the United States, primarily to provide communications for air- 
navigation and air-traffic control. 

Air Force: The Air Force operates communications in Alaska for 
aircraft air-warning service, for air-navigation and air-traffic control, 
and certain point-to-point communications as a part of the Air Force 
global network. 

Alaska Native Service: The Alaska Native Service maintains and 
operates a number of radio stations located at isolated communities 
throughout Alaska. These stations provide a public-communications 
outlet for the communities in addition to transmitting the official 
administrative traffic of the Alaska Native Service through the nearest 
Alaska communication-system station. 

Alaska Communications Commission: The Territorial government 
maintains and operates a number of radio stations at isolated com- 
munities throughout Alaska, where no other communications exist, to 
provide public commercial communications outlets to the nearest 
Alaska communications system station. 

Other connecting line stations: There are approximately 300 addi- 
tional radio stations throughout the Territory of Alaska providing 
communications in event of an emergency, communications for private 
enterprise and for the public. These stations are owned and operated 
by private individuals, fishing interests, mining interests, etc. These 
stations also transmit their communications through the nearest 
Alaska communications system station to the point of destination. 


LEASED FACILITIES 


Senator Fercuson. What is the comparison between the rates the 
Army pays for leased or rented facilities and the rates which the Army 
charges commercial concerns for rental of similar facilities? 

Colonel Cieaves. For voice circuits Alaska communications charges 
other users $48 per airline mile per annum whereas A. T. & T. charges 
$36 and Northwest eommunications system charges $48. 

For telegraph circuits the Army charges $25 duplex, per route mile 
per annum and $20 half duplex, per route per annum, whereas A. T. & T. 
charges $21.75 duplex and $17.40 half duplex, and Northwest com- 
munications system charges $25 duplex and $20 half duplex. 


REVENUE TO GOVERNMENT 


Senator Fereuson. What is the average yearly revenue to the 
Government produced by this system? You may insert this informa- 
tion for the record. 

Colonel CLEAvgs. Yes, sir. 

(Information requested is as follows:) 








Fiscal year 1945___-_- ate $667, 884 | Fiscal year 1952.._.._..._ $1, 943, 302 
Fiscal year 1946____- - 712, 755 | Fiscal year 1953__._.._.._._._. 2, 326, 927 
Fiscai year 1947 ie 5a 932, 987| Fiscal year 1954 (pro- 

F‘scal year 1948 G30 1, 127,628} jected) PET. 2 2, 655, 000 
Fiscal year 1949_______- 1, 202, 675| Fiscal year 1955 (pro- 

Fiscal year 1950 ee ee. 2 ee ea ee 3, 080, 000 
Fiscal year 1951__-_-_-- 1, 523, 474 | 
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Senator Ferauson. Does the Army endeavor to provide the civilian 
population of Alaska with service comparable to that which we 
receive here in the United States? 

Colonel CLeaves. The Army makes every effort to give the best 
service possible under difficult circumstances. It has to be recog- 
nized, however, that the great distances involved, the sparsity of 
population, radio and wire transmission problems, extreme weather 
conditions, all contributing to a higher cost for providing communi- 
cation services in Alaska, must inevitably result in services that do 
not in some instances attain the high standards which we enjoy here 
in the States. 

EXPANSION OF SYSTEM 


Senator Frrauson. Does the Army plan any expansion of the 
system over the next 5 years? 

Colonel Cueaves. Yes, sir. ‘The long-range plan does call for 
some expansion such as: 

Landline facilities will be expanded between the following major 
points: 

Anchorage-Palmer-Tok Junction-Fairbanks. 

Tok Junction-Alaska-Yukon Border, extending through the 
Yukon Territory to Skagway 

Anchorage-Seward. 

Anchorage-Whittier. 

Submarine cable facilities will be expanded from Skagway to 
Ketchikan. Additional facilities will be provided between Ketchikan 
and Seattle, method not yet definitely determined. 

The Seattle-Ketchikan and Seattle-Anchorage radiotelephone 
circuits will be expanded. 

It is planned to expand the Anchorage-Kenai-Homer-Kodiak multi- 
channel voice and telegraph system. 

The following radiotelepgraph circuits will be expanded: Seattle- 
Juneau, Juneau-Sitka, Anchorage-Fairbanks, Adak-Tokyo, and Adak- 
Oahu. 

A new multichannel voice and telegraph system will be constructed 
between Fairbanks-Eielson and Ladd AFB. 

Senator Ferguson. This concludes the Army hearing. The com- 
mittee will resume on Monday morning at 10:30 for the Navy. 

(Thereupon at 3:20 p. m., Friday, May 21, 1954, a recess was taken 
until Monday, May 24, 1954, at 10:30 a. m.) 
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MONDAY, MAY 24, 1954 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, Dp. , 
The subcommittee met at 10:30 a. m., Hon. Homer Ferguson (chair- 
man of the subcommittee), presiding. 
Present: Senators Ferguson and Thye. 


DEPARTMENT OF DEFENSE 
Navy DeparRtTMENT 


STATEMENT OF EDWARD W. CLEXTON, USN, ASSISTANT COMP- 
TROLLER, DIRECTOR OF BUDGET AND REPORTS 


GENERAL STATEMENT 


Senator Fereuson. The committee will come to order. 

Admiral, you have a statement, I believe. 

Admiral CLtexton. Yes, sir. My statement, in general, tries to 
bring the hearing which was held in March of this year with the 
Secretary of the Navy and the Chief of the Naval Operations and the 
Commandant of the Marine Corps, into focus, so that we may start 
these hearings and have a tie-in. 

In opening this phase of the Navy hearings on the fiscal year 1955 
budget, I would like to review some of the statements made by the 
Secretary of the Navy and the Chief of Naval Operations before this 
committee in March 1954. 

FORCES 


As you remember, in the President’s budget message to Congress he 
stressed the point that for the long pull we must maintain highly 
mobile land, sea, air, and amphibious forces. The Secretary of the 
Navy stated that the use of highly mobile forces such as the Navy 
composed of modern ships and aircraft and the Marine Corps out- 
fitted with modern arms makes possible the reduction in the overall 
size of our Military Establishment. The mobility of these forces 
allows us to project the military power of the United States to any 
area where they may be required rather than to try to maintain 
forces in all areas which would be very costly and substantially less 
effective. 

The Chief of Naval Operations stressed that we must rely on the 
aircraft procurement and shipbuilding programs for the attainment 


557 











55S DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


of increased striking power provided by the new and modern aircraft 
for our Navy and Marine air arm and the new and modernized ships 
for the fleet. 

SHIPS 


During the fiscal year 1955 the Navy plans to operate 1,080 ships, 
which is a reduction of approximately 50 ships from the number 
operating in 1954. As the Secretary of the Navy told you, this 
reduction results from decreased commitments in Korean and other 
areas. As a result of modern vessels being delivered from the ship- 
building program, the effectiveness of our fleet will continue to grow 
as these new units report for active duty. 


SHIPBUILDING AND CONVERSION 


The shipbuilding and conversion program for fiscal year 1955 con- 
tains funds to construct a new aireraft carrier of the Forrestal type, 
5 destroyers, 3 submarines, 8 destroyer escorts, and several amphibious 
ships. It also ineludes funds to convert 1 Midway class carrier, 
3 Esser class carriers, and some radar picket vessels. As the Secre- 
tary of the Navy stated to you, we are continuing to place emphasis 
on improving the capabilities of the submarines in our fleet, as in- 
dicated by the recent launching of the nuclear submarine. The 
construction of new amphibious ships and antisubmarine vessels will 
further strengthen our fleet in these important areas. As you know, 
the major part of our operating fleet was constructed during World 
War II and, if we are to avoid block obsolescence, we must increase 
the level of shipbuilding activity in the years ahead. 


AIRCRAFT 


You will remember that the Secretary of the Navy told the commit- 
tee that we plan to operate 9,941 aircraft during fiscal year 1955, 
which is the same number as in the present fiscal year. The addition 
of modern aircraft from the aircraft procurement program will in- 
crease the battle effectiveness of our naval and marine aviation units. 


AIRCRAFT PROCUREMENT 


The funds requested for the procurement of aircraft are to continue 
the procurement of new modern aircraft in order to improve the strik- 
ing power of our Navy and Marine Corps air groups. The actual 
aircraft deliveries during fiscal year 1955 are expected to be about 
500 more aircraft than were delivered in fiscal year 1954. 


UNITED STATES MARINE CORPS 


The Commandant of the Marine Corps in his testimony before this 
committee stated that the funds included in this budget would permit 
the Marine Corps to maintain, equip, train, and support the authorized 
forces of 3 combat divisions and 3 combat air wings, together with a 
limited number of combat support units. He pointed out, however, 
that the funds would provide only in part for the material support of 
the two Marine divisions and one air wing in the Far East since a 
portion of these requirements would be funde od by Army appropriations. 
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MILITARY PERSONNEL 


The Navy and Marine Corps are reducing their military personnel 
in accordance with a planned schedule. In the Navy, this reduction 
will be 55,000 military personnel during the fiscal year 1954, and then 
a further reduction of 52,000 military personnel in fiscal year 1955 
The end strength of the Navy for fiscal year 1955 will be 682,000 of- 
ficers and men. This is a total reduction of 107,000 in the 2-year 
period. ' 

The Marines are also reducing their military personnel by 24,000 to 
an end strength of 225,000 for fiscal year 1954 with a further reduction 
in fiscal year 1955 to an end strength of 215,000. This is a total 
reduction of 34,000 military personnel in the 2-year period. 

The Secretary of the Navy indicated that these reductions were 
made possible by the cut in forces, support areas, and commitments. 


BUDGET 


New obligating authority requested by the Navy for fiscal year 1955 
amounts to $9,870 million. The Navy budget for fiscal year 1955 has 
been reduced in all areas compared to the fiscal year 1954 except those 
of aircraft procurement and shipbuilding. The inportance of these 
programs to the national defense has been recognized by the increased 
procurement funds in the budget. 

The attached table, which | would like to insert in the record at this 
point, shows the original request for funds by the Navy, the action by 
the House Appropriations Committee, and the requested appeals 
which the Navy desires to make at this time. The total reduction 
made by the House Appropriations Committee amounted to 

209,181,500. 

The Navy is always mindful of the thorough and responsible review 
which the House Appropriations Committee gives to our annual budg- 
et. We accept their careful and excellent judgment in every activity 
possible and have only requested reconsideration where we felt that 
our programs required further understanding and re medial action 
Over 77 percent of the cuts were accepted. In about 23 percent of the 
areas, however, requests must be made for additional funds to insure 
that our military operating programs and our weapon supremacy in 
the future may be maintained. For this reason, we are requesting 
restoration of $48,030,100. The areas in which we are requesting 
this restoration of funds are indicated on the attached table, which 
shows that for the most part our request consists of $17 million for 
the operation of aircraft and related facilities and $21,758,100 for the 
research and development programs of the Navy. 

The details justifying the programs of the Navy and Marine Corps, 
as well as the justifications for the restoration of a portion of the funds 
removed by the House action, will be provided by the various wit- 
nesses who follow me. 

As you know, I will be available throughout the hearings to assist 
you in every way possible. I will place in the record any exhibits or 
other information which you may desire to assist in your review of 
the Navy and Marine Corps budget. 
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HOUSE ACTION 


Admiral CLexron. I have 1 or 2 comments I would like to make 
with respect to the budget. The House committee reduced the 
Navy’s budget $209,181,500. 

The Navy is always mindful of the thorough and _ responsible 
review which the House Appropriations Committee gives to our 
annual budget. We accept their careful and excellent judgment in 
every activity possible and we have only requested reconsideration 
where we felt that our programs required further understanding and 
remedial action. 

We accepted 77 percent of the cuts, but in 23 percent of the cuts 
we have requested additional funds to insure that our military oper- 
ating programs and research and development weapons supremacy in 
the future may be maintained. 

We have requested funds in five appropriations, Navy personnel, 
general expenses; aircraft and facilities, Navy; civil engineering, 
Navy; research and development, Navy; and servicewide operations, 
Navy, for a total of $48,030,100. 

Senator Fereuson. Out of $209 million? 

Admiral CLextron. Yes, sir. 

The details justifying the programs of the Navy and the Marine 
Corps, as well as the justification for the restoration of a portion of 
the funds removed by the House action will be provided by the 
various witnesses who follow me. 

As you know, I will be available throughout the hearing for any 
additional information. 


PERSONNEL ENGAGED IN PROCUREMENT CONTRACTS 


Senator Fercuson. Why do we still have 2,990 average employees 
during fiscal year 1954 engaged in preparation of naval procurement 
contracts. Certainly, this kind of work is greatly reduced from the 
high of better than $10 billion of procurement during 1952 when the 
average personnel during that year was 3,187? 

Admiral CLexton. We do not know where the figures came from 
and cannot comment on their validity. However, the funds available 
for major procurement in the 1952 budget were $7.8 billion. But in 
general, contract procurement is now a very heavy and complicated 
volume of work. There are many contract terminations, involving 
final review. The volume of cancellations also involves calculations 
on settlements. And the great volume of changes resulting from 
constantly advancing developments based on new designs, makes the 
number of contracts only a partial indicator of the workload. In 
many bureaus there are still numerous letters of intent which are 
being converted to contracts. A heavy workload still remains in the 
preparation and processing of naval procurement contracts. 

Senator Fmreuson. Will you give us for the record some specific 
examples of the refinements in the Navy accounting system which has 
been prescribed? 

Admiral CLexron. One of the major refinements in the Navy 
accounting system has been in the continued expansion of financing 
field activities under the Navy industrial fund and improvements in 
the procedures and techniques involved in accounting under this type 
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of financing. These procedures are being developed along the lines 
of the most modern approved commercial accounting practices to 
the extent that such commercial accounting is adaptable to the 
specific requirements of a military department industrial organiza- 
tion. 

During the past year the Marine Corps has incorporated into its 
accounting procedures the stock fund accounting program that was 
developed during the latter part of the last fiscal year. During the 
year additional refinements in the general stores accounting procedures 
of the Marine Corps have been made to the extent that for the latter 
part of this fiscal year materials procured through the procurement 
appropriation are being carried in an Appropriation Stores Account 
under stores procedures similar to those used for the Marine Corps 
Stock Fund Account. 

During this year considerable effort of Marine Corps and Navy 
Comptroller personnel has been devoted to development of procedures 
for the Marine Corps, looking toward complete payroll, appropria- 
tion, allotment, and cost accounting by field activities of the Marine 
Corps. The procedures, which will become effective July 1, 1954, 
follow the pattern of procedures used by the rest of the Department 
of the Navy for many years. During the process of developing these 
procedures certain refinements in the existing detailed procedures 
were developed and placed in effect as soon as the instructions could 
be prepared. 

During the past year work has been continued on developing ac- 
counting procedures for activities operating with nonappropriated 
funds. At the present time detailed accounting handbooks have 
been prepared or are in the course of preparation for open and closed 
messes, military welfare and recreation activities, and civilian recre- 
ation activities. 

INDUSTRIAL FUND 


Senator Ferauson. How much do you estimate was saved by the 
Navy through operation of the Industrial Fund? 

Admiral CLiexton. I will get that information for vou. 

(The information referred to follows:) 
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EstiMateD Savines at Activities FrInaNcepD UNDER THE Navy INDUSTRIAL 
FuND 
1. The following estimate of the savings under Navy industrial fund operations 
as taken from the financial reports and data supplied by the activities is as follows: 
(a) MSTS, fiscal year 1954 to Mar. 31, 1954: 
Earnings or savings returned to shipper service____- _ $34, 309, 996. 54 
6, 686, 859. 18 


Wi wel ms ; 40, 996, 855. 72 

Tariff rate reduction:! 
Cargo service 10 percent ; 5, 681, 809. 01 
Passenger service 5 percent___---__- . 1, 328, 035. 39 
Petroleum service 10 percent - _- -- ‘ 2, 629, 403. 99 
Total : * : aaa s 9, 639, 248. 39 


This represents the tariff reduction made effective as of Jan. 1, 1954. 


(b) Defense Printing Service, earnings or savings returned to 


customers: 
Fiscal year 1954_ i ; 224, 268. 41 
Fiscal year 1953 : 70, 126. 36 
Fiscal year 1952 174, 192. 68 
Total od ; a 468, 587. 45 
(c) Marine Corps Clothing Depot: Savings in operating costs - _ - 198, 000. 00 


(d) Naval shipyards: Until all shipyards are converted to the Navy industrial 
funds any estimate of savings would not be realistic or adequate. The 
Bureau of Ships is impressed favorably with NIF financial statements, 
but does not wish to make an estimate at this time. 

(e) Naval Ordnance plants: 
Powder factory, Indian Head__- 
NOP York estimate per annum- ; 
NOP Forest Park estimate per annum_- 


vues og Pleat . $1, 500, 000. 00 
100, 000. 00 
500, 000. 00 


tee: ddan cupiie paar A dts Babs ....... 2, 100, 000. 00 


(f) Naval research laboratory: Office of Naval Research indicated that NIF is 
providing information for better financial reports resulting in operating 
economics and increased value of research services for each dollar spent. 
At the present, insufficient data are available to evaluate reliably a figure of 
estimated savings. Obsolete inventories highlighted by NIF has 
resulted in the use of such material in the amount $144,700. 

2. As each program goes forward under the Navy industrial fund additional 
data become available for estimating savings on a more realistic basis. Cost 
trends, however, definitely substantiate considerable savings. This opinion is 
based upon the current financial statements. Naturally the length of time an 
activity has operated under NIF greatly influences the rate of economy efficiency. 
The initial period is indoctrination and creating “‘cost-consciousness’”’ after which 
follows the emphasis of cost reduction. 


Total 


ECONOMIES AND SAVINGS 


Senator Bripces. Several months ago you submitted to the com- 
mittee a report giving examples of economies and saving during 
calendar year 1953. Will you bring that up to date and submit it 
for the record, please? 

(The information referred to follows:) 
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DEPARTMENT OF THE Navy 
EXAMPLES OF ECONOMIES AND SAVINGS DurInG CALENDAR YEAR 1953 
A. FISCAL MANAGEMENT 


7 Financ zal prope rly act ounting 


The Department of the Navy has been pricing its inventories for many years; 
however, significant refinements are still being made in the accounting system, 
The following are two examples: 

(a) Stratification of inventory.—This project will provide dollar value data on 
Navy inventory indicating the major purposes (current operations, mobilization 
reserves, foreign aid, ete.) for which it is held. 

(b) Fractionation of inventory.—This project will further subdivide the inventory 
into segments to indicate demand experience and relative value (i. e., fast-moving 
items, moderately fast-moving items, slow-moving items, high unit value items, 
low unit value items, ete.). This system will enable the Navy inventory managers 
to concentrate their attention where most needed. It will also permit the de- 
velopment of various procurement and distribution techniques appropriate to 
each segment of the inventory 
S Stow k funds 

(a) The Marine Corps stock fund, which identifies common-use standard stock 
items in all major supply classifications, was established on July 1, 1953, and is 
now providing responsible agencies with more accurate and timely data on con- 
sumption of supplies. It will also permit more efficient procurement and dis- 
tribution of supplies. Coverage of the fund will be expanded by the addition of 
about 12.000 items in January and 10,000 more in May 1954 to the 35,000 now in 
the fund. 

b) The Navy stock fund was further expanded during the year to include 
common electronic items 
8. Industrial funds 

The conversion of Navy industrial- and commercial-type activities to industrial 
fund operation was greatly accelerated during the past year. The Charleston 
and Norfolk Shipyards; the Forest Park, Indian Head, and Corona, Calif., naval 
ordnance factories; the Nava! Research Laboratory; the Marine Corps clothing 





factory; and all elements of the Navy Printing Service were all brought under 
industrial fund operations in 1953. In the next 6 months the program will be 
extended to four more shipyards: New York, Boston, Portsmouth, and Puget 
Sound. The savings which can be realized under this type of operation are illus- 
trated by the following two examples: 

(a) Navy Printing Service.—A comprehensive program of analysis of operations 


and techniques has been established, and management improvement techniques 
recommended for two distriet publications and printing offices which will result 
in anticipated savings of not less than $40,000 per annum. Overall production 
efficiency has increased 5% percent. This is tantamount to the monthly pro- 
duction of material valued at $20,000 available for sale with no increase in per- 
sonne l. 

(b) Marine Corps clothing factory, Philadelphia.—Establishment of workday 
standards for 99 percent of all operations by utilization of work measurement 
techniques, enabled accomplishment of the fiscal year 1953 program with 20 
percent fewer operating personnel, at a savings of $800,000. 


BR. PERSONNEL AND TRAINING 


1. In the area of manpower large reductions have been made in both military 
and civilian personnel. From January 31 to December 31, 1953, civilian per- 
sonnel have been reduced by approximately 46,000. This reduction was attrib- 
utable in part to the end of active combat in Korea but more importantly to 
a continuous reevaluation of various programs, increased emphasis on the policy 
of farming out work to industry, elimination and reduction of work considered to 
be of less essential or urgent neture, and better utilizatio» of available personnel. 

2. Although most of this reduction was achieved in the larger activities, par- 
ticularly the industrial type, possibilities for small savings were not neglected 
The following are a few examples of the latter: 

a) A management survey of the amphibious base, Little Creek, Va., resulted 
in the elimination of seven civilian positions and led to the streamlining of pro- 
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cedures with substantial savings of man-hours and materials. Yearly monetary 
savings of $20,275 were achieved, and improved procedures made 8,171 man 
hours available for more productive work 

b) A program of converting addressing methods to the Scriptomatic system 
is underway. Three naval districts have completed conversion during the year 
An annual savings of 12 military billets, 5 civilian billets, and $31,759 in machine 
rental has been effected. 

(c) As a result of more comprehensive utilization of punched-card and addré 
ing equipment, the commandant of the Ninth Naval District effected a reductior 
of seven civilian billets. This reduction amounts to a savings of approximately 
$20,600 annually, and the procedural revisions installed result in simplified and 
more accurate record keeping 

(d) A special Marine Corps reenlistment program has been in effect dur 
the vear. It is estimated that at least one-third of the reenlistments resulted 
directly from this new emphasis \ savings of approximately $2,700 is realized 


from each 





reenlistee in eliminated training and outfitting costs for a total eventual 
savings of about $11 million In addition, the continuation of these trained 
marines on active duty insures a more efficient corps 


( PROCUREMENT AND PRODUCTION 


1. In providing for alterations to ships of the Reserve Fleet and Naval Reser 





training vessels, the decision was made to fund only those alterations which 
most essential to the operation of the vessels, and to defer fundi alterat s of 
lower priority. As a results of this action, it was possible to reduce $17,400,000 
from amounts appropriated for such alteratior 

2. In the field of electronics procurement, a irveyv of all outstanding order 
was made by the Bureau of Ships and some eliminated, primarily because of 
changes in requirements This action resuited in a reduction of $33.500.000 in 


budgeted funds 

3. Nonprocurement of major procurement items which reevaluation indicated 
should not be procured at this time, and procurement savings due to pric 
decreases where the Bureau of Yards and Docks directed savings were not to be 
used for additional procurement, saved $9,368,573 

1. The Bureau of Ships continued its efforts in the direction of conservatio 
of critical materials. For example, conservation reports for the first half of the 
year indicate that an estimated 3 million pounds of stainiess steel will be saved 
during the year by the substitution of less critical material for flywheels and 
bases for engines In a single conservation action involving the reuse of part 
of obsolete mine countermeasures equipment, approximately $350,000 was saved 
5. The Bureau of Aeronautics has continuing programs for improving operati 
and production techniques which produce important savings of manpower, ma 








rial, and lead time, as well as substantial dollar savings. For example, th 
tinkertoy”’ program of modular design and mechanized production of certai 
electronics equipment potentially results in direct-cost savings to the manufac 


turer and, indirectly, on later contracts to the Navy in the magnitude of 30 
percent, while other programs, such as that for eliminating critical materials ir 
jet engine blade forgings, should ultimately result in savings of up to 60 percent 

6. Progress was made during the year in conversion of guided missile contracts 
from ‘‘cost-plus-fixed-fee’’ to ‘‘fixed-price’’ type. The largest single Bureau of 
Ordnance guided missile production contract was converted during October 1953 
to a fixed-price incentive type. Efforts are continuing to convert missile procure- 
ment as rapidly as possible to contract forms which provide a definite incentive 
to industry to reduce costs and to operate at maximum efficiency 


D. RESEARCH AND DEVELOPMENT 


1. Reevaluation by the Bureau of Yards and Docks of contractual requirements 
in the research and development field eliminating duplication saved $195,824. 


EK. SERVICE OPERATIONS 


1. In February 1953 the Secretary of the Navy, after consultation with the 
Armed Services’ Committee of the House, concluded that the Navy oil drilling 
program in Alaska was uneconomical and ordered the suspension and orderly 
close-out of the Naval Petroleum Reserve No. 4. As a result of this order, 


savings in funds already appropriated may exceed $3 million 
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2. The rapidly increasing cost of punched card operations required a close 
review of the entire prorram. One particular problem areas was the low utiliza- 
tion at periodic intervals in many of the departmental installations. A study 
of possible consolidation and resulting economies was made. As a result, the 
punched card cross-servicing plan was approved which established a pricing 
system for evaluatins punched card jobs and for interchance of workload among 
departmental installations to offset low-productivity periods. It will allow a 
reduction in personnel and machine requirements with consequent denartment- 
wide savings estimated at $200,000. Also, as a result of this cross-servicing plan, 
primary savines in the punched-card equipment field have been made in the area 
of equipment rental reduction. Since January 1953, establishmentwide rental 
costs have been reduced by approximately $503,000. These savines were achieved 
by realigning functions and tichtening manasement controls, and by emrhasizing 
cross-servicing aimed at distributing workload among different punched card 
installatiors in the same ceograrhical area. 

3. As a supplement to the Navy’s continuing reports management prosram, 
an intensive one-time review has been made of all recurrinc Navy reports required 
or prepared at the activity or command level. Responsible officials at those 
levels were directed to accomrlish all possible reporting improvements in terms 
of reports cancelation, simmlification, and reduction of frequency. This review 
was completed on October 29, 1953, with the following results: 

(a) Naval activities and commands canceled 2,473 reports and improved 958 
additional reports with an estimated savings of approximately 472,000 man-hours 
per vear. 

(b) In addition, activities and commands submitted to their management 
bureaus recommendations for the improvement or cancelation of departmental 
reports. Action taken on these recommendations resulted in the cancellation of 
50 renorts and the improvement of 61 reports, with an estimated savines of 
60,000 man-hours per year. Total accomplishments of the one-time review were 
thus: 2,523 reports canceled and 1,019 renorts improved, resultine in s savings of 
532,000 man-hours per vear distributed throushout the Naval Establishment. 

1. Reevaluation of aircraft overhaul costs and procedures indicates that 4 
eorefully planned reduction in the derree of overhaul, coupled with imnrovements 
in efficiency, reduced overhaul costs in 1953 by an estimated $8,600,000. 

5. Procedures for savings-bond accounting were revised in all bond-issuing 
activities to provide for the use of the calculating punch instead of the more 
expensive tabulator. The summary-punch machine permits faster processing, 
lower rental cost equipment, and use of only 1 ecard per account instead of 2 per 
account under the old method. Another new procedure eliminates the necessity 
of preparing check-issue cards at all Navy activities except the Field Branch using 
»ard checks. The new procedure will reduce the number of check-issue cards by 
20 million per year. These two improvements result in a savings of $38,850 per 
year in card costs alone. 

6. Navy cooperated with the Army in the development and adoption of a 
standard contract covering stevedoring services. To date, dollar savings to Navy 
alone have been at least $277,000. 

7. A revised procedure which substitutes certificates in lieu of permanent 
citations for Air Medals and Bronze Star Medals awarded by delegated authority 
has resulted in annual savings estimated at $20,000. Previously, each award was 
reported to the Citation Branch of the Medals and Awards Division by a copy 
of a temporary citation. This copy was logged, checked for accuracy of biographi- 
cal data, then the permanent citation was composed, edited, typed, and proofread. 
The revised procedure requires only the checking of the temporary citation for 
legal accuracy and typing the certificate. 

8. The reduction in scope of operations at the Naval Radio Station, Bainbridge, 
Md., incident to the transfer of its major function to the Naval Radio Station, 
Imperial Beach, a component of the Naval Communication Station, San Diego, 
Calif., has permitted the anticipation of a net savings to the naval communication 
system in the amount of $117,000 per year. 

9. The Naval Research Laboratory has instituted a program of adjusting 
station maintenance requirements, thereby reducing personnel and, in certain 
areas, accomplishing maintenance on a contract basis in lieu of using station labor 
when a saving can be effected. Economies effected during the past 6 to 9 months 
-nclude the elimination of 45 automotive vehicles and the reduction of 36 employees 
as follows: 15 general artisan employees (painters, carpenters, plumbers, pipe- 
fitters, and machinists), 4 mail and records employees, 9 custodian employees, 
6 facilities engineers, and 2 boiler firemen. In some areas, such as typewriter 
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repair, it has been determined that the work can be performed more economically 
on an outside contract basis. This has resulted and will result in further reductions 
in station labor. 

10. The consolidation of certain administration functions between the inspector- 
instructor staff of an organized Marine Corps Reserve ground unit and the staff 
of the commanding officer of the organized ground unit was effected. As a 
result, it is estimated that approximately 40,000 hours per year, or $58,307.65 
in terms of pay and allowances, will be saved in the accomplishment of the normal 
administrative workload for all organized Marine Corps Reserve ground units. 
Also, whereas two complete sets of publications were previously maintained, only 
one set is now maintained. A savings of approximately $9,200 per year for the 
next 5 years will result from the fact that it will not be necessary to print and 
replace certain administrative books heretofore required. 

11. On October 1, 1953, the Marine Corps abolished the system of processing 
and distributing hometown news releases and commenced joint utilization of the 
Navy Department’s Fleet Hometown New Center. This action has resulted in 
more effective control of the program, utilization of fewer personnel, and standard- 
ization and efficiency in the program. The Marine Corps has been able to save 
approximately $46,000 of the $54,000 home community news release fund that was 
not expended during the first quarter, fiscal year 1954. Further, this fund will 
not be required in future years. 


F, FACILITIES 


1. As a result of action initiated early in the year, many shore-establishment 
maintenance piojects which had been planned for accomplishment at the field 
activities of the Bureau of Ships were deferred. A reduction in civilian personnel 
at these field activities was also accomplished by June 1953. This made possible 
a reduction of $17 million below the amount originally budgeted for these func- 
tions. 

2. A project for conversion of the heating plant at the Reserve Training Center, 
Spokane, Wash., has been financed at a cost of $19,500. This resulted in an 
annual payroll savings of $15,900 and four positions. The planning stage for 
two similar projects has been completed and will be financed in the near future 
The resulting savings for each will be approximately equal to the savings obtained 
at the center at Spokane. 


G., SUPPLY MANAGEMENT 


1. An inventory system for office machines and furniture was established, and 
an instruction was issued permitting the initiation of procurement only when 
there was assurance that existing equipment was fully utilized or was a liability. 
A formal procedure was also introduced providing that all declarations of surplus 
should be made to the Administrative Officer. These are screened to determine 
if the equipment is in useable condition and if it can be used elsewhere in the 
Department. Orders by the bureaus and offices of the Navy Department for 
office machines, furniture, and other supplies, have decreased by approximately 
$100,000 per month since the beginning of this calendar year. ‘This amounts to 
a reduction of over $1 million during 1953. 

2. A reappraisal of the inventory position of many hull and machinery com- 
ponents and repair parts resulted in a decision to reduce the inventory levels 
from those existing at the end of January 1953. Reduction of inventory levels 
in turn resulted in decreased budgetary requirements for procurement of the 
components and repair parts. A total of $60 million was removed from the 
amount appropriated for these programs as a result of this reduction in stock 
levels. 

3. A review by the Bureau of Ships of all maintenance material requirements 
for support of electronics equipment in use, together with a reduction of inventory 
levels and an improvement in inventory control, made possible a reduction of 
$16,500,000 in the amount budgeted for the procurement of such material. In 
addition, the Bureau standardized the specification requirements for radar equip- 
ment, a move which is expected to result in further savings of about $6 million 
& year. 

4. As the result of changing from a statistical approach to a line item analysis 
of requirements for ordnance spare parts, approximately $16 million was saved 
from fiscal year 1953 and 1954 funds. The new system provides a more accurate 
basis for computing requirements. 

5. According to analysis of work measurement reported for calendar year 1952 
compared with the first 9 months of 1953, there has been a net reduction of 12 
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percent in the cost per ton of ammunition handling. This amounts to approxi- 
mately 837,000 man-hours and a direct pay savings of approximately $1,250,000. 
This saving was achieved by improved methods, better utilization of equipment, 
and more efficient methods and controls. 

6. An improved procedure for the preparation and review of allowance lists 
for automotive, construction, and weight handling, materials handling, and 
railroad equipment permitted a reduction of $5,175,000 in the planned fiscal year 
1954 procurement of equipment. 

7. The material handled throughout the Navy supply system is counted in 
terms of measurement tons. The Bureau of Supplies and Accounts emplovs over 
50,000 personnel to handle the measurement ton workload of the supply system. 
Continuous and intensive effort toward improved productivity is being exerted 
through application of better methods, procedures, and management techniques. 
From January 1953 to date, a 7-percent improvement in productivity has been 
achieved. Based on the number of emplovees assigned, the average annual 
savings due to the increase in the rate of labor productivity is estimated to be 
approximately $18 million. 

8. On January 30, 1953, the Office of Naval Material instituted a Navv-wide 
program for review of material in inventory to eliminate inactive and excess 
material. This review program is scheduled to be completed by July 1, 1954, 
and indications, so far, are that about 5 percent of the material is excess and may 
be disposed of. ° fter, the program review will be on a continuous basis. 

9. It was determined that stock levels of Navy clothing had been built up to 
the extent that continued operation of the Navy Clothing Factory, Brooklyn, 
was no longer economically feasible. Accordingly, the factory was closed on 
April 30, 1953, and 800 employees released. Future clothing requirements will 
be procured from commercial sources on a contract basis, 

10. The Navy implemented an educational program stressing proper procedures 
for handling, identifying, and segregating scrap material. This program greatly 
helped in recovery of 165,000 tons of ferrous and nonferrous scrap sold by Navy 
for approximately $5,500,000. Thirty million pounds of copper scrap, and 

ine million pounds of lead scrap were recovered and refined. 

11. Inspections by the Marine Corps have resulted in the orderly and efficient 

renpehment at the Marine Corps Forwarding Depot, Portsmouth, Va. This 
will result in releasing the buildings and grounds now occupied in Norfolk proper 
before the end of the current fiscal year, with an approximate savings of $65,000 
n operating and maintenance costs 





12. Operation of a central reporting area for all materials handling equipment 
at Marine Corps Supply Annex, Barstow, Calif., has resulted in an estimated 
annual savings in man-hours equal to $7,375. 

13. Location of material, by class, in warehouses, to expedite receipt and issue 
of stocks under the new revolving stock fund system, has produced an estimated 
annual man-hours savings equivalent to $17,500 at Marine Corps Supply Annex, 
Barstow. 

14. Utilization of warehouse trailers pulled by lifts to augment those pulled by 
tractors resulted in a savings of $9,900 per annum at Marine Corps Supply Annex, 
Barstow. 

15. The Marine Corps Forwarding Depot, Portsmouth, Va., has developed a 
rail loading technique for lumber which has produced a 94-percent reduction in 
man-hours required to load a flates It is estimated that utilization of this 
technque at Portsmouth will provide a savings during 1953 of $68,000 and, when 
installed Marine Corps-wide, will provide a yearly savings of approximately 
$125,000. 

16. Development of a self-tilting 2-wheel, tilt-bed trailer which can be hooked 
or unhooked from the prime mover by 1 individual independently of the bed, 
resulted in an annual savings in man-hours equal to $1,052.92 at Marine Corps 
Base, Camp Pendleton 





INCREASE IN REQUEST 


Senator Ferauson. I note that in the President’s budget you are 
asking for about $500 million more this year than last year. What, in 
general, is the reason for the increase? 

Admiral Ciexton. The increase is attributable to the larger ship- 
building and aircraft procurement programs. All other programs 
have been reduced below the 1954 levels. 
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Senator Ferauson. How do the Navy’s organization and budget 
structure insure effective use of the money appropriated? 

Admiral CLtexton. The Navy’s budget structure is built around 
the organization pattern of the Navy in order that management, 
budget, and fiscal responsibilities are in complete alinement. For 
instance, the Chief of the Bureau of Ships is responsible for the design, 
maintenance, procurement, construction, and research pertaining to 
all ships of the Navy in accordance with the policies of the Secretary 
of the Navy and the military requirements of the Chief of Naval 
Operations. He also prepares and justifies the budgets which include 
the funds to accomplish his mission. The funds appropriated by the 
Congress for the purpose are then administered and accounted for by 
him throughout the period of availability for obligation and expendi- 
ture. 

UNOBLIGATED BALANCE 


Senator Ferauson. What is your estimate of the amount of 
unobligated balance that will revert to the Treasury on June 30, 1954? 

Admiral CLexton. As of March 31 there is almost $290 million 
unobligated in accounts which will not be available for expenditure 
after June 30, 1954. 

Senator Ferauson. What is the amount you estimate you will 
carry over into fiscal year 1955? 

Admiral Ciexron. Based on current estims a about $13.5 billion 
will be carried over as unexpended into fiscal year 1955. T his amount 
would be altered by the amount of money that a be extended for 
expenditure availability by the proposed general provision No. 739. 

Senator Frerauson. With these large unobligated balances, why 
do you need so much money in fiscal year 1955? 

Admiral CLexton. These unobligated funds have been appropri- 
ated essentially for specific shipbuilding and aircraft procurement 
programs within the Navy’s plan for modernizing its fleet and air- 
craft by annual increments. The funds requested in fiscal year 1955 
are, therefore, unrelated to the unobligated balances, except to the 
extent that the unobligated balances were considered as an asset in 
computing the fiscal year 1955 requirements. 

Senator Ferauson. Why cannot some of these unobligated bal- 
ances you plan to carry over be rescinded or used to reduce your 
dollar requirements for fiscal year 1955? 

Admiral Ciexron. As stated in answer to the previous question, 
the unobligated balances are essentially for carrying out specific ship- 
building and aircraft procurement programs which have been approved 
by the Congress. Rescission of these balances would destroy the 
base on which the fiscal year 1955 estimates were made and would 
require a reappropriation of funds to complete the ships already con- 
tracted for and to complete the annual increments of aircraft procure- 
ment without a serious setback in modernization. 

The unobligated balances, for the same reasons, cannot be used to 
reduce dollar requirements for fiscal year 1955. 

Senator Frreuson. What is your estimate of unexpended balances 
that will revert to the Treasury on June 30, 1954? 

Admiral CLexton. The amount currently estimated to be trans- 
ferred to the “‘Payment of certified claims account” as of June 30, 
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1954, is $918 million. This amount will be lowered by any amounts 
that are extended for expenditure in fiscal year 1955. 

Senator Fercuson. What is the estimated unobligated carryover 
into fiscal year 1955? 

Admira] Ciexton. The estimated amount that will be available 
for obligation in subsequent years is $1,014 million. These balances 
are in the appropriation “Shipbuilding and conversion,” ‘Aircraft 
and related procurement” and ‘‘Marine Corps procurement.” 

Senator Ferauson. Does this large unexpended balance mean you 
are not getting deliveries of critical items? 

Admiral CLexton. We are now beginning to get deliveries which 
we had expected earlier. Many of the items are critical or would 
have been had the Korean war continued. All the undelivered 
material is needed, either to modernize our fleet or to improve our 
mobilization position. 

ADVANCED FUNDING 


Senator Frrauson. In view of the lag in deliveries of some items, 
wouldn’t you say you are funded too far in advance on some items? 

Admiral CLexton. We recognize that we are funded too far in ad- 
vance on some items. This funding occurred in fiscal year 1951 and 
fiscal year 1952 when efforts were being made to rapidly improve our 
war potential. Assumptions were made that Government controls 
would be exercised over manpower, materials, and production for 
civilian consumption. These assumptions proved to be wrong. In 
the meantime, contracts had been accepted, but delivery schedules 
were not met. When the Navy recognized this situation, a rigorous 
review of contracts was undertaken with a view to cancellation. 
Many contracts were canceled where savings could be made, but many 
contractors had gone beyond the point where it would be economical 
or advantageous to the Government to cancel. 

The new items for procurement in 1955 are only funded for the lead 
time required, based on the best judgment available in Defense and 
the Bureau of the Budget. 

Senator Ferauson. Will any of this money have to be extended? 

Admiral Ciexton. Yes. The Department of the Navy has re- 
quested extension of certain 1951 and 1952 funds for expenditure in 
fiscal year 1955 for the payment of procurement obligations. These 
1951 and 1952 obligations are primarily for ammunition, weapons, 
and electronic items having long procurement lead time. 


CIVILIAN PERSONNEL 


Senator Ferauson. Please provide the committee with a table show- 
ing the average civilian personnel employment by appropriation. 
(The information referred to follows:) 
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DEPARTMENT OF 


lverage civilian employment 


Appropriation 


Man 
years 
Grand total ! 457, 004 
Ourrent year funds 314, 403 
Prid® year funds 86, 402 
Reimbursements 57, 099 
Navy personnel, general expenses 10, 266 
Current year funds 10, 122 
Prior year funds 17 
Reimbursements 127 
Marine Corps troops and facilities 17, 589 
Current year funds 16, 573 
Prior year funds 
Reimbursements 1,016 
Aircraft and facilities 80, 393 
Current year funds 78, 672 
Prior year funds R34 
Reimbursements 887 
Aircraft and related procurement 2, 573 
Current year funds 613 


Prior year funds 1, 960 
Reimbursements 

Ships and facilities 83, 203 
Current year funds 65, 477 
Prior year funds 17, 116 
Reimbursements 700 

Construction of ships 11, 508 
Current year funds 
Prior year funds 11, 508 
Reimbursements 

Shipbuilding and conversion, Navy 4,110 


Current year funds 
Prior year funds $2, : 
Reimbursements 





IRNV: Construction and machin 
ery a 


Current year funds 
Prior year funds | 5 
Reimbursements 


Ordnance and facilities 42, 336 


Fiscal year 1953 Fisc 
Man 
Dollars Tan- 
years 
1, 860, 127, 262 (424, 602 
1, 241, 658, 848 281, 19038 
365, 060, 763 (4, 991 
253, 407, 651 78, 5OS 
3Y, 202, 264 9, 647 
38, 507, 175 9, 505 
65, 759 20 
139, 330 122 
60, 733, 008 | 16,179 
57, 866, 781 14, 261 
1, 332 
2, 866, 227 S86 
317, 170, 75, 995 
310, 214, 448 | 74, 228 
3, 266, 305 618 
3, 690, OO1 1,149 
12, 047, : 2, 390 
3, 633, 556 605 
8, 413, 740 1, 785 
356, 434, 548 | 57, 809 
280, 181, 763 43, 909 
52,785 | 13, 206 
3, 000, 000 604 
49, 838, 376 2, 250 
2, O82 
49, 838, 376 207 
150, 587, 680 | 35, 9016 
8, 074, 445 8, 365 
| 142, 513,235 | 27, 551 
| 
19, 150 
19, 150 
208, 730, 500 | 46, 580 
Current year funds 31,330 | 126, 446, 509 | 27, 206 
Prior year funds 20, O18 78, 466, 500 | 18, 308 
Reimbursements O88 | 3, 817, 500 | R86 
Fiscal year 1953 Fises 
Man- Man- 
a : Dollars fan 
years years 
Includes allocations to other 
wencies as follows 1, 023 041, 345 557 
And personnel paid from non- 
ippropriated funds as fol 
lows 163 585, YIT lw 


DI 


FENSE 














APPROPRIATIONS, 


A ppropriation basis 


Navy and 
al year 19054 
Dollar 


1, 771, 356, 42 


1, 144, 908, 331 
281, 451, 551 
$44, 906, 6390 
37, 806, 893 

, 198 
600 
, 100 
60, 602, 768 
52, 804, 768 
, 000 
, OOO 





, 230 


307 


O14 
2, 592, 


1,015 


230 
000 
000 
11, 630, 000 
3, 639, 000 


7, 991, 000 


253, 149, 700 
191, 659, 600 
8, 400, 100 
3, 000, 000 
10, 386, 900 
¥, 435, 100 
951, 800 


161, 391, 800 


37, 58S. 
124, 803, 


150 
650 


1¥2, 405, 000 


114, 553, 400 
74, 403, 600 
4, 448, 000 


1] year 1954 


Dollars 


2, 790, 676 


1955 


571 


Varine Corps 


Fiscal year 1955 


Man 





veare Dollars 
110,401 | 1,713, 315, 781 
280, 489 | 1,144, 100.721 
5, 068 238, 507, 603 
74, 844 330, 707, 457 
9, 602 37, 664, 120 
9, 480 37, 143, 029 
122 )21, 100 
15, 227 55, 646, 284 
14, 619 53, 957, 784 
64 300, 500 
544 1, 388, 000 
74, 585 308, 473, 100 
73, 774 305, 035, 100 
Sil 2, 153, 000 
300 1, 285, 000 
2, 369 11, 537, 000 
605 4, 639, 000 
1, 764 7, 808, 000 
55, 049 240, 742, 700 
15, 966 201, 344, 700 
8, 380 36, 398, 000 
604 3, 000, 000 
RY 4, 046, 800 
B45O 4,046, 800 
37, 290 168, 024, 400 
10, 792 48, 626, 261 
26, 408 119, 308, 139 
46, 028 189, 223, 000 
28, 566 118, 757, 000 
16, 601 67, 366, 000 
Hl 3, 100, 000 

Fiscal year 1955 

Man- 
1 o Dollars 
years 
25 86, 184 
| 

207 760, 555 
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t 
2 
Average civilian employment—A ppropriation basis, Navy and Marine Corps—Con. y 
Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
5 
Appropriat i 
Mar Man Man 
Lo rs Jollars . Jollare ‘ 
year Mat year Dolla years Dollar 4 
Ordnance for new cor ol 1, 130 4,412, OO ,213 4, 926, 000 1, 196 4, 845, 000 t 
Cu t year fun 
Prior fur 1, 130 1, 412, 000 1, 213 4, 926, 000 1,196 4, 845, 000 
Re bu ment 
IRNV rmor, al 
munition 690 2, 673, 000 0 0 0 0 q 
Current ve 
Prior vear fu 6 2, 673, OO ( 0 0 ) 
Re mit ir ment 
Medica 0, 721 35, 424, SSC 9, 715 33, 610, 000 9, 132 32. 800. 000 
ar fu 9, 721 32, 169, 448 8, 868 30, 692, 000 8, 351 29, 558, 000 : 
1 
ents 1, 000 3, 255, 432 S51 2, 918, 000 781 4, 742. 000 
. ar aubes me = enn . - @i< & 
Civil engineering Ls, OSS 73, 433, 606 18, 526 73, 323, 187 18, 196 72, 261, 313 : 
Current year 18, 13 71, 064, 823 71, 768, 516 17, 883 71, 276, 479 
Prior year fund s 1, 532, 913 2 718, 801 45 148, 064 3 
Reimbursement 208 835, S70 268 835, 870 268 835, 870 5 
Research, Navy 3, 343 16, 832, 272 1, 460 7, 728, 530 1, 430 7, 588, 000 : 
’ 
Current year funds 2, S44 14, 342, 00 1, 460 7, 728, 530 1, 430 7, 588, 000 x 
Prior year fund 
Reimbursements 149 2, 490, 267 
Servicewide supply and financ« 65, 493 239, 623, 49. 59, 18 222 278, 400 | 55. 107 206, 694, 000 
i 
Current year fund 65, 493 239, 623, 49! 59, 185 222, 278, 400 | 55, 107 206, 694, 000 : 


Prior year fund 
Reimbursements 


Servicewide operation 10, 283 43,811,405 | 10, 219 43,721,502 10, 029 43, 009, 476 j 
‘ 
Current year funds 10, OSS 43, 188, 569 9, S18 42, 575, 712 9, 688 42, 002, GSt 
Prior year funds 
Reimbursement 195 622, 836 401 1, 145, 790 341 1, 006, 790 
Naval petroleum reserves Qs 541, 004 76 366, 732 57 284, 882 
Current year funds Os 541, 004 76 366, 732 57 284, 882 


Prior year fund 
Reimbursements 


Public works, Navy 3, 279 14, 876, 737 2,919 13, 073, 800 2, 433 10, 680, 000 


Current year funds 3, 279 14, 876, 737 2, 919 13, 073, 800 2, 433 10, 680, 000 
Prior year fund 
Reimbursements 


Military construction, Naval Re 
serve Forces 36 164, 200 57 267, 000 
Current year funds 36 164, 200 57 267, 000 
Prior year funds 
Reimbursements 
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Average civilian employment—A ppropriation basis, Navy and Marine Corps—Con 


Fiscal year 1953 Fiseal year 1954 Fiscal year 1956 


A ppropri ition 


Man- Mar Man 
years Dollar year Dollars ' dol 
*reparation for sale or salvage, mil 
itary property 387 1,445 000 923 3, 600, 000 &2 20 
Current vear fund 224 R38. OOO 604 8. OOO R22 00. OOO 
Prior year fund 163 607, 000 319 1, 242. 000 
Reimbursement 
Navy stock fund 5, 512 ON 10 2 435 9, 070, 000 1, 632 6. O80. OOF 
Current year fund 
Prior year funds 
Reimbursement 3, 512 13. O83, 590 2, 43 9, 070, 000 1, 632 6, O80. OOK 
Laundry service, Naval Academy 161 7 O4 141 46, 400 i4l sat 
Current year funds 
Prior year funds 
Reimbursements 161 $73, 5O4 141 546, 400 idl 
Naval working fund +, BS4 14, 560, 137 , 62 13 619, 000 2, 537 9, 511, 100 
Current year funds 
Prior year fund 
Reimbursement 3, S84 14, 560, 137 s 423 13, 619 000 2, 637 9, 511, 100 
Navy industrial fund 37, 022 176, 051. 51 61, 072 277, 534, 279 | 60, 556 975 216, 897 
Current year funds 
Prior year fund 
Reimbursements 37, 022 176, 051,515 | 61,072 277, 534, 279 | 60, 556 27h. 216. 80 
Navy management fund 6,840 28, 221, 442 6, 280 26, 100, 200 6, 067 25, 584 
Current year funds 
Prior year funds 
Reimbursements 6, 840 28, 221, 442 6, 280 26, 100, 200 6, 067 25, 584, 201 


INDUSTRIAL FUND OPERATION 


Senator Fercuson. How has the advent of the industrial fund 
operation affected your civilian personnel picture? 

Admiral CLextron. The advent of the industrial fund operation has 
not been analyzed or fully evaluated in regard to its effect on civilian 
manpower requirements. Some additional personnel have been re- 
quired to install and operate the industrial fund accounting system, 
but it is believed that more than equal savings are being made in the 
industrial operations. Such savings are dispersed throughout the 
total system. Such savings may be in materials, in machine time 
requirements or any other improvement in management, based on 
such data as the industrial fund system may provide. The overall 
civilian personnel used by the Navy is being reduced from an average 
of 458,000 in 1953 to 425,000 in 1954 to 410,000 planned in 1955. 

Senator Fereuson. Thank you very much. 
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Bureau or NAvAL PERSONNEL 


STATEMENT OF VICE ADM. JAMES L. HOLLOWAY, JR., CHIEF OF 
NAVAL PERSONNEL 


MILITARY PERSONNEL-——-NAVY 


imounts available for obligation 


| 
Actual, 1953 | Estimate, 1954 | Estimate, 1955 


Appropriation or estimate > $2, 485, 896, 500 | $2, 541, 000, 000 $2, 427, 000, 000 
Transferred, pursuant to 66 Stat. 518, from | 
“Medical care, Navy” nl 9, 100, 000 hay ---| a 
“Civil engineering, Navy” . | 7, 500, 000 — 
“Military personnel, Marine Corps Reserve”’ — 1, 000, 000 
“Military personnel, Naval Reserve” 6, 000, 000 | 
“Ordnance and facilities, Navy” | 7, 843, 000 | Ss 
“Ships and facilities, Navy,’’ pursuant to 67 Stat. 16 140, 000, 000 | sel a 
Adjusted appropriation or estimate 2, 667, 339, 500 | 2, 541,000,000 | 2, 427, 000, 000 
Reimbursements from non-Federal sources 12, 860, 000 | 14, 500, 000 14, 106, 000 
Reimbursements from other accounts : i 20, 273, 000 | 22, 441, 000 21, 955, 000 


ne 


Total available for obligation 
Unobligated balance, estimated savings (available for | | 
administrative reappropriation in subsequent year)... —47, 477, 796 | — 32, 372, 000 


, 700, 412, 500 | 2, 577, 941, 000 2, 463, 055, 000 


, 652,934,704 | 2,545, 569,000 | 2,463, 055, 000 


Nw 


Obligations incurred .......- 
Com parative transfer from 


“Servicewide supply and finance, Navy” . | 19, 263, 700 | 3, 853, 000 |.......- 

“Military personnel, officer candidates, Navy’’----..| 11, 605, 307 . atin tkesude 

“Aircraft and facilities, Navy” | 1, 457, 000 | 1, 470, 000 | 

“Ships and facilities, Navy”’ | 133, 200 | 133, 000 | .- — 

“Ordnance and facilities, Navy” ‘ 603, 310 | BOE OOD has wiionicnts 2 
Total obligations | 2, 685, 997, 221 2, 551, 850, 000 2, 463, 055, 000 


} 
| 
t 


Nore.— Reimbursements from non-Federal sources above are from sales of provisions and meals (Public 
Law 27, 78th Cong.; sec. 16 (c) of Public Law 604, 79th Cong.; and 34 U. 8. C. 555a), and from allied nations 
for logistic support (sec, 703 of Public Law 911, 81st Cong., 64 Stat. 1235). 


Obligations by activities 


| | 


Description Actual, 1953 | Estimate, 1954 Estimate, 1955 
ee: ere ? | 
Direct obligations | | 

| 
Appropriated funds | | | 
Payjand allowances $2, 258, 247,420 | $2, 156,957,000 | $2,093, 960, 000 














Individual clothing 65, 708, 520 60, 714, 000 60, 737, 000 
Subsistence in kind 253, 110, 000 217, 184, 000 | 197, 466, 000 
Movements, permanent change of station. . 73, 756, 591 | 77, 971, 000 | 72, 896, 000 
Other costs. . . 2, 101, 690 | 2, 083, 000 | 1, 941, G00 
Total obligations from appropriated funds | 2, 652,924,221 | 2,514,909,000 | 2, 427, 000, 000 
Reimbursements from non-Federal sources: | | 
Pay and allowances | 27,000 27, 000 
Individual clothing | 200, 000 200, 000 
Subsistence in kind . | 12, 800, 000 14, 258, 000 | 13, 858, 000 
Movements, permanent change of station. 15, 000 | 15, 000 
Total obligations payable out of reimbursements | | 
from non-Federal sources 12, 800, 000 14, 500, 000 14, 100, 000 
= i— es 
Total direct obligations 2, 665, 724, 221 2, 529, 409, 000 2, 441, 100, 000 
Obligations payable out of reim’ursementa from other a | : * 
accounts 
| 
Pay and allowances ies 1, 073, 000 1, 441, 000 | 1, 555, 000 
Subsistence in kind ; eed 19, 200, 000 21, 000, 000 | 20, 400, 000 
Total obligations payable out of reimbursements | | 
from other accounts on 22, 441, 000 21, 955, 000 
oe — 











Total obligations 








) 
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DEPARTMENT OF DEFENSE APPROPRIATION 


Military personnel, Naval Reserve—Amounts available for 


Actual, 1953 
Appropriation or estimate $58, 348, 000 
Transferred to ‘Military personnel, Navy,’’ pursuant to 67 
Stat. 17 6, 000, 000 
Adjusted appropriation or estimate 2, 348, 000 
Balante transferred from ‘‘Military personnel, officer candi 
dates, Navy,” pursuant to 60 Stat. 1060 
Total available for obligation 2, 348, 000 
Unobligated balance, estimated savings (available for adn 
istrative reappropriation in subsequent year) 1, 106, 067 
Obligations incurred 1, 241, 933 
Comparative transfer from ‘‘Military personnel, officer candi 
late Navy” 8, 320, 257 
Total obligations 5Y, 562, 190 
Obligations by activities 
Actual 
Description | 1953 


Pay and allowances $48, 919, 865 
Subsistence 2, 254, 383 

avel 26, O5F 
Individual clothing and uniform gratuities +, 060, O87 


Total ob] 


ations 5Y, 562, 1 





Nai y personne l, gene ral expenses Amounts ai ailable 


Actual, 


1953 


Appropriation or estimate $98, 590, COO 





Reim! ursements from non- Federal sources 218, 283 
Reimbursements from other accounts 1, 946, 415 
Total available for obligation 100, 754, 688 
Unobligated balance, estimated savings (available for admin 
istrative reappropriation in subsequent year) — 7, 862, 752 
Obligations ineurred 92, 891, 946 
Comparative transfers from 
‘Aircraft and facilities, Navy’ 62. R09 
Jesear , Navy”’ 6 
nd facilities, Navy”’ 413, 200 
Cc tive transfers to 
“Civil engineering, Navy”’ 4, GRO, 527 
‘Medical care, Navy”’ 76, 014 
‘“Servicewide onerations, Navy”’ 1, 916, 161 
‘Servieewide supply and finance, Navy”’ 199, 560 
Total obligations 86, 262, 008 
Nott Reim! ursements from non-Federal sources at ove are from proceed 


. * herein for res« 


continuing Spp 


41 | S. ( 231 ( Amounts included tr otal ob lig 
repeated in edules submitted for the proposed new single 
development, Navy.’ 


tions 


44991 


54———37 


S, 1955 


3, 300, 000 


63, 300, 000 
? 893, 000 


66, 193, 000 


66, 193, 000 


66, 193, 000 


Estimate, 
1954 


$54, 340, 000 
2, 698, 000 


5, 838, GOO 


+, 317, 000 | 


66, 193, 000 


for obligation 


Estimate, 
1954 


$83, 000, 000 


2, 122, 700 
85, 122, 700 
85, 122, 700 
63, 000 
oo. OOD 


319, OOO 


41, 000 
1, 079, 000 
50, 000 


81, 762, 700 


ropriation, 


obli jattons 


78, 100, 000 


78. 100. 000 


7S, 10K wo 


78, 100, 000 


8, 100, O00 


Estir ate, 


1955 


$63, 764, 000 
2, 838, 000 
7, 083, 000 


1, 465, 000 


78, 100, COO 


Estimate, 


1055 


$76, 000, 000 
1, 889, 800 


¥39, 300 


77, 939, 300 


77, 939, 300 


of sale of personal property 
reb and develorment are 


‘Research and 
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Obligations by activities 


: ‘ Estimate, Estimate, 
Description Actual, 1953 1954 1985 . 


Direct Obligations 


Appropriated funds 


Training, Navy $37, 15%, 323 $34, 988, 100 $33, 879, 000 
Training, Naval Reserve 10, 151, 751 &, 930, 000 8, 202, 000 
Naval Academy 7, 481, 969 7, 507, 000 7, 600, 000 
Personne] support 12, 806, 045 11, 529, 800 10, 669, 000 
Other personne! facilities 6, 767, 962 2, 435, 100 | 6, 400, 000 
Research and development 631, 416 450, 000 | 50, 000 
Departmental administration 9, 009, 834 8, 800, 000 8, 800, 000 
Total obligations from appropriated funds 84, 097, 310 79, 640, 000 76, 000, 000 
Reimbursements from non-Federal sources 
Training, Navy 218, 283 
Total direct obligations 84, 315, 503 79, 640, 000 76, 000, 000 


Obligations payable out of reimbursements from other accounts 


Training, Navy 1, 008, 000 1, 163, 000 1, 163, 300 
Training, Naval Reserve 288, 500 | 307, 000 307, 000 
Naval Academy 156, 300 | 89,000 | 89, 000 
Personnel support 265, 175 320, 700 282, 000 
Other personne! facilities 228, 300 | 243, 000 | 98, 000 
Departmental administration 140 | | 
Total obligations payable out of reimbursements from | 
other accounts 1, 946, 415 2, 122, 700 1, 939, 300 
Total obligations. __- ; | 86, 262,008 | 81,762,700 | 77, 939, 300 


Note.—Amounts included in “Total obligations’’ herein for research and development are repeated in 


schedules submitted for the proposed new single continuing appropriation, ‘‘Research and Development, 
Navy.” 


GENERAL STATEMENT 


Senator Ferecuson. Now, I think we can take up the statement of 
“Military personnel, Navy,” “Military personnel, Naval Reserve,”’ 
and ‘‘Navy personnel, general expenses.” 

Admiral Hottoway. Yes, Mr. Chairman. 

Mr. Chairman and members of the committee, | am honored to 
appear before you again in support of the programs and appropriations 
of the Bureau of Naval Personnel. These programs and the appro- 
priations requested for their support conform to the overall plans and 
policies of the Navy as expressed by the witnesses who have preceded 
me. 

The mission of the Bureau of Naval Personnel includes the recruiting 
and procurement of all naval personnel, active and reserve, officer and 
enlisted; the individual and group training of such personnel except 
air and medical; the distribution of personnel to fleet and shore 
activities; the administration of their training, welfare, promotion, and 
discipline; selection and education of Naval Academy and Naval 
Reserve Officers’ Training Corps midshipmen and other officer candi- 
dates; and the conduct of a continuing research program aimed at 
improving the selection, placement, training, and utilization of military 
manpower. A statement on each of the three appropriations that pro- 
vide for the pay and allowances for military personnel and financing 
of these functions follows in the order in which they appear in the 
appropriation bill—H. R. 8873, 83d Congress. 
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MILITARY PERSONNEL, NAVY 


The proposed personnel strengths for fiscal year 1955 provide for an 
average of approximately 705,734 officers and enlisted personnel, 
3,521 midshipmen at the Naval Academy, and 3,196 aviation cadets. 
This compares with an average strength of 765,086 officers and 
enlisted personnel, 3,504 midshipmen, and 3,189 aviation cadets in 
the current fiscal year. During fiscal year 1955, the total strength 
will be reduced approximately 51,600 to an end strength of 689,000, 
including midshipmen and aviation cadets. 

The personnel plan of the Navy for fiscal year 1955 is based on 
staffing requirements for the ships, aircraft, and stations to be oper- 
ated and maintained. These requirements are dependent on equip- 
ment and missions and they are continually reviewed and revised to 
obtain the greatest degree of effectiveness and efficiency for the 
accomplishment of assigned missions. Operating ships and aircraft 
will be manned at approximately the same level as last vear, but sub- 
stantial reductions have been made in support activities. 

It is anticipated that approximately 17 percent of the officers and 
33 percent of the enlisted personnel on board at the beginning of the 
fiscal year will be separated during the year. 

Officer losses will amount to slightly over 14,000, of which some 
10,000 will be officers leaving the service upon completion of obligated 
service. The other 4,000 will be the result of normal attrition, retire- 
ment and resignation of Regulars, voluntary reversion of temporary 
officers; and the involuntary release of about 1,000 Reserve officers. 
Nearly 9,000 of these will be replaced by new officers, and 5,000 will 
not be replaced at all. 

The number of enlisted losses will exceed those in any year since 
demobilization after World War II. Most of these losses will result 
from expiration of regular Navy enlistments which began during the 
first year of the Korean war. A total of 216,000 enlisted personnel will 
be separated and it is expected that approximately 64,000 will reenlist. 
Even though the enlisted strength is being reduced 47,000 during the 
year, 105,000 replacements must be procured. 

The loss of so many experienced personnel, with a concurrent 
reduction in the total number of personnel available, will require a 
vigorous program for personnel procurement, training, and distribu- 
tion. : 

The estimate of $2,427 million submitted by the Navy for fiscal 
year 1955 for all military pay and allowances accruing to active per- 
sonnel was recommended by the House to be cut to $2,417 million, a 
reduction of $10 million. This reduction consists of $769,800 for 
transportation provided by the Military Sea Transportation Service 
as a result of recent rate reductions, $3,644,800 for permanent change 
of station travel, and $5,585,400 for a general reduction to be absorbed 
in the overall appropriation. 

Although no appeal is made for restoration of any part of this re- 
duction, I wish to discuss very briefly the comments by the House 
committee relative to permanent change of station travel as it may 
concern the Navy. In reducing these funds, the House Report 1545 
stated it was on the basis that 


There has been far too much shifting of military personnel from one place to 
another * * *. 
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[ am impelled to point out that the eo vy has been reducing the 
number af reassignments since fiscal year 1950. It has been possible 
to achieve substantial reductions in this area in spite of unusual cir- 
cumstances attendant with abnormal expansions and retrenchments 
and the extensive, essential redistribution of personnel incident thereto. 

This may not be readily apparent from a review of the overall costs 
reflected in at estimates because of the inclusion of transportation 
costs created by personnel gains and losses which fluctuate greatly 
from year to year as a direct result of, but not necessarily conc urrently 
with ee year in which the increase or decrease in strength occurs. 

The Navy will continue to make every reasonable effort to keep 
travel to an absolute minimum and comply with the wishes of the 
Congress, 

MILITARY PERSONNEL, NAVAL RESERVE 


The success of the Navy in meeting the impact of immediate 
requirements which were thrust upon us at the outbreak of the Korean 
war in June 1950 was due, in large part, to the availability of a trained, 
and I add, largely a Veteran Naval Reserve. This is the purpose of 
the Reserve and, in this instance as in others in the past, it has more 
than justified the emphasis and reliance placed on it. The Naval 
Reserve is now recovering from the loss of members ordered to active 
duty during the Korean war. 

The strength of the pay units in June 1950 was 183,000; this declined 
to a low of 122,000 by September 1952. Since that time there has 
been a steady growth. The onboard strength as of March 1954 
totaled approximately 138,400. We plan to reach 147,000 by the 
end of this fiscal year and rebuild further to a total of 161,000 by the 
end of 1955. 

This growth planned for fiscal year 1955 has been conservatively 
projected, giving due allowance to the recruitment problem, attrition 
trends, and members rejoining the program upon release from active 
military service. 

Although the end strength does not approach the 279,000 required 
by present plans in the event of full mobilization, it is considered to 
be a sound rate of growth and feasible of attainment. 

The estimate of $78,100,000 for this appropriation will provide for 
pay and allowances, subsistance, travel, and other military personnel 
costs of members of the Naval Reserve. 


NAVY PERSONNEL, GENERAL Saree 


This appropriation provides funding support for the numerous 
activities and functions required to carry out the mission of the 
Chief of Naval Personnel. The major areas include: 


PROCUREMENT AND RECRUITING 


The Navy will continue to maintain its strength by means of 
voluntary enlistments. In order to obtain the necessary numbers a 
recruiting organization is maintained which is deployed so as to reach 
every part of the Nation. The recruiting service in addition to 
recruiting enlisted members, both Regular and Reserve, obtains 
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officers by direct commissions into the Navy and Naval Reserve, 
enlists candidates for officer candidate school, assists in recruiting 
naval aviation cadets, and processes applicants for the Naval Reserve 
Officers’ Training Corps. The members of the recruiting organization 
also must be available as the only naval personnel in most locations 
to act in liaison capacity with dependents of service personnel, to 
assist transient personnel, and to act as local representatives of our 
Navy. 


TRAINING 


The training of the Regular Navy, the Naval Reserve, and the officer 
candidates constitutes the largest of the many programs conducted 
by the Chief of Naval Personnel. This training includes all basic 
training and all specialized functional training except aviation and 
medical. Instruction ranges from the indoctrination of recruits to 
highly technical courses required to prepare personnel to operate and 
maintain the modern complex equipment of the present-day Navy. 
The training given in formal schools ashore is limited to that whie fh 
cannot be provided readily aboard ship in on-the-job situations, 
Lengths of courses range from a few days of team training in functional 
spec ‘ialties, such as shipboard fire fighting, to 4 years for midshipmen 
at the Naval Academy and Naval “Reserve Officers’ Training Corps 
at 52 colleges and universities. 

In addition, the instruction will include short courses for naval 
reservists on active duty for training and courses of varying duration 
for substantial numbers of Army-Air Force and Marine Corps per- 
sonnel who will participate in joint service training. Correspondence 
courses and other self-study course materials will be provided in order 
to more rapidly and more effectively qualify personnel for aeceptance 
of the responsibilities of their ranks and rates. 

Included in the training program is instruction in the operation and 
maintenance of highly technical equipment and weapons of latest 
design; training in specialized functions, such as antiaircraft defense, 
underseas warfare strategy, mine warfare, damage control, atomic 
defense and guided missiles; and postgraduate instruction in technical, 
management, command and staff areas. 


WELFARE AND MORALE 


To develop and maintain high morale requires continual and svs- 
tematic attention to all the details affecting the welfare of our people. 
Through the Navy Chaplain Corps the Navy discharges its responsi- 
bility to protect, encourage, and direct personnel of both the Navy 
and the Marine Corps in the realization and development of moral 
and spiritual values consistent with the religious beliefs of the indi- 
vidual concerned. Other provisions of the projected adequate and 
balanced program of welfare, recreation, and morale services for naval 
personnel include the awarding of decorations. medals, and com- 
mendations in recognition of acts or services of distinction above and 
beyond those normally expected, provision for recreational movie 
films for the fleet and overseas stations and library service for tech- 
nical reference and recreational reading. 
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MAINTENANCE OF FACILITIES 


The number of facilities to be maintained by this Bureau in 1955 
will remain stable. As a result of continuing efforts on the part of 
field commands under the direction of the Bureau of Naval Personnel, 
expenditures for maintenance and operation have been progressively 
reduced. This has been accomplished with conscientious considera- 
tion for the preservation of Federal property. In the face of increasing 
procurement and training loads in 1955; a further retrenchment trend 
is reflected in this budget. We are providing for a reduction of 

approximately 5 percent under the 1954 and 12 percent under the 1953 
appropriations for maintenance and operation of the Shore Establish- 
ment. This will impose an ever-increasing demand on our field 
commands to obtain still greater efficiency in operations. To accom- 
plish our obiective with the greatest economy—without detriment to 
the physical plant—is our aim. There is a level of maintenance, 
however, bevond which economies cannot be effected without causing 
excessive deterioration and exorbitant expenditures for replacement 
and rehabilitation. I believe we are at this point of leveling off. The 
funds requested in the 1955 budget under discussion are considered 
to be the minimum required to permit efficient, economical, and safe 
operations. 

The estimate of $76 million for this appropriation was reduced 
$1,030,000 by the House to $74,970,000. The House Report 1545 
indicates the cut in the estimate consists of $20,000 for recent Govern- 
ment Printing Office price reductions, $450,000 representing the trans- 
fer of research funds to a consolidated appropriation, $60,000 in 
exnenses of enrolling officers for postgraduate instruction at civilian 
schools, and a general reduction of $500,000. 

Restoration of $560.000 to effect a new estimate of $75,530,000 is 
urgently requested. This will permit the continuation of the present 
level of postgraduate instruction of officers and the continued opera- 
tion and maintenance of the phvsical facilities at the reduced level 
contemplated by the fiscal vear 1955 estimate in consonance with the 
economy and conservation programs of the Navy. 

With respect to postgraduate instruction at civilian schools, the 
planned enrollment of 305 students estimated for fiscal year 1955 
reflects a 17.5 percent reduction from the number enrolled during 
fiscal vear 1952. This reduction in enrollees was effected in courses 
of advanced management, business administration, comptrollership, 
personnel administration and training, advanced science, cinematog- 
raphy, naval construction and engineering, and textile engineering. 
In addition, no new enrollments are planned in special courses in 
law, journalism, Russian language, petroleum engineering, chemical 
engineering, and photography. The application of a reduction of 
$60,000 in addition to those which have already been effected would 
eliminate the input in 11 important and necessary courses planned 
for the purpose of better training and preparing of junior officers 
to assume responsibilities inherent in the specialized assignments 
within the Navy and would reduce by approximately 56 percent the 
input of students in business administration courses. 

The general reduction of $500,000 in the estimate was recommended 
by the House to be made in such manner as the Department deems 
best. The funding requirements for all programs and functions were 
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carefully screened before presenting the estimates. These require- 
ments provide for a much lower level of operation than in fiscal year 
1954 and represent the minimum required for support of the multiple 
programs and functions. The only area susceptible to an arbitrary 
reduction without seriously limiting or restricting approved personnel 
programs is the maintenance and operation of the Shore Establishment. 

Through improved management programs, judicial replacement of 
inadequate facilities and equipment, and careful review of all special 
and maintenance projects, it has been possible to effect an impressive 
savings in the cost of maintenance of the Shore Establishment as 
included in the 1955 budget estimate—a decrease of over $5,500,000 
below the fiscal year 1953 requirements for the same facilities. How- 
ever, subsequent to the preparation of the estimate, changing condi- 
tions have generated additional funding requirements. These require- 
ments are for Wage Board increases required by law for unclassified 
personnel and an increase in expenses for recruitment and training of 
enlisted personnel as the result of fewer reenlistments than anticipated. 
It had been hoped that by rigid economy and constant surveillance 
of all program requirements that these additional needs could be 
met without seriously impairing the overall mission. However, any 
reduction in the amount requested will require arbitrary, drastic 
curtailment of maintenance projects previously screened and in- 
cluded in the estimate as essential for continuation of the training 
programs and preservation of Government property. 

Therefore, it is most respectfully requested that $560,000 of the 
reduction to this appropriation made by the House be restored. 


APPEAL FROM HOUSE ACTION 
Navy PERSONNEL, GENERAL EXPENSES 


(P. 14, lines 1-18) 


1954 appropriation $83, 000, OCO 
1954 revised appropriation (+ or transfers) 83, 000, 000 
1955 estimate 76, 000, 000 
House committee 74, 970, 000 
House floor 74, 970, 000 


(House hearings, pp. 191-263) 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 14, line 18: Strike out ‘$74,970,000’ and insert in lieu thereof ‘$75,- 
530,000,”’ an increase of $560,000 over the House approved amount and $470,000 
below the estimate. 

EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will permit a continuation of the Navy’s essential 
program for postgraduate instruction of a limited number of junior officers in 
restricted courses of study in civilian schools for the purpose of better training 
and preparation for assuming responsibilities inherent in the specialized assign- 
ments within the Navy. Further, it will permit continued operation and main- 
tenance of the physical facilities at the reduced level contemplated by the fiscal 
year 1955 estimate and in consonance with the Navy’s economy and conservation 
programs. 

HOUSE COMMITTEE REPORT 


‘This appropriation covers numerous support activities relating to military 
personnel, including training, recruiting, distribution, welfare and officer candi- 
date programs. The estimate is $76 million. The committee recommends 
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$74,970,000, a reduction of $1,030,000. The latter amount consists of: (1) 
$20,000 assigned to recent Government Printing Office price reductions; (2) 
$450,000 representing transfer of research funds to the consolidated appropria- 
tion; (3) $60,000 against the item for expenses of enrolling officers for post 
graduate instruction at civilian schools; and (4) a general reduction of $500,000 
to be applied in such manneras the Department deems best. 

“With respect to the postgraduate study item, the budget included $296,000 
for expenses of 305 officers at a number of universities for courses in a wide variety 
of educational pursuits. For the past 2 vears a limitation has been in the bill 
prohibiting use of funds for education of officers in law subjects. It is the feeling 
of the committee that the departments have gone somewhat. afield in respect to 
the range of courses covered and the reduction of $60,000 is designed to force 
a more critical examination and screening of the various enrollments.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


(a) Amendment is proposed to restore funds required in the estimate to permit 
continuation of postgraduate instruction in civilian schools for a limited number 
of junior officers (item (3) under House committee report), $60,000. 

Through critical examination and screening of the requirements for utiliza- 
tion of civilian institutions for the postgraduate education of naval officers, 
the planned enrollment estimated for in the fiscal year 1955 budget was reduced 
17.5 percent from the number of 370 enrolled in fiscal year 1952. More specif- 
ically, the reductions are planned in the areas shown below: 


(1) Business and management courses 


Number 


trained, Planned, 


Course fisnal year fiscal year 
| ‘ 1952 1955 
Advanced management 18 10 
Business administration 75 59 
Comptrollership 20 19 
Personnel administration and training 18 5 


(2) Technical engineering and scientific courses 


Number 


: Planned 
Course trained, fiscal year 
fiscal year | LORS 
1952 | ae 
Advanced science 15 8 
Cinematography 2 1 
Naval construction and engineering 74 68 
Textile engineering 4) 2 


In addition to these planned, voluntarily reduced enrollments, the Department 
of the Navy has completely eliminated in its plans for fiscal year 1955 any new 
enrollments in the following specialities: 

Law 

Journalism 

Russian language 
Petroleum engineering 
Chemical engineering 
Photography 

The drastic effect of a $60,000 reduction will be realized when it is considered 
that of the 305 student officers planned for fiscal year 1955, 158 are already 
enrolled in the postgraduate program in courses of 2 or 3 years’ duration. Con- 
tinuation of these officers at civilian institutions will obligate funds in the amount 
of approximately $152,000. Therefore, a reduction of $60,000 (20 percent) in 
the requested $296,000 would reduce the planned new input of student officers 
by more than 50 percent. Even more serious is the fact that this $60,000 reduc- 
tion would force elimination of 11 (44 percent) of the 25 specialities in which it is 
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planned to enroll Naval officers in fiscal year 1955. The input would be com- 
pletely eliminated in the following 11 important and necessary programs: 

Comptrollership 

Management and industrial engineering 

Advanced management 

Religion 

Hydrographic engineering 

Petroleum logistics 

Textile engineering 

Oceanography 

Cinematography 

Personnel administration and training 

Publie information 

In addition, the input of students in business administration (2 year course) 
would be substantially reduced as follows: From a planned student input of 32, 
resultant on board of 59, to a planned student input of 14, resultant on board of 35. 

In view of the fact that (1) critical examination has already been made of this 
program, as indicated above, and (2) the 20 percent reduction recommended by 
the Committee would curtail inputs to the postgraduate program at civilian insti- 
tutions by more than 50 percent, it is requested that the $60,000 cut be restored 
and that the item of $296,000 for the Navy’s postgraduate program be authorized 
in full. 

(b) Amendment is proposed to restore the entire amount of the general reduc- 
tion recommended by the House (Item (4) under the House committee report), 
$500,000. 

The reduction in the estimate was recommended by the House to be made in 
such manner as the Department deems best. The funding requirements for all 
programs and functions were carefully screened before presenting the estimate 
and represent the minimum required for support of the multiple programs and 
functions comprising the mission of the Chief of Naval Personnel. The only area 
susceptible to an arbitrary reduction without seriously limiting or restricting 
approved personnel programs is the maintenance and operation of the Shore 
Establishment. 

The Chief of Naval Personnel through improved management programs, judi- 
cial replacement of inadequate facilities and equipment, and careful screening 
of all special and maintenance projects has effected an impressive savings in the 
cost of maintenance of the Shore Establishment under his jurisdiction as included 
in the 1955 budget estimate—a decrease of over $5,500,000 below the fiscal year 
1953 requirements for the same facilities. It is believed that the funding repre- 
sented in the 1955 estimate is the minimum for safe maintenance and operation. 
Any reduction would require arbitrary, drastic curtailment of maintenance proj- 
ects previously screened and included in the estimate as essential for continuation 
of the training programs and preservation of Government property, especially 
in view of additional funding requirements now known which were not anticipated 
during preparation of the 1955 budget estimate. Subsequent to the preparation 
of the estimate, circumstances have generated several additional items requiring 
funding. It had been hoped that rigid economy and constant surveillance of all 
program requirements would cover minor additional needs without seriously 
impairing the overall mission. The items not included in the 1955 estimate which 
now create a further funding requirement are tabulated below and total approxi- 
mately $1,215,500. 


ADDITIONAL FUNDING REQUIREMENTS IN 1955 


1. Wage-board increases for unclassified personnel, $903,000. 

The increases estimated are for wage board actions effective subsequent to 
preparation of the estimate. Conformity of rates of pay at Navy facilities with 
those of private establishments in the vicinity is covered by 34 United States 
Code Annotated 505. 

2. Increase in expenses for recruitment of enlisted personnel, $243,000. 

The 1955 estimate for travel, lodging, and subsistence of applicants was based 
on processing approximately 68,545 new male and female recruits and broken 
service personnel to maintain the approved average strength of the active Navy. 
A review of the plan for recruitment of enlisted personnel indicates the need for 
processing 105,421 enlistments, an increase of 36,876, to maintain the same average 
active Navy. This revision is due to an overestimate of the anticipated reenlist- 
ments, thereby generating the need for new recruitment. 
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3. Recruit training, $69,500. 

The 1955 estimate provides for training 85,465 recruits. The revision in the 
planned number of new recruits requires the training of 112,200 recruits, or an 
increase of 26,735 trainees. 

Full restoration of the cut is urgently requested. 


APPEAL ON GENERAL EXPENSES ITEM 


Admiral HoLtutoway. In general, I would respectfully invite your 
attention to the fact that for the three, military personnel, Navy; 
military personnel, Naval Reserve; and Navy personnel, general 
expenses, we have a very conservative budget. We have gone over 
it carefully with the House Appropriations ‘Committee and the only 
reclama I would like to make, sir, this morning, is above $560,000 in 
general expenses. 

Really, Mr. Chairman, that has come from the fact that our reen- 
listment rates are lower than we anticipated. We are having to do 
more recruiting, we are having more recruit training, and that, plus 
the fact that, beyond our control, some of the wage rates of ungraded 
civil service personnel in the field areas are going up in accordance with 
other law and it makes it necessary for us to request reconsideration 
of the 23 percent which amounts to about a half million dollars. 

Senator Feracuson. Might I inquire about the Naval Reserve setup? 
We have heard that there is a program in the making on all reserves. 
Has that been issued yet? 

Admiral Hottoway. That is just about to be brought into final 
focus, Mr. Chairman under the direction of the Secretarv of Defense. 
The final program, I believe, has been submitted to the Bureau of the 
Budget and will be placed before the Congress in the not too distant 
future. 

Senator Ferauson. Do you know whether or not that anticipates 
an increase on the ones you have the reclama on now, general expenses? 

Admiral Hottoway. No, sir; not in these areas for the next fiscal 
year. 

Senator Ferauson. As far as vou know, it would not change the 
setup on personnel? 

Admiral Hottoway. That is correct. 

Senator Frerauson. For the next fiscal vear? 

Admiral Hottoway. That is correct. 

Senator Frerauson. It is noted that the average number of enlisted 
personnel is reduced about 54,000 from 1954; however , the numbers 
in the higher pay grades increase, which brings about an increase in 
the average cost per man for basic pay. Please explain the reasons 
for more men in the higher pay grades. 


STATEMENT OF CAPT. FRED R. STICKNEY, ASSISTANT CHIEF 
FOR FINANCE AND PROPERTY MANAGEMENT 


PAY OF PERSONNEL 


Captain Stickney. The average number of enlisted personnel for 
fiscal year 1955 is being reduced by about 54,000 from the average 
strength in 1954 to meet a finite established begin-and-end strength for 
fiscal year 1955. The number of enlisted men in the various pay 
grades is not directly related as a percentage factor of total strength. 
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Requirements for the various skill and experience levels are determined 
and periodically reviewed by a careful examination of the mission, 
task, and physical limitations of the several naval activities. Because 
of the rapidity of the expansion of the Navy after June 1950, there 
were insufficient numbers of enlisted men with the requisite experience 
to be promoted to the higher and intermediate pay grades to meet the 
requirements determined as a result of the aforementioned studies. 
With the passage of time and the concurrent increase of experience 
among enlisted men, more individuals can and do qualify for advance- 
ment. The number of enlisted men in the higher pay grades, while 
increased over fiscal year 1954, is still insufficient to meet our needs 
in pay grades E—6 and E-5. 

Senator Fireuson. Do you feel that an increase in the reenlistment 
bonus would enable you to retain more of your trained personnel so 
that an increase in this particular area would be more than compen- 
sated for by savings in training of new men? 

Captain Stickngy. The Navy is quite concerned with the loss of 
trained personnel through their failure to reenlist. Studies in the 
Navy Department indicate that it costs approximately $3,000 to 
recruit and train to a minimum standard a replacement. It is 
believed that an increased enlistment bonus of considerable magnitude 
is required materially to improve the overall enlistment rate and that 
any such bonus up to $3,000 would represent a monetary saving to the 
Government, not to mention the increased efficiency resulting from a 
more experienced enlisted force. 

Senator Ferauson. Why are the average costs for movement from 
home to first duty station consistently higher than the average costs 
for movements between duty stations? 

Captain Stickney. The average costs for movement from home to 
first duty station are consistently higher than the average costs for 
movement between duty stations because the average distance is 
greater. The first rate represents the average cost of travel for an 
individual from time of entry on active duty until outfitted, trained, 
and actually assigned to duty, and may involve several trips; for 
example, from home to a training center, then to a school, then to a 
duty station. The latter rate represents the average cost of travel 
for an individual from one permanent duty station to another, which 
generally involves only one trip. 


OFFICER PROMOTION SYSTEM 


Senator Ferauson. How is the officer-promotion system designed 
so as to avoid excessive attrition and at the same time achieve proper 
balance in the rank structure? 

Captain Stickney. The officer-promotion system provided for the 
Navy in the Officer Personnel Act of 1947 is a career promotion system 
representing a mean or balance between the three conflicting elements 
ofany promotion system. These elements are, first, grade distribution 
or structure; second, flow rate by which is meant time spent in each 
grade and total time in commissioned status, and the third element, 
attrition. When this act was designed it provided for the maximum 
number of officers in each grade of the command group or unrestricted 
line equal to the following percentages multiplied by the total of such 
officers on active duty at the times of periodic census: 0.75 percent, 
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6.0 percent, 12.0 percent, 18.0 percent, 24.5 percent, and 38.75 
percent. 

As a result of necessary promotions during World War IT most 
officers above the grade of lieutenant are serving in those grades in 
advance of the normal flow rate or total commissioned service. In 
order not to increase further this acceleration the Navy Department 
has not filled the senior grades to the maximum allowed by law. 
However, it is foreseen that in the next 5 to 10 years it will be necessary 
to fill to the maximum the senior grades of naval officers as the World 
War IT hump reaches the grade of commander and captain without 
assessing attrition greater than 25 percent against the officers arriving 
at the selection point. It is quite possible that attrition at this rate 
will be insufficient and that either the grade distribution will have to 
be increased or that a greater wasteful attrition rate will have to be 
accepted. 

Much depends on the interpretation of the phrase “proper balance 
in the rank structure.” The needs of the Navy as regards rank 
(grade) structure is not only the sum of the billets written into the 
allowances of the ships and stations but adequate numbers in each 
grade to provide for career advancement. 


OFFICER PERSONNEL 


Senator Ferauson. What is the Navy doing to minimize the effect 
of having taken on so many officers during World War II? 

Captain Stickney. The Navy is making every effort to employ to 
the fullest extent each officer who was transferred into the regular 
service after having been initially commissioned during World War IT. 
A review of the situation as it existed at the time will perhaps be help- 
ful in understanding why the situation occurred that the Navy 
developed a hump of World War II officers. In September 1945, after 
the cessation of hostilities the Navy commenced a demobilization 
program for the emergency service officers who then made up 90 
percent of our total officer strength. With the international commit- 
ments, which the Navy had to undertake in the postwar period, it was 
obvious that 10,000 or 12,000 regular officers would be insufficient to 
operate a Navy of sufficient proportions. In addition the organization 
of the operating forces of the Navy had undergone a material change 
during the 4 years of World War IT in that considerably more emphasis 
was placed upon naval aviation than in the 1930's. 

In order to be assured that sufficient officers would be on hand to 
operate this larger Navy with its worldwide commitments many more 
regular officers were required inasmuch as Reserve officers generally 
cannot be employed on active duty against their wishes other than 
in time of war or national emergency. "The only place from which the 
Navy Department could meet its requirements for additional Regular 
officers was from among those Reserve and emergency service officers 
who had served so capably and well throughout the war. To this 
end some 15,000 former Reserve officers and enlisted men of both the 
Regular and Reserve forces were commissioned as permanent officers 
in the Regular Navy of the United States. Inasmuch as these officers 
were all initially commissioned within a couple of years of each other 
and had about the same total service they constitute a hump in the 
lineal list of both experience and seniority. That this would be true 
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was well known to the officers in the Navy Department in 1945, 1946, 
and 1947 just as it is today. The difficulties were anticipated, con- 
sidered, and accepted. The Navy Department is now and will con- 
tinue to live with this decision which is considered to have been 
substantially the only decision that could have been made under the 
circumstances and at the time. 


UNUSED LEAVE PAYMENTS 


Senator Ferauson. What is the Navy doing to decrease the amount 
of unused leave payments being carried for military personnel? 

Captain Sticknry. The Navy Department has standing instruc- 
tions to all commanding officers to grant the maximum amount of 
leave consistent with the operations of each individual activity. The 
Chief of Naval Operations has directed the commanders in chief to 
provide leave periods for the operating forces. Beyond this it is not 
considered appropriate to force individuals to take leave against their 
will. 

Senator Fercuson. I note that at end of fiscal year 1953 you had a 
personnel strength of 788,000; you plant to have at end fiscal year 
1954 about 734,000 and at end fiscal year 1955 only 682,000. ‘This 
amounts to a reduction of over 100,000 men. How is the Navy able 
to man the ships and shore stations and obtain increased combat 
effectiveness as the Secretary said you would with such a drastic re- 
duction in personnel? 

Captain Stickney. The total strength of the Navy personnelwise 
is being reduced from that in fiscal year 1953 and at the beginning of 
fiscal year 1954. In fiscal year 1955 the Navy is not able to man as 
many ships as in fiscal year 1953 and fiscal year 1954. The shore 
stations are being reduced in personnel manning levels without change 
of mission. ‘The manning levels of such ships as are in operation will 
remain at the same percentage of complement in fiscal year 1955 as 
in fiscal years 1953 and 1954. By maintaining the manning level of 
the operating forces, that is the ships and air squadrons at the same 
level as with a larger Navy personnelwise, the immediate combat 
effectiveness of the Navy is not decreased by operating the shore es- 
tablishment with less personnel. The result is a more effective current 
deployment.of available personnel resources. However, this will lessen 
the combat endurance of the operating forces and the mobilization 
base. 

INCREASE IN COST OF DRILL PAY 


Senator Ferauson. It is noted that the average costs for drill pay 
in 1955 are consistently higher than the average costs in 1954. Please 
explain. 

Captain Stickney. The average costs for drill pay are affected by 
the grade distribution and by the average length of service of the per- 
sonnel. These factors are generally higher in the fiscal year 1955 
plans, thereby resulting in higher average costs. 

Senator Fercuson. Why do you only anticipate 81-percent par- 
ticipation by surface officers in annual training duty while the planned 
enlisted participation is 89 percent? On page 23 of your budget sub- 
mission you show the attendance factor for drills to be 90 percent for 
each. 
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Captain Stickney. Records of past performance indicate that all 
personnel do not attend all drills or perform training duty during the 
year. Based upon statistics, performance or attendance factors are 
computed for each of the programs and are used as a basis for 
projecting anticipated participation by members in succeeding vears. 

Participation by surface officers in annual training duty has ranged 
from 75 to 82 percent in the past 5 years, being 81 percent in fiscal 
year 1953. Based upon this participation record, which shows only 
minor increases, it is not anticipated that the performance of 81 per- 
cent will be exceeded in fiscal vears 1954 and 1955. 

In the case of surface enlisted personnel performing annual training 
duty, percentages of participation have steadily increased from ap- 
proximately 52 percent in fiscal year 1949 to 84 percent in fiscal year 
1953, with an increase of 14 percent in fiscal vear 1952 and 10 percent 
in fiscal year 1953. It is believed that an increase over the -perform- 
ance of 84 percent attained in fiscal year 1953 can be anticipated in 
fiscal years 1954 and 1955. 

Prior attendance factors for drill programs indicate that officers in 
the surface programs have a performance rate of approximately 90 
percent; performance by surface enlisted personnel has shown a sub- 
stantial increase each year from fiscal years 1949 through 1953, from 
a low of 61 percent to 86 percent. The budgeted plans for fiscal years 
1954 and 1955 project a 2-percent increase in attendance for each year 
for surface enlisted personnel over the performance in fiscal year 1953. 

Current trends of participation by members performing drills and 
training duty indicate that, almost without exception, attendance 
factors projected for in fiscal year 1954 will be exceeded. 

Senator Fereuson. Do you feel that the benefit to the Navy of 
the annual training duty for volunteers is commensurate with the 
cost? 

Captain Stickney. Yes. The active duty for training for volun- 
teers is by far the best training that can be afforded oak personnel. 
The types of training offered volunteers is identical in most respects 
with that afforded those in pay units. The seminars and courses 
designed especially for volunteers are tailored toward their needs for 
mobilization. 

RESERVE UNITS 


Senator Fercuson. What success is the Navy having in getting 
discharged personnel to affiliate with organized Reserve units? 

Captain Stickney. There are no statistical data available to make 
a comparison between the number of veterans and nonveterans 
affiliating with the organized units of the Naval Reserve program. 
The clearest indication of the number of discharged personnel affiliat- 
ing with organized units is reflected in the on-board count of enlisted 
personnel in pay grades E4 and above. Only about 26 percent of the 
enlisted personnel in the organized units are in pay grades E4 and 
above while it is considered that 65 percent should be petty officers. 
Thus, the recruiting of rated personnel for organized units continues 
to be the most serious and perplexing problem of any facing the con- 
tinued effectiveness of the Organized Naval Reserve program. Dur- 
ing the past few months there has been a marked increase in the 
number of both officers and enlisted personnel affiliating with the 
organized units of the Naval Reserve. This is attributed largely to 
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improved recruiting methods and concentrated efforts to strengthen 
the Naval Reserve program. 

Senator Frrcuson. Within which fiscal year do you anticipate 
that you will have attained your planned mobilization strength of the 
Organized Reserve? 

Captain Stickney. The need for an immediately available Reserve 
force of 300,000 officers and men has been indicated in recent studies 
involving the proposed reorganization of the Naval Reserve. This 
total should be in organized units. In the light of changing world 
conditions and the threat of future partial mobilization it is most 
difficult to estimate within which fiscal year the Navy will be able to 
attain such a goal. However, it is anticipated that the total reserve 
strength to meet mobilization requirements may be met by fiscal year 
1959. 

Senator Feracuson. In the event of all-out mobilization, how many 
weeks of training is required for a member of the Volunteer Reserve 
(by that I mean he is not a member of an organized unit) to become 
combat ready? How many weeks for the organized reservist (the 
man who has been a member of an organized unit) to become combat 
ready? 

Captain Stickney. It is not contemplated to provide preassign- 
ment refresher training to naval reservists. It is expected that per- 
sonnel in the drilling programs will be sufficiently trained in their 
drilling units and active duty for training and will be ready for im- 
mediate assignment to an operating billet in the active fleet or wher- 
ever needed upon mobilization without further training. Officer and 
enlisted personnel not in drilling units when mobilized will need no 
refresher training if they have served on active duty within 3 years 
of recall. Officer and enlisted personnel without recent active duty 
experience will require refresher training of from 2 to 6 weeks. It is 
expected that in nearly all cases this refresher training can be accom- 
plished during the period of reactivation of ships to whieh such per- 
sonnel have been assigned. This training will be accomplished with 
no delay in reporting to operating mobilization billets since the train- 
ing will be given at the location of the ship being reactivated. 


PARTICIPATION IN NAVAL RESERVE PROGRAM 


Senator Ferauson. What are you doing to obtain increased par- 
tic ipation in the Reserve program? 

Captain Stickney. The following ste ‘ps are being taken to encourage 
participation in the Naval Reserve program: 

(a) During both recruit training and separation processing, Reserve 
service obligations and the advantages of participation in the Naval 
Reserve program are explained to each enlisted reservist. However, 
in the interest of the good will to be engendered by swift separation 
procedures and to avoid possible resentment in those who feel they 
have had a surfeit of military service, vigorous Naval Reserve recruit- 
ing is not pursued at the separation centers. 

(6) In the interest of wider dissemination of information concerning 
Reserve obligations and participation advantages, an animated film 
on the subject has been distributed to all ships and stations. This 
film explains to the reservist in a brief, concise, yet completely infor- 
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mative manner, his reserve obligations and the advantages of partici- 
pation in Organized Naval Reserve units. 

(c) A notice of separation from the Armed Forces is completed for 
each individual discharged or released from active naval service at 
activities processing separations. A copy of this is forwarded to the 
commandant of the naval district having jurisdiction over the area in 
which the home address entered thereon is located. Another copy is 
forwarded to the Chief of Naval Air Reserve Training. The com- 
mandant forwards a card, giving the name, rate, and home address, 
to the nearest Naval Reserve training center for each veteran recently 
discharged. The Chief of Naval Air Reserve Training forwards 
cards to the nearest naval air station and Naval Air Reserve training 
unit for those discharged or released in rates that can be utilized in 
the Naval Air Reserve program. The commandant also sends a 
personal “thank vou” letter to each naval veteran returning to his 
naval district. Then, after a period ranging from 30 to 60 days in 
which the veteran will have had an opportunity to readjust himself 
to civil life, he is personally contaeted concerning enlistment or 
reenlistment in the Naval Reserve and the advantages of participating 
in the Naval Reserve program are brought to his attention. 

(d) Some Naval Reserve activities have occasionally arranged an 
“open house’ for prospective members of the Organized Naval 
Reserve units. During the “open house,’’ the various phases of the 
Naval Reserve program are explained, along with pay, retirement 
benefits, ete. This “open house” operation has proved to be successful 
and will be employed on a much wider scale in the future. 


LOWER TRAINING COSTS 


Senator Fercuson. It is noted that costs of training are lower in 
1955 than in 1954. Please comment on this in view of the heavy 
personnel turnover anticipated in 1955. 

Captain Stickney. The reduction is in (@) field training programs, 
$612,300; (6) supporting services, $233,100; and (c) operation and 
maintenance, $1,263,700. 

The reduction in item (a) is possible largely because of (1) certain 
nonrecurring items provided in fiscal year 1954 for new courses in the 
Postgraduate School and (2) a reduction in the more expensive tech- 
nical areas of training which permit a reduction in enlisted training 
costs. The total savings in these items is offset by the cost for training 
a substantiaily higher number of recruits in fiscal year 1955. 

The reduction in item (6) will be accomplished by reduced procure- 
ment of special devices, training aids, and publications used in schools 
and other training programs. This will require a reduced flexibility 
in the availability of training aids and publications with some antic- 
ipated reduction in the efficiency of training. 

The reduction in item (c) can be accomplished only by serious 
reductions in the number and extent of special projects and a reduced 
level of maintenance in physical structures of the training establish- 
ment. It will be necessary, for example, to reduce the level of civilian 
employment in order to meet this reduction and at the same time 
absorb wage-board increases for which the budget does not provide. 

Senator Ferauson. Do vou anticipate any cost reductions at the 
Naval Academy if the Air Force establishes a separate academy? 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 591 


Capatin Stickney. No sir. The requirements for junior officers of 
the Regular Navy, insofar as can be foreseen, will necessitate full 
operation of the Naval Academy at its present level even though 
there should be no further need for providing officers to the Air Force. 


DEPARTMENTAL SALARIES 


Senator Ferauson. The amount for departmental salaries in 1955 
is $10,000 more than the amount required for 1954. With a sizable 
reduction in military strength in 1955, why do you require an increase 
for civilian salaries? 

Captain Stickney. A decrease in the overall military manpower 
strength of the Navy will not be immediately reflected in the workload 
of the Bureau of Naval Personnel. In fact, during a period of reduc- 
tion, personnel engaged in military records maintenance, distribution, 
and other related functions are de luged with additional “paperwork”’ 
processing which is generated by the release of military personnel. 
Accompanying the overall reduction in military strength during fiscal 
vear 1955, there will be an unusually high rate of turnover. Great 
numbers of personnel will be procured as replacements. This factor 
will also generate increased administration workload in functions such 
as procurement, maintenance, and servicing of military records, 
reassignment and distribution of personnel, personnel accounting, and 
transportation of naval personnel and dependents. 

These increased workloads will be accomplished in fiscal year 1955 
with fewer civilian positions and a reduction in military billets. There 
are certain factors which will increase the cost of the positions retained 
in 1955. Some of these are: 

There is an increased need for higher grade personnel specially 
skilled in the establishment of instructional programs and training 
courses in the operation and maintenance of advanced technical 
equipment of the latest design. 

Recent emphasis being placed on manpower reporting has created 
a need for persons skilled in this specialized field. 

There will be less turnover of civilian emplovees giving fuller 
employment and consequently less savings due to vacancies. 

The $10,000 resulting increase in the cost of civilian positions will 
be more than compensated for by the increased efficiency in processing 
the increased workloads. 


ECONOMY ACHIEVED 


Senator Fereuson. It is noted that $98,590,000 was appropriated 
for this appropriation in fiscal year 1953 and that the current request 
is $76 million. Would you tell the committee how you achieved such 
economies inasmuch as you are supporting the same number of 
stations and functions? 

Captain Stickney. Certain adjustments in the appropriated funds 
for fiscal year 1953 should be considered to arrive at a true comparison 
between 1953 and 1955 and I shall give these first, and then show how 
the economies are expected to be achieved. 


4499 1—_54———_38 
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Appropriated fiscal year 1953 .. $98, 590, 000 
Reserve (savings) : : 7 —6, 627, 000 
Unobligated balance as cf Sept. 30, 1953 ..« —1, 235, 752 
Net comparative transfers for functions transferred in the estimate. —6, 629, 938 

1953 adjusted requirement .... 84,097, 310 
Budget estimate for fiseal year 1955 .... 76,000, 000 

Net decrease in 1955 estimate td 8, 097, 310 


The fiscal year 1955 budget estimate is $8,097,310 less than the 
fiscal year 1953 adjusted requirements. This savings in the estimate 
has been accomplished in the following major areas: 

1. Maintenance and operation of the physical facilities, $5,515,833. 

The facilities maintained are for training, education, housing, and 
processing of military personnel, for educating midshipmen at the 
Naval Academy, and a home for the aged and infirm retired personnel. 
A continuing effort is made to maintain the facilities as economically 
as possible to accomplish the assigned missions. Improved manage- 
ment programs, the replacement of inadequate facilities where feasible 
with new structures, and careful screening of proposed special and 
preventive maintenance projects have resulted in the savings indicated. 

Costs directly attributable to programs for training and educa- 
tion, $963,182. 

The 1955 estimate provides costs for lesser numbers of active Navy 
enlisted personnel than in fiscal year 1953 to be trained both in rec ruit 
training and service schools, Further, the officer personnel are being 
trained in less expensive courses of study. The tuition contracts 
for Naval Reserve Officers’ Training Corps students were studied and 
renegotiated at lower rates during fiscal year 1954 and this is reflected 
in reduced requirements for this program in 1955. In addition, pro- 
vision is made for procurement of lesser training publications, texts 
and references, and training devices under the aa training pro- 
grams than required in 1953. 

3. Personnel support items, $2,227,045. 

These items consist of expenses for procurement of military per- 
sonnel, the welfare, recreation, and morale programs for military 
personnel, and field operating expenses for offices maintained for 
military personnel administration. Most of these items are directly 
affected by military personnel strengths. The lesser average military 
personnel strength in 1955 than in 1953 and the careful screening of all 
anticipated requirements account for this savings. 

4. Departmental expenses, $209,834. 

Fiscal year 1954 marked a period of readjustment subsequent to 
cessation of hostilities in Korea and represents a leveling off to more 
normal operations. This decrease in the estimate for 1955 from the 
1953 requirements is the result of the leveling off. 

5. Research and development, $181,416. 

The entire decrease in the 1955 estimate under the 1953 require- 
ments is due to a reduction in contractual requirements for the per- 
formance of research projects in human resources. This item is 
currently recommended for transfer to a consolidated appropriation. 

Total reduction in fiscal vear 1955 estimate, $9,097,310. 

This total reduction is offset by the assumption of responsibility 
for transmittal of penalty mail previously processed without charge 
(Public Law 286, 83d Cong.), $1,000,000. 

These items give a net total decrease of $8,097,310. 
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MARINE CORPS 


STATEMENTS OF GEN. LEMUEL C. SHEPHERD, JR., USMC, COM- 
MANDANT OF THE MARINE CORPS, AND BRIG. GEN. DAVID M. 
SHOUP, USMC, FISCAL DIRECTOR 


Military personnel, Marine Corps— Amounts avatlable for obligation 


Actual Fstimate, Estimate 
19A8 1054 iv 
Appropriation or estimat $616, 884,000 . $738, 000, 000 $614, 000, 000 
rransferred from 
‘Military personnel, Marine Corps Keserve,”’ pursuant 
to 66 Stat. 518 6. 000, 000 
Marine Corps troops and facilities,’’ pursuant to 66 Stat 
AIS 1! $5, 000 
‘Marine Corps troops and facilities,’ pursuant to 67 Stat 
16 63, 000, 000 
Adjusted appropriation or estimat ‘ 697, 629, 000 738, 000, 000 614, 000, 000 
Reimbursements from other accounts 14, 383, 01] 14, 845, 000 14, 620, 000 
Cotal available for obligation 712, 012,011 752, 845, 000 628, 628, 000 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent year) 10, 301, 601 26, 560, 000 
Obligations incurred 701, 710, 410 726, 285, 000 628, 620, 000 
Comparative transfer from **Marine Corps troops and facili 
ties”’ 5, 540, 000 454, 000 
lotal obligations 707, 250, 410 726, 749, 000 628, 620, 000 


Obligations by activities 


Estimate, Estimate, 


Description Actual, 1953 1954 1955 


Direct Obligations 















Pay and allowances $558, 170, 000 }, 854, 000 $493, 136, 000 
Individual clothing 21, 790, 000 27, 329, 000 16, 355, 000 
Subsistence in kind 73, 538, 399 72, 498, 000 67, 597, 000 
Movements, permanent change of station 36 7, 000 43, 745, 000 36, 340, 000 
Other costs 1, 478, 000 572, 000 

Total direct obligations 692, 867, 399 711, 904, 000 614, 000, 000 

Obligations Payable Out of Reimbursements From Other 
iccounts 

Pay and allowances 50, 000 50, 000 
Individual clothing 225, 000 
Subsistence in kind 14, 383, 011 14, 570, 000 14, 570, 000 


Total obligations payable out of reimbursements from 
other accounts 14, 383, O11 14, 845, 000 14, 620, 000 


Total obligations 707, 250, 410 726, 749, 000 628, 620, 000 


Military personnel, Marine Corps Reserve—Amounts available for obligation 


1943 actual 1954 estimate 1955 estimate 


Appropriation or estimate $16, 279, 000 $13, 800, 000 $17, 100, 000 
Transferred pursuant to 66 Stat. 518, to 
“Military personnel, Marine Corps” 6, 000, 000 
‘Military personnel, Navy” 1, 000, 000 
Adjusted appropriation or estimate 9, 279, 000 13, 800, 000 17, 100, 000 
Reimbursements from otlfér accounts 3 
Total available for obligation 4, 279, 003 13, 800, 000 17, 100, 000 
CUnobligated balance, estimated savings (available for admin- 
istrative reappropriation in subseqnent year) 1, 429, 640 220, 000 


Obligations incurred , 849, 363 12, 880, 000 17, 100, 000 
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Obligations by activities 


so } Actual, Estimate, | Estimate, 
Description 1953 1954 1955 
1. Pay and allowances of inactive reservists $4, 741, 278 $8, 705, 000 $11, 837, 000 
2. Subsistence of inactive reservists 374, 987 560, 000 733, 000 
3. Travel 1, 094, 840 2, 148, 000 3, 248, 000 
4. Individual clothing and uniform gratuities 1, 638, 258 1, 467, 000 1, 282, 000 
Obligations incurred : 7, 849, 363 12, 880, 000 17, 100, 000 


Marine Corps troops and facilities—Amounts-available for obligation 





¢ Estimate Estimate 
tual, 195 9 eee 
Actual, 1953 1954 1955 
Appropriation or estimate $860, 000, 000 | $195, 000, 000 $176, 700, 000 
Trar ferred to 
“Military personnel, Marine Corps,”’ pursuant to 66 Stat 
518 —11, 745, 000 
“Military personnel, Marine Corps,"’ pursuant to 67 Stat 
16 — 63, 000, 000 
“Retired pay, Department of Defense,’’ pursuant to 
Public Law 179 — 10, 000, 000 
Adjusted appropriation or estimate 185, 000, 000 176, 700, 000 
Reimbursements from other accounts 4, 561, 290 4, 553, 290 
Total available for obligation 813, 207, 252 189, 561, 290 181, 253, 200 
Balance reappropriated and transferred to ‘‘Marine Corps 
procurement,’’ pursuant to Public Law 179 ~179, 262, 175 
Unobligated balance, estimated savings (available for ad- 
ministrative reappropriation in subsequent year) —49, 823, 708 —4, 831, 000 
Obligations incurred 584, 121, 360 184, 730, 290 181, 253, 290 
Comparative transfer to 
‘Marine Corps procurement 335, 922, 043 
‘Military personnel, Marine Corps 5, 540, 000 ~ 464, 000 
Total obligations 242, 659, 326 184, 266, 200 181, 253, 290 


Norte.—Amounts included in total obligations herein for research and development are repeated in 
schedules submitted for the proposed new single continuing appropriation, ‘Research and development, 
Navy.” 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 
. ———— tenes 
Direct Obligations | 
Forces and stations $182, 788, 184 | $134, 102,400 | $135,950, 000 
General expenses, Marine Corps personne] 3, 143, 972 | 11, 237,000 | 9, 500, 000 


Transportation of things 


ot), S80) 19, 501, 000 15, 638, 000 
Marine Corps Reserve 


,778 | 5, 012, 000 5,271, 000 





Research and development , 066 2,000, 000 | 2, 000, 000 
Industrial mobilization - - - 7,724 21, 000 21,000 
Cataloging 324, 321 440, 000 | 579, 000 
Departmental administration ‘ 8, 169, 149 7, 391, 600 7, 741, 000 

lotal direct obligations 214, 707,074 179, 705, 000 176, 700, 000 








Obligations Payable Out of Reimbursements From | 
Other Accounts | 


Forces and stations 6, 612, 693 4, 046, 290 4, 046, 290 
General expenses, Marine Corps personnel. 21, 291, 102 507, 000 507, 000 
Transportation of things 43, 954 
Marine Corps Reserve 3, 094 
Research and development 8, 000 
Departmental administration. 1,409 

Total obligations payable out of reimbursements from | 

other accounts 27, 952, 252 | 4, 561, 290 | 4, 553, 290 
otal obligations__- ; 242, 659, 326 184, 266, 290 181, 253, 290 


Notr.—Amounts included in ‘Total obligations” herein for research and development are repeated in 
schedules submitted for the proposed new single continuing appropriation, ‘‘Research and development, 
Navy.’ 


i 
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Marine Corps procurement—Amounts available for obligation 





on Estimate, Estimate, 
Actual, 1953 1954 1955 
Appropriation or estimate $151, 127, 000 $143, 500, 000 
Prior year balance available 95, 700, 000 
Recovery of prior year obligations 86, 000, 000 
Prior year balances reappropriated * and~ transferred from 
“‘Marine Corps troops and facilities’’ 
Fiscal year 1951 4, 601, 453 
Fiseal year 1951-52 3, 344, 030 
Fiseal year 1952 1, 158, 342 
Fiseal year 1953 179, 262, 175 
imbursements from other accounts 2, 901, 000 
rotal available for obligation $25, 583, 000 242, 101, 000 
Balance available in subsequent year 5, 700, 000 
Obligations ineurred 329, 883, 000 242, 101, 000 
Comparative transfer from ‘Marine Corps troops and facili 
ties”’ $335, 922, 043 
Total obligations 335, 922, 043 329, 883, 000 242, 101, 000 


Obligations by activities 





a -_ Estimate, Estimate, 
Description Actual, 1953 1954 1955 
Direct Obligations 
Ammunition and guided missiles $212, 792, 686 | $104, 438, 000 $89, 373, 000 
Weapons and ordnance equipment 7 146, 769, 000 101, 914, 000 
Electronics and communications equipment. -.-. 12, 673, 747 48, 883, 000 30, 799, 000 
Support vehicles 3 17, 338, 000 4, 803, 000 
Railroad, construction, and materials handling equipment 8, 365, 000 8, 311, 000 
Items for test 4, 090, 000 4, 000, 000 
Total direct obligations ‘ 335, 922, 043 329, 883, 000 239, 200, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts 
Support vehicles_. 2, 901, 000 
Total obligations_. 335, 922, 043 329, 883, 000 242, 101, 000 


Senator Frrauson. General Shepherd, we are glad to have you 
here this morning. Will you proceed with your statement, please? 
General SuerHerD, Thank you, Mr. Chairman. 


GENERAL STATEMENT 


Gentlemen, I am glad to appear before this committee to present 
such details of the budget estimates of the Marine Corps for fiscal 
year 1955 as you may require. In my statement that 1 made at my 
appearance here on February 3, 1954, I outlined the Marine Corps 
programs in general terms. ‘The estimates of the funds necessary to 
be appropriated for the required support of the Marine Corps under 
each of the appropriations are: 


Military personnel, Marine Corps____- $612, 180, 600 
Military personnel, Marine Corps Reserve 16, 750, 00 
Marine Corps troops and facilities _ _ 167, 994, 500 
Marine Corps procurement -_ _ _- 129, 974, 000 


for a total of $926,899,100. Only one of these estimates, that for the 
Reserve, is for a greater amount than the current year’s authorization. 
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Members of my staff and I are present to provide such additional 
information as you may desire in your examination of the separate 
appropriations. We are prepared to proceed at vour pleasure, Mr. 
Chairman. 

COMBAT DIVISIONS 


Senator Fercuson. | might say, General, as you know, I was 1 of 
those who sponsored the law 416 which required 3 combat divisions 
in 3 areas. I am wondering whether or not the appropriations now 
are adequate to fulfill the statutory requirement for these 3 combat 
divisions in these 3 areas. 

General SHepuerp. | believe they are, sir. 

Senator Fercuson. Are these combat divisions now at full strength? 

General SHepHern. Yes, sir; 2 are deployed in the Far East and 1 
in North Carolina in training. 


One is in Korea, one in Japan, both at full strength, and ready for 


combat. 
One in North Carolina is also up to strength. 
Senator Ferguson. Now, do you have any other thing you wish 
to put in the record? 
BUDGET ESTIMATE 


General SuHerHerp. The Marine Corps 1955 budget estimate 
approved by the Secretary of Defense and submitted to the Congress 
totals $1,047 million. 

This estimate was reduced by the House Appropriations Committee 
for a total of $926,899,100. 

The Marine Corps accepts the reductions imposed by the House 
and does not desire to submit a reclama. 

Senator Fercuson. General, do you feel that the Marine Corps 
can take any further reduction in strength without impairing its 
combat effectiveness? 

General SuHepuerp. Mr. Chairman, if we are to maintain our state 
of training and readiness, and fulfill our present commitments, the 
Marine Corps cannot sustain a further reduction in strength. 

Senator Frereuson. It is noted on page 2, that the average officer 
strength increases 110 while average enlisted strength decreases 
21,649; what is the general explanation for this? Why 110 more 
officers while you reduce the enlisted personnel strength? 

General SuHepuern. The increase in officer strength is attributable 
to the fact that we have been understrength in officers and have only 
recently been able to come close to meeting our requirements. This 
understrength in officers has been caused mainly by the inability to 
procure sufficient pilots. However, in fiscal year 1955 we will expe- 
rience a net increase of 566 pilots over the number we will have at 
end fiscal vear 1954. If we had been able to procure sufficient pilots 
to meet our needs in fiscal year 1954, our officer strength would have 
come down in fiscal vear 1955 as does our average enlisted strength. 

Senator Frrcuson. In studying the justification, it is noticed that 
vour personnel is decreased about 8.9 percent but the request for funds 
decreased about 13.7 percent. This indicates rather positive action 
on your part in effecting economies where possible. Is there any 
across-the-board explanation for this or should each item be analyzed 
separately? 


ie 
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General SHEPHERD. Mr. Chairman, to be analytically correct, each 
item should be exaniined separately. However, it is considered that 
the difference between the percentages is primarily based on the 
large turnover of enlisted personnel with higher accession and attrition 
costs for fiscal year 1954 when compared with fiscal vear 1955 which 
will be a relatively stable year. As you know, rapid personnel turnover 
is expensive. 

RATIONS COST 


Senator FerGuson. You have listed your various daily ration rates. 
Would someone please give the committee a general explanation of 
how the Marine Corps computes its ration costs, particularly the 
ashore United States rate? Also, the reasons for the difference in 
rate between the current year and the budget year? 

General SHEPHERD. Subsistence rates for ‘fiscal vear 1954 were 
computed from actual experience data in fiscal year 1953 and during 
the first 3 months of fiscal year 1954. However, more recent expe- 
rience indicates the following subsistence rates: 


Basic raw foods $1. 0158 
Ist destination transportation 0211 
Spoilage, breakage, etc 0165 
Inspection services 0038 

Total 1. 0567 


All rates for fiscal year 1955 were prescribed by the Secretary of 
Defense in his memorandum of November 12, 1953 to the comptrollers 
of the various departments. 

Senator Ferauson. Either on or off the record, explain the reasons 
for the large increase percentagewise of operational rations. 

General SuepHerD. Mr. Chairman, in order to explain the proce- 
dures followed by the Marine Corps on operational ration procure- 
ment, it must be pointed out that purchases of the safety level of 
supply of operational rations for a particular fiscal year are made 
during the last quarter of the previous fiscal year; thus fiscal year 1956 
safety level of supply of operational rations would tachenantls be 
purchased during the fourth quarter of fiscal year 1955. With the 
increased responsibility of providing logistic support during fiscal 
vear 1956 for certain fleet marine force units now stationed in the Far 
East and with the above-stated policy in mind, the amount of 
$4,308,000 or an increase of $1,524,000 over the amount to be spent 
during fiscal year 1954 is rented. It is to be noted that fiscal year 
1954 budget authorized an appropriation of $4,783,330 for operational 
rations. In view of reduced commitments, it is anticipated that only 
$2,784,000 of this amount will be needed. 


TRAVEL RATES 


Senator Ferauson. What mileage factors or experience data did 
you use in ‘arriving at vour average rates for travel? Partic ularly, as 
it applies to the items which show an increase over current year? 

General SHepHimrRD. The two areas on page 50 where items show an 
increase over the current year are item (a)—‘‘Rotation from overseas” 
and item (c)—‘“Travel to ground replacement drafts.’’ The factors 
causing the increase are generally the same in both instances and 
with vour permission I will treat them accordingly: The increase in 
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rate is caused by the current deployment of our Fleet Marine Forces. 
In fiscal year 1955 we will have 2 Marine divisions with supporting 
units plus 1 Marine air wing and 1 Marine aircraft group on duty 
in the Far East. This deployment of our Fleet Marine Forces to the 
Far East leaves us with the center of our continental Marine Corps 
population on the east coast. This is the crux of the matter. Here- 
tofore, it was possible to utilize officers returning from the Far East 
in the 3d Marine Division on the west coast as replacements, thus 
reducing travel to the west coast. Currently we are providing 
replacements for 2 Marine divisions, 1 aircraft wing, and 1 Marine 
aircraft group and, of course, the majority must come then from the 
continental center of population—the east coast. 

There is also a $3 average rate difference occurring in “Rotation 
from overseas’’ as compared to the rate in ‘Travel to group replace- 
ment drafts.” This is explained by the fact that a larger number of 
officers go from school (located on the east coast) to a ground replace- 
ment draft than go to schools on the east coast immediately on re- 
turning from the Far East. All these factors necessarily increase 
the number of miles traveled and correspondingly increase the travel 
rate. 

To continue, on page 51 of the justification: Initial travel has 
increased because of later experience. Our recruiting districts submit 
data relative to recruiting travel costs and the rate of $54.79 more 
nearly reflects the true cost. 


GRADUATE RECRUITS TO FIRST PERMANENT DUTY STATION 


The increase in rate is explained by the fact that because of heavy 
enlisted losses in fiscal year 1954 it had been necessary to assign large 
numbers of recruits directly to overseas replacement drafts. The 
proximity of the replacement staging and training area on the west 
coast to our recruit depot on the west coast meant that large numbers 
of recruits would perform a very short trip (52 miles) to their first-duty 
station. This fact helped reduce the travel rate used in fiscal year 
1954. Now it is possible for us to return to the very desirable policy 
of sending more experienced men overseas as replacements whenever 
possible, while sending the recruits to a regular duty station in the 
United States. Thus the recruit travel pattern will necessarily be 
increased from the fiscal year 1954 rate to the fiscal year 1955 rate. 

Senator Fercuson. I note that at end fiscal year 1953 you had a 
strength of about 249,000, at end fiscal year 1954 you plan to have 
about 225,000, and at end fiscal year 1955 you plan 215,000. That 
represents a reduction of about 34,000 or almost 14 percent in 2 years. 
Are you going to be able to carry out your mission and take care of 
all your commitments with this reduced strength? 

General SHepHerp. Mr. Chairman, you cannot take a 14-percent 
cut without some adverse effect on your ability to carry out your 
mission. In this case, our staying power is affected because there will 
be fewer trained marines available to back up those in combat units. 
However, I believe we can meet our commitments, if changing world 
conditions do not place any increased requirements upon us. This is 
possible only because during fiscal 1955 we will have a temporary 
decreased training load due to reduced personnel input, and’ because 
we have extended tours of foreign duty and have made reductions in 
our supporting forces. 


ee i 
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DUPLICATION OF INITIAL CLOTHING ALLOWANCE 


Senator Fercuson. Senator Smathers has called to my attention a 
suggestion which he received from one of his constituents, to the effect 
that Federal funds might be saved by ending the present policy of 
duplicating initial clothing allowance in the case of Navy hospital 
corpsmen assigned to the Fleet Marine Force for duty. I have 
requested an explanation of this matter from the Department of the 
Navy. At this time I should like to submit for the record both the 
suggestion and the reply thereto submitted by the Commandant of 
the Marine Corps through Navy channels. 

(The material referred to follows:) 


SUGGESTION FOR SAVING OF FEDERAL FuNDs 


Where: In funds provided Navy Department. 
How: By ending present policy of duplicating initial clothing allowance in the 
case of Navy hospital corpsmen assigned to the Fleet Marine Force for duty. 

Approximate saving: $167,050 per 1,C00 hospital corpsmen so assigned. 

Question: How many Navy hospital corpsmen are currently assigned to the 

Fleet Marine Force? 

The Marine Corps is provided medical personnel from the ranks of the Navy 
Hospital Corps— several thousand men are involved. Upon reporting for Fleet 
Marine Force duty each Navy corpsman is given an initial clothing allowance, 
the same as if he were a new recruit, and then required to purchase a complete 
issue of Marine Corps uniforms except for dress blues which he is not permitted 
to wear. This then becomes the sailor’s official uniform which he must wear 
during working hours and at all parades and public functions in which he is re- 
quired to participate. Though I understand this varies slightly, the initial 
clothing allowance in my case was $197. Thereafter each man receives the usual 
monthly clothing allowance. Usually upon completion of 2 years of this duty 
corpsmen are returned to naval units. 

There are between 900 and 1,100 corpsmen attached to each full Marine 
division. To originally equip 1,000 of these men with Marine uniforms requires 
approximately $197,000— 85 percent of this expenditure is duplication of uni- 
forms and thus wasted tax funds. From published reports the Marine Corps 
is currently composed of three divisions. This means some 3,000 corpsmen 
and approximately $591,000 are involved. More than $500,000 of this sum 
can be saved as will be shown. 

To eliminate this waste it is suggested that these corpsmen be provided only 
such items of clothing as will be required for field training. For indoor work, 
parades, and liberty these men should be permitted to wear the regular uni- 
forms provided by the Navy. This would improve morale as well as save money 
for no sailor appreciates being forced to wear the uniform of another service. 

The following are the items of field clothing currently required and used by 
each Corpsman serving with the Marines: 

2 caps, utility ($0.50 each) - -- ‘ $1. 00 
3 trousers, utility, pair ($2.50 pair) ae 7. 50 
‘. 


3 coat, utility, each ($2.45 each) , 35 
2 belt, web, each ($0.30 each) . . 6 
2 buckles, belt, web ($9.10 each) i _- 20 
1 shoes, service, field ($5.00 pair) aay 5. 00 
1 boots, field, pair ($6.50 pair) ; 6. 50 
3 socks, wool, pair ($0.60 pair) - 1. 80 

Total : ‘ 29. 95 
Clothing allowance per 1,000 corpsmen 197, 000 
Less cost of field clothing per 1,000 29, 950 

Savings per 1,000 corpsmen 167, 050 

Savings per 3,000 corpsmen 501, 150 


This is an economy measure which the Navy Department could bring about 
promptly and without in any way impairing the effectiveness of the Navy or 
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Marine Corps. It would help improve morale among the corpsmen and encourage 
reenlistments. 

There are three principal considerations that would be alined against this 
measure to save tax funds: 

1. Normal opposition of any military department to change.—The policy of 
causing hospital corpsmen to wear Marine uniforms is a set and hardened one— 
the Navy may be reluctant to change it. When the Marine Corps was very 
small perhaps the duplication of a few uniforms was a small matter—it is cer- 
tainly not so today. 

2. Vanity of the Marine Corps.— Marine Corps commands will be loath to admit 
by visual expression in their ranks that any other service helps them achieve their 
military successes. It is doubtful if one person in 100,000 is aware that Navy 
doctors and hospital corpsmen provide the Marine Corps with all their medical 
personne] right into the front lines. There doubtless was a time when the Marines, 
so small in number, had to fight tooth and nail for public recognition. But now 
the Marine Corps is a major service with wide acclaim and recognition—it would 
be unworthy of them to oppose an economy measure merely for the sake of pro- 
testing unwarranted vanity. 

3. “It would not be uniform.’’—This has a fascination for the military mind that 
is difficult to overcome or to explain. However, be it noted that Marines serve 
aboard many large ships and naval installations and they do wear their regular 
Marine uniforms with pride and justly so. Is it too much to ask that sailors- 
in this ease, Navy hospital corpsmen—be accorded the same consideration? 

The foregoing has been prepared and submitted in hope that it will be of service 
in helnine reduce excessive expenditures for military preparedness. If it should 
secondarily encourage rectification of an injustice to Navy hospital corpsmen so 
much the better. It is my belief that in both instances this change of policy would 
be in the best interest of the service and the Nation. 


May 11, 1954. 
From: Commendant of the Marine Corps. 
To: Assistent Comptroller, Director of Budget and Reports. 
Subject: Marine Corps uniforms for Navy personnel assigned to the Fleet Marine 
Force. 
Enclosnre: (One) Letter from Mr. G A. Nease to Rear Adm. E. W. Clexton of 
April 28, 1954; copy of. 

1. In reply to enclosure (1) the following information is submitted. 

2. The present procedure for issving Marine Corps uniforms to Navy medical 
enlisted personnel assigned to the Fleet Marine Forces was instituted prior to 
World War II when the number of such personnel was relatively small and the 
expense nominal. Over a period of vears it has been determined that the Navy 
blne wniform and the Navy white uniforms were not as svitable for field wear as 
the Marine uniforms from the standpoint of serviceability, practicability, and 
appearance under field conditions. As a result of the Korean action and the 
deployment of Merine forces overseas, the number of replacement medical 
personnel channeled to the Fleet Marine Force was greatlv increased, thereby 
increasing the annual cost. For fiscal year 1955 the Marine Corps budget. inelndes 
a sum of $397,190 to provide uniforms for 2,442 Navv enlisted men at $162.65 
per man. Restriction to the issance of only the field uniform (for manenvers 
and combat vsage) at a cost of $30.85 per man for fiscal year 1955 corld result 
in a budeet reduetion of $321,855. Navy enlisted personnel serving with Fleet 
Marine Force units who have been issved a specie] supplementary clothing allow- 
ance (Marine) continve to receive their monthlv clothing cesh maintenance 
allowence from the Navv for replacement of individval items of wniform. Inas- 
mrch as Nevy personnel are wearing the Merine Corps field and garrison tvpe 
vniforms, this maintenance allowance is vtilized to replace items of Marine 
Corps uniforms issved under the speciel supplementary allowance. Thns, there 
are no maintenance expenses for the Navy wniforms of Navy personnel serving 
with the Marine Corps, since they wear their Navy uniforms only on rare 
occasions. 

3. The wearing of the garrison type (Marine) uniform by Navy enlisted per- 
sonnel is not mandatory, however there are many desirable features of that 
policy, i. e., uniform appearance in parades and formations, morale, esprit and a 
feeling of belonging to the unit with which the men are serving, ete. Further- 
more, one must consider the impracticability of Navy uniforms for field use due 
to the lack of appropriate laundry and celaning facilities. There are many pros 
and cons on this subject with divided opinions on the part of both Marine and 
Navy personnel. 


' 
' 
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The savings implied by the author of the papcr Suggestions for Savings of 
Federal Funds are slightly excessive. The actual reductions for fiscal year 1955 
as stated above could be $321,855 in Marine Corps expenditure in lieu of the 
$501,150 as stated in the paper. 

5. This uniform matter has been under study by the Navy and Marine Corps 
for some time, and in accordance with your request, the current status of the 
question of Navy personnel serving with fleet Marine force units being issued 
and being required to wear Marine uniforms is as follows: 

(a) In November of 1953, the Chief of Naval Personnel submitted to this 
headquarters a proposed Joint Bureau of Naval Personnel-Marine Corps direc- 
tive which would order all Navy personnel attached to the Fleet Marine Forces 
to wear the appropriate Navy uniform except at such times as the field uniform 
was worn. 

(b) Already aware of the facts set forth in the attached paper, the Comman- 
dant of the Marine Corps concurred in the proposed directive and on January 7, 
1954, approved a study by the Permanent Marine Corps Uniform Board to be- 
come effective upon approval of the proposed directive. This study provided: 

(1) ‘That the issue of supplementary clothing for Navy enlisted personnel re- 
porting to Marine Corps units for duty, subsequent to receipt of appropriate in- 
structions, will b> limited to the outfit of utility clothing only (if required). Sup- 
plemental clothing monetary allowance will be limited to $30.85 (value of utility 
outfit) in lieu of $165.30 allowance previously granted by Department of Defense 
Directive 1338.5 of June 11, 1953. Navy enlisted personnel previously issued 
the supplementary $165.30 outfit of Marine Corps clothing will be allowed suffi- 
cient time to obtain their Navy uniforms from storage (wherever stored) ; there- 
upon, they shall turn in all Marine Corps supplementary clothing (except caps, 
shoes, and utility outfit) 

(c) The aforementioned proposed directive under the subject of Uniforms, 
Navy Personnel Serving With Marine Units, contains the following pertinent 
excerpts which provide: 

‘3. Instruction: 

“(a) When Marine Corps uniforms may be worn: The Marine Corps utility 
uniform, as listed below, may be worn by Navy personnel attached to Marine 
units when the commanding officer determines that utility clothing is required, 
and when provided at no expense to enlisted personnel come Marine stocks on 
an issue-in-kind basis. When so required, commissioned officers, commissioned 
warrant officers, and warrant officers shall outfit themselves with the items listed 
at their own expense. In instances where the uniforms listed are in excess of 
actual requirements, the number of specific items may be reduced to the minimum 
requirements of one complete outer uniform including shoes and cap. Organi- 
zational clothing, such as cold-weather clothing, etc., may be issued to and worn 
by Navy personnel when necessary in the same manner as Marine personnel. 

“(b) When Navy uniforms shall be worn: Navy uniforms shall be worn at all 
times other than specified above: On garrison duty, parades, inspections, leave 
and liberty, and similar occasions. 

* * * * * * * 


“5.. Action required: The issue of supplemental clothing to Navy enlisted 
personnel reporting to Marine Corps units for duty, subsequent to receipt of this 
instruction, will be limited to the outfit of utility clothing only (if required). 
Supplemental clothing monetary allowance will be limited to the value of the 
utility outfit in lieu of the $165.30 allowance previously granted by reference (c). 
(Department of Defense Directive 1338.5.) Navy enlisted personnel previously 
issued the supplementary $165.30 outfit of Marine Corps clothing will be allowed 
sufficient time to obtain their Navy uniforms from storage (wherever stored); 
thereupon, they shall turn in all Marine Corps supplementary clothing (except 
caps, shoes, and utility outfit), * * *.” 

6. Subsequent to the routing of the aforementioned joint directive for com- 
ment, the Rureau of Medicine and Surgery conducted a poll of Navy personnel 
serving with Marine Forces to obtain comments on the feasibility of the revised 
policy. Consequently, further action on the proposed BUPERS instruction has 
been held in abeyance. This poll has now been completed and the results will 
be utilized by the Permanent Naval Uniform Board when considering final action 
on the proposed joint directive. The results of the poll are not available to the 
Marine Corps at this time. 

7. The results of aforementioned poll and the proposed joint directive covering 
the subject of the wearing of the Marine uniform by Navy personnel serving with 
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the Fleet Marine Force are on the agenda for consideration by the Permanent 
Naval Uniform Board, at its next scheduled meeting during the month of June 
1954. 

8. The Marine Corps will notify you of the final action taken on this matter 


by the Marine Corps and the Bureau of Naval Personnel. 
Neus H. Newson. 


By direction. 
ATTAINMPNT OF MOBILIZATION STRENGTH 


Senator Ferguson. Within which fiscal year do you anticipate that 
you will have attained your planned mobilization strength of the 
Organized Reserve? 

General SHeruerp. Mr. Chairman, based on current mobilization 
requirements for the Organized Marine Corps Reserve ground and 
aviation and existing regulations, it is estimated that the required 
officer strength will be attained by the end of fiscal year 1957, and that 
enlisted strength requirements will be reached by the end of fiscal 
year 1958. 

Senator Ferauson. In the event of all-out mobilization, how many 
weeks of training is required for a member of the Volunteer Reserve 
(by that I mean—he is not a member of an organized unit) to become 
combat ready? How many weeks for the organized reservist (the 
man who has been a member of an organized unit) to become combat 
ready? 

General SHepHerp. Mr. Chairman, to answer your question it is 
necessary for me to consider the training requirements separately for 
ground and aviation. Let us consider ground members first: 


GROUND 


(1) Assuming that all members of the Volunteer Reserve have 
previously served a minimum of 2 years on active duty we estimate 
that an average of 6 weeks intensive training would be required to 
make them combat ready. 

(2) In the case of organized reservists, those who have previously 
served 2 or more years on active duty would require only 2 weeks of 
intensive training. Those members who have not served on active 
duty for 2 years would require the same amount of time as in the case 
of volunteers—6 weeks. 

AVIATION 


The training of Aviation Reserve members of the Volunteer Marine 
Corps Reserve requires additional time because of the specialities 
involved —we estimate 6 months’ training for naval aviators, 2 
months for aviation ground officers and 4 months’ training for enlisted 
members. Organized members will be combat-ready immediately 
except in cases where pilots will have to undergo transition to new 
types of aircraft. 

Senator Fereuson. It is noted that your estimated begin-strength 
for fiscal year 1955 at time of submission of this request was 30,550; 
what are your latest actual-strength figures and what is your best 
estimate, as of now, of the end-strength fiscal year 1954? 

General SHepuerp. The strength estimate for the entire Organized 
Reserve, begin fiscal year 1955, was 30,550. As of April 30, 1954, a 
strength of 27,793 had been attained (based on unit reports of strength 
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and drill attendance). If the program gains as well during the 2 
remaining months of the fiscal year, as it did in the same months of 
last year, an end strength of 29,103 will be attained. However, it is 
expected that the growth during the 2 months remaining this vear will 
slightly exceed that of last year. It now appears that the best estimate 
for end fiscal year 1954 is 30,140. 

Senator Ferauson. What is the new item “15-day training, special”’ 
which appears on pages 17 and 18 and in detail on pages 24 and 32 of 
the justifications? 

General SHepHerD. The new item “15 day training, special’? which 
appears on pages 17 and 18 and in detail on pages 24 and 382 is, in 
effect, not a new item. The use of the term “special” is similar to 
the use of “schools” in 1954, and includes selected services schools, 
specialized training, on-the-job training, policy board and promotion 
boards. 

Special training was separated from field training in order to provide 
a more meaningful description of the types of training. 

Senator Frreuson. In comparing rank structures of your non- 
aviation drill-pay status officers on page 21 with your aviation drill-pay 
status officers on page 36, it is noticed that the aviation rank structure 
shows a higher percentage in the higher ranks. Would you comment 
on that? 

General SnepuerpD. Mr. Chairman, between World War II and the 
outbreak of hostilities in Korea there was no flight training program 
to produce pilots for the Marine Corps Reserve. Those Reserve pilots 
trained since 1950 are still on active duty with the regular establish- 
ment. 

As a result only World War II trained pilots are available for Reserve 
drill-pay status. Those pilots by virtue of normal promotions are now 
in grades of captain and above. 

It is well to note here that as a result of service in World War II 
and Korea plus continuous Reserve training these pilots are highly 
trained combat seasoned officers and that they represent an important 
mobilization potential despite increased rank and age. 

The rank structure of Marine Corps aviation drill-pay Reserve 
officers will be reduced es recently trained pilots are phased to inactive 
duty. In this connection it must be realized that the requirement 
for newly trained pilots to do a total of 4 years active duty coupled 
with the current promotion policy practically excludes the possibility 
of lieutenants in aviation Reserve drill-pay status. 


CLOTHING FUNDS 


Senator Ferguson. You are planning an appreciable buildup in 
the Organized Reserve during fiscal year 1955. Activity 4, ‘Clothing,” 
shows about a 12% percent decrease overall; what is the relationship 
between this increase on the one hand and the decrease on the other? 

General SuepHerD. The apparent discrepancy between the buildup 
of the Organized Marine Corps Reserve and the decrease in the re- 
quested funas for clothing to equip the Reserve personnel, is.due in 
large part to the type of ‘personnel input expected for the Organized 
Reserve units. During fiscal year 1954, the greatest portion of input 
came from recruits with no prior military service. It was necessary 
to furnish these men with a complete initial issue of clothing. During 
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fiscal year 1955 and in subsequent years, a considerable portion of the 
new members for Organized Reserve units will be reservists released 
from active duty who have obligated service to discharge under the 
Universal Military Training and Service Act. These reservists are 
required to keep in their possession the uniform issued on separation 
from active duty and to utilize such uniforms when enrolled with an 
Organized Reserve unit. 


STOCK FUND ACCOUNT ITEMS 


Senator Ferauson. In the second paragraph from the bottom 
page 2, it is stated that “funds have been requested for the appropfta- 
tion ‘Marine Corps troops and facilities’ on a purely consumption 
basis for stock fund account items.’”’ Do you have need for any 
mobilization reserves in the stock fund account items; if so, does the 
stock fund account budget for such reserves? W hat. types of items 
in this appropriation would have a mobilization reserve? 

General SHEPHERD. We do have a need for mobilization reserve of 
stock fund type items, however, the stock fund account does not 
budget directly for such reserves. Quantities of these items are 
periodically purchased as required to maintain adequate overall stock 
levels which include the needs for moblization reserve. 

The types of these items having a mobilization reserve include: 
individual equipment such as cartridge belts, canteens, and haver- 
sacks; tentage; individual clothing; components and spare parts. 

Senator Frrevson. On page 11, project 1B, maintenance and 
operation of stations shows an increase of $2,781,503 over the 1954 
estimate. Please explain increase, specifically in these areas: civilian 
employment, upkeep of posts and stations, leases and rentals required 
for storage, and the like. 

General SHEPHERD. Civilian employment increases primarily be- 
cause of the increased activity at the depot in Albany, Ga. The cost 
of the upkeep of posts has increased because of the increased activities 
at the depot in Albany, Ga., Twentynine Palms, Calif., Pickle 
Meadows, Calif., and because four Marine barracks (Long Beach, 
Newport, San Juan, and Rodman) have been turned over to the 
management control of the Marine Corps. Rental increases ari 
required for the increase of rental rates in Morehead City, N. C., which 
provides the port facilities for Camp Lejeune and lease of training areas 
outside the continental United States. 

Senator Fereuson. On page 14, it is noted that 4 Marine barracks 
have just been turned over to the management control of the Marine 
Corps. Do you anticipate that any other barracks will come under 
your management control? 

General SHepHerD. None for which the Marine Corps will assume 
complete management control. Two Marine Barracks at AFSWP 
restricted data sites at Clarksville, Tenn., and Lake Mead Base, 
Nev., will be under limited management control of this headquarters. 
The Marine Corps will be responsible for providing items peculiar to 
the Marine Corps and for supplies and equipment which are issued 
based on the requirement of the individual marine. 

Senator Frercuson. On page 28, budget activity 4, Marine Corps 
Reserve has increased $179,000 over 1954. In what way is this 
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activity related to the Reserve appropriation? What determines 
the requirement? 

General Sueruerp. The increase in budget activity 4, Marine 
Corps Reserve, is approximately 3 percent over fiscal year 1954. 
A greater increase was not required due to the fact that many of 
our Organized Reserve units now have equipment on hand; facilities 
for many are adequate and no additional Organized Reserve units are 
to be activated during fiscal year 1955. 

This budget activity is related to the appropriation “Military 
Personnel, Marine Corps Reserve” in that it provides for the materiel 
and maintenance and operation of facilities for the personnel of 
Reserve units. 

The requirements in this budget activity are determined by the 
necessity for operating the training centers, and maintaining of 
satisfactory level of equipment for Reserve units and their personnel. 


CATALOGING PROGRAM 


Senator Frerauson. The cataloging program, page 38, shows an 
increase of $139,000. Why? What is the estimated completion 
date for this program? 

General SuHerHerD. Breakdown of the requested increase by 
project is as follows: 


Project Increase Requirement 


Persona! services $118,023 | Necessity to increase production for meeting time-phased 
Federal cataloging program performance schedules 

Printing and reproduction 20,877 | Necessity to increase publication rate to provide basic 
conversion tools 

Travel 1,100 | Necessity to perform new cataloging responsibility, com- 
bined with the need to identify items in the Federal 
cataloging program prior to the time of delivery by 
Government supplies which dictates close litison with 
certain contractors and contractor preparation of item 
identifications 


Total increase 140, 000 
Stationery and office supplies —1, 000 


Total 139, 000 


The Marine Corps cataloging effort is continuous. Interim item 
identifications are assigned to Marine Corps items of supply to posi- 
tively identify items and lead to rapid and accurate assignment of 
stock numbers in order to maintain effective supply support. Interim 
item identification will be progressively phased out as the Federal 
cataloging program phase is impleme nted. The cataloging effort also 
results in reflection of Marine Corps items of supply in Marine Corps 
supply publications in order to distribute requisitioning and other 
supply operational data to the depot level and to field using units. It 
is estimated that the Marine Corps will be completed in maintenance 
in the Federal cataloging program—i. e., completed conversion in all 
applicable Federal supply classification areas by June 30, 1959. 

Senator Frercuson. Departmental administration, page 41, in- 
creases $275,263 over 1954. Is the planned employment within the 
presently established ceiling? Explain the increase of 23 man-years 
over 1954. 
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General SuepHerpd. The planned employment for fiscal year 1955 
will vary between 1,510 and 1,550 or an average of 1,530. The estab- 
lished ceiling for the third quarter fiscal year 1954 is 1,586. 

The apparent increase of 23 man-years over fiscal year 1954 is not 
truly an increase. We will use 1,530 man-years during fiscal year 
1954. The original man-year requirement approved for fiscal year 
1954 was 1,576, a reduction of 134 from fiseal year 1953. However, 
the amount of funds provided support for only 1,506 man-years which 
constituted a reduction too great for us to stand. Experience during 
fiscal year 1954 revealed that 1,506 man-vears would not support the 
mission assigned without excessive use of expensive overtime. 

It has become necessary to make available $139,000 in additional 
funds in order to maintain a force averaging 1,530 persons. 


VEHICLE MAINTENANCE 


Senator Ferauson. What has been done to reduce the cost of 
vehicle maintenance? 

General SHepHerp. A drastic reduction of commercial spare parts 
inventories has been effected. This includes authorized supply levels 
to be limited to a 30-day supply of fast moving parts; no central 
Marine Corps stockage of commercial spare parts. Marine Corps 
organizations procure on an as-required basis from local commercial 
automotive supplies; cross hauling of commercial spare parts for 
hovsekeeping vehicles has been eliminated. 

The new vehicle reporting system has provided the following infor- 
mation for guidance in the control of maintenance and operation 
costs: Systematic recording of vehicle utilization; tabulation of exact 
maintenance and operation costs to include material and labor; lon- 
gevity status of motor vehicles to preclude uneconomical repair of 
overage equipment. 

As applic ‘able to construction equipment, an extensive program of 
processing and preservation of equipment while in depot storage has 
been inaugurated to prevent deterioration while not in use, the sreby 
reducing the costs of part failure when issued to a using organization. 
The practice of retiring overage equipment in use and replacing such 
equipment with modernized equipmnet has reduced the excessive 
maintenance costs encountered with older equipment. Further, the 
standardization program has tended to reduce excessive maintenance 
costs, as the operators and mechanic become more familiar with the 
equipment. Technical bulletins relative to lubrication of certain 
types of equipment have been published for field use in an effort to 
reduce the cost of part failure. 


MARINE CORPS PROCUREMENT 


Senator Ferauson. Since this appropriation was set up separately 
in 1954 to provide procurement of major items of equipment, please 
explain the financial aspects of the program, and details of money 
transferred from ‘Marine Corps troops and facilities” appropriations 
to date, 

General Sarpuerp. The transition from the appropriation ‘Marine 
Corps troops and facilities” to the appropriation “Marine Corps pro- 
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curement”’ involves the transfer of such balances of 1951, 1952, and 
1953 appropriations as come within the fiscal year 1954 language of 
Marine Corps procurement to the new account. These balances are 
in three separate and distinct segments. 

1. Obligations that were originally made against ‘Marine Corps 
troops and facilities” that will be taken up in the new account and 
will be liquidated in that account as deliveries and payments are made 
($995.3 million). 

2. Obligations that will initially be taken up in the new account, 
but that subsequently are going to be deobligated in the appropriation 
“Marine Corps procurement” and which then will be reobligated by 
the issuance of new orders, contracts, et cetera ($91 million). This 
phase of reprograming was a vital part of the basic planning that was 
involved in the determination of the amount of new appropriations 
to be requested in fiscal year 1955. 

3. Unobligated balances that will become a part of the total author- 
itv to obligate in the Marine Corps procurement appropriation ($188.4 
million). 

The financial plan for accomplishing the fiscal year 1954 portion of 
this transition is as follows: 


\ppropriated 151. 1 
Reappropriated (unobligated) 188. 4 
To be deobligated 9] 
Total to become available in fiscal year 1954 130. 5 
New obligations 329. 8 
Carrvover 100. 7 


Senator Fercuson. (a) With the funds contained in this request 

what will the state of readiness of the Marine Corps be in terms of 
(1) Equivment for peacetime operating forces? 
(2) Mobilization reserves? 

(6) What was it at end 1953? End 1954? 

General SuepuerD. 100 percent of requirements for peacetime oper- 
ating forces was provided in each of the 3 vears. 

(Discussion off the record.) 

Senator Ferauson. How much of the equipment is for replacement 
and how much for additional requirements? Are there any new 
weapons involved? 

General SHEPHERD, (reading): 


| Additional 


. » Tris or er) ‘e , 

l'ype of materiel Replacement | requirements ! 
Ordnance $9, 317, 392 $92, 596, 008 
Electronics 1, 015, O89 20, 783, 911 
Engineer 588, N00 6, 322, 000 
Motor transport 3, 174, 268 5, 920, 394 


Includes mobilization reserves 


Notr.—New weapons included are of the following types: Launcher, heavy artillery rocket (Honest 
John) launcher, rocket, multiple 6.5 inch, 129, Howitzer 8 inch, self-propelled, T108. (‘This is only a repre- 
sentative list but not all inclusive of new weapons whose cost will be borne in ‘‘additional requirements” 
eolumn.) 


Senator Fercuson. What is the relationship between obligations, 
expenditures, and deliveries from the Army management fund? 


44991—54— 39 
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ARMY MANAGEMENT FUND FISCAL YEAR 1953 AN!) PRIOR YEAR’S FUNDS 


General SHepHEerD. Uncanceled orders, adjusted for cost increases 
and decreases placed with the Army Ordnance management fund in 
fiscal years 1952 and 1953 total $660 million. Payments prior to 
June 30, 1953, were about $12 million. At June 30, 1953, about $75 
million of equipment oe red through the management fund had been 
delivered. From July 1, 1953, through February 25, 1954, an addi- 
tional $195 million of de icine have been made with heavy deliveries 
in January and February. Payments totaled $69 million July 1, 1953, 
through February 28, 1954. 


Fiscal year 1954 funds (as of Mar. 31, 1954 


Orders, total $22, 796, OOO 
Obligations, total 4, 036, 000 
Unobligated balance 18, 760, 000 


Senator Fercuson. On page 6, “Guided missiles’? shows an in- 
crease of $3,166,000 and on page 8, ““G. M. equipment” shows an in- 
crease of $4,550,000. Explain, also explain the relation of the two. 

General SuepHerD. Terrier guided missiles, increase of $3,166,000: 
The indicated increase in funds represents an increase of approxi- 
mately 65 Terrier missiles in fiscal year 1955 over the 210 missiles 
available from fiscal year 1954 funds. 

Background: In fiscal year 1954, funds appropriated for Terrier 
missiles will provide 210 missiles. Fiscal year 1955 budget request 
contains funds for 275 missiles. This total of 485 missiles will only 
partially fulfill first year mobilization requirements for one Terrier 
Surface-to-air Missile Battalion, FMF. Planned missile production 
rates and early Navy requirements were determining factors in 
the number of missiles requested by the Marine Corps for fiscal year 
1955. 


TERRIER GUIDED MISSILE EQUIPMENT, INCREASE OF $4,550,000 


Funds requested for Terrier launching equipment for fiscal year 
1955 will provide for combat consumption, training allowances and 
level of supply for the first Terrier Surface-to-Air Missile Battalion, 
FMF, for the first year of mobilization. Fiscal year 1955 funds are 
also requested to provide part of the equipment for initial issue to the 
second Terrier Surface-to-Air Missile Battalion, FMF, in accordance 
with budgetary guidelines for mobilization requirements. No funds 
were requested for additional launching equipment in fiscal year 
1954 since the decision to include a second Terrier battalion in the 
mobilization troop list was made after submission of the fiscal year 
1954 budget. 

RELATIONSHIP OF THE ABOVE TWO ITEMS 


Both of the above budget items support the Marine Corps Terrier 
guided missile program. Both are related to mobilization reserve 
requirements. Missiles are being funded on a production capabili- 
ties basis while the equipment is for two guided missile battalions 
on a phased activation basis. 

Senator Ferguson. It is noticed in the justifications that mention 
is made of a mobilization reserve requirement for all types of equip- 


aeons Nenana 


4 
4 
= 





j 
¥ 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 609 


ment except railroad equipment and materials-handling equipment. 
It would appear that you might have need for materials-handling 
equipment at any overseas bases which you might establish soon 
after mobilization. Are there any specific reasons for not requesting 
a mobilization reserve for materials-handling equipment? 

General SuepHerD. Materials-handling equipment required for 
Fleet Marine Force overseas operations are classed as quasi-com- 
mercial type. Items of this nature which are required to be immedi- 
ately available are funded to an M+3 months mobilization position 
although not specifically set forth in the justification. 

Senator Frerauson. What will be Marine Corps’ position with 
regard to peacetime requirements and mobilization reserves if funding 
request in present bill is approved? 

General SHEPHERD. Sir, may | answer off the record? 

(Discussion off the record.) 

Senator Fercuson. What was it at end fiscal year 1953, and end 
fiscal year 1954? 

General SHEPHERD. May I answer off the record? 

(Discussion off the record.) 

Senator Frercuson. Have you reduced your gross mobilization 
requirements by the amount of ammunition whic h can be obtained 
from production after the start of a war? 

General SHerHEerD. May | answer off the record? 

(Discussion off the record.) 


MARINE CORPS STOCK FUND 


Senator Ferauson. | understand that the Marine Corps has 
established a stock fund in the last fiscal year. Will you highlight 
for the record how it operates and how it has affected your procure- 
ment and distribution of supplies? 

General SuepuHerD. Legislative authority for the creation of the 
fund is the National Security Act of 1949, Public Law 216, title IV 
(5 U. S. C. 172d). Its basic purpose is to finance inventories of 
materials and equipment for end use by the Marine Corps. Pursuant 
thereto and in accordance with its charter, the fund was placed in 
operation on July 1, 1953, with stocks on hand and on order at depots, 
posts, camps, and stations providing the initial capital. In supplemen- 
tation, there was transferred from unobligated balances of other 
Navy appropriations cash funds in the amount of $40 million. 

The basic principle of Marine Corps stock fund operation encom- 
passes a revolving cycle of procurement, distribution and withdrawal. 
Utilizing the credit of the permanently appropriated capital, common 
items of supply are purchased and distributed through established 
channels of supply to Marine Corps users. As these items are issued 
from inventory to use, the appropriations granted for user functions 
are charged and the cash capital of the stock fund reimbursed. By 
this method, new credit is generated for another cycle of supply 
service to the Marine Corps. This is one of the basic objectives and 
advantages of financing materiel from a revolving fund. 

In providing the aforesaid supply service, the Marine Corps employs 
organizational arrangements resembling those of private distributing 
enterprises. Offices known as supply and inventory management 
points under the control of the Quartermaster General are located at 











610 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


Headquarters, Marine Corps and have cognizance over particular 
commodity areas of Marine Corps material. The management in 
each of the foregoing specializes in related commodity lines and is 
responsible for requirements determination, stock control, distribu- 
tion, and other related supply functions on a Marine Corps wide 
basis. This control is exercised through the receipt and evaluation of 
recurrent stock status and financial status reports which reflect the 
Marine Corpswide position for particular items and classes of material. 

At the present time, there are eight of these Supply and Inventory 
Management Points. 

[n addition to the cash balances, the fund presently consists of 
stocks of electronics parts; engineer property, materials, and spare 
parts; general property, clothing and equipment; motor transport 
equipment and spare parts; ordnance e spare parts; nonperishable sub- 
sistence and fuel supply. The category of fuel supply will aa 
be within the cognizance of the Marine Corps Stock Fund on July 1, 
1954. Included within the various categories are stocks of essential 
items which cannot be immediately procured in the event of an emer- 
gency. These essential items will be stratified during fiscal year 1955. 
The basic strata to be utilized will make possible ‘differentiation of 
mobilization reserve stocks from those of peacetime stocks and those 


items in long supply. The current plan provides that all items which 
meet the criteria for the Marine Corps Stocks Fund will have been 
converted by the close of the fiscal year. A very few exceptions to 


the foregoing are anticipated. 
STOCK FUND PROCUREMENT 


The vast majority of stock fund procurement is initiated at Head- 
quarters Marine Corps and in direct proportion, fund commitment 
transpires through the execution of appropriate documents. In con- 
sonance with Marine Corps policy, only limited procurement takes 
place at the field level. The purposes of allotting funds to the field 
are confined to such as local procurement under emergency condi- 
tions, reimbursement to the annual appropriations for material re- 
turned to stores or to purchase limited stocks of items which are not 
under central procurement. 

From inception of the fund, planned purchases to replenish inven- 
tories have been less than sales because of a program to draw down 
stock levels. This program has been of paramount consideration 
during the current fiscal vear and careful analysis of operational 
results to date indicate successful execution. 

Senator Fercuson. Do you have anyone who wishes to speak on 
another subject. 

General Suernerp. No, sir. 

Senator Fercuson. Thank you very much. 
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AIRCRAFT AND FACILITIES 


STATEMENT OF VICE ADM. RALPH A. OFS'‘TIE, UNITED STATES 
NAVY, DEPUTY CHIEF OF NAVAL OPERATIONS (AIR) 


Amounts available for obligation 


Actual, Estimate, Estimate, 
1953 1954 1955 
Appropriation or estimate > $963, 000,000 | $943, 000, 000 $971, 100, 000 
Transferred to ‘‘Military personnel, Army”’ pursuant to Pub- 
lic Law 11, 83d Cong beitde 20, 000, 000 | —— 
Adjusted appropriation or estimate 943, 000,008 | 943,000,000 | 971, 100,000 
Reimbursements from non-Federal sources 206, 458 | 
Reimbursements from other accounts 26, 552, 882 | 27, 000, 000 27, 009, 000 
Total available for obligation 969, 759,340 | 970, 000, 000 998, 100, 000 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent year) 34, 287, 874 
Obligations incurred. _. 935, 471, 466 970, 000,000 | 998, 100, 000 


| 
. | 
Comparative transfer from | 

“Local currency operations, Japan,”” Department of De- | } 


fense 1, 440, 000 an 
“Medical eare, Navy” 54, 000 54, 000 
“Ships and facilities, Navy” a 60, 000 ; 
“Ordnance and facilities, Navy’’-. 26, 000 | 31, 000 | 
“Research, Navy’’.. 733, 000 738, 000 | 
Comparative transfer to | 
“Servicewide operations, Navy” 110, 904 103, 000 
“Navy personnel, general expenses’’ 62, 899 | 63, 000 
“Research and development, Army”’ } 10, 000 | 
“Civil engineering, Navy” 72, 800 | 172, 000 } 
“Military personnel, Navy” ‘ 1, 457, 000 1, 470, 000 | 
Total obligations 935, 980, 863 969, 005, 000 998, 100, 000 


Note.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop- 
erty G1 U.S.C. Bie Amounts included in ‘total obligations” hereia for research and development 
are repeated in schedules submitted for the proposed new single continuing appropriation, ‘‘Research and 
development, Navy.” 
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Obligations by activities 


Estimate, | Estimate, 
1 | 1965 


Description | Actual, 1953 





Direct Obligations 


Appropriated funds: 
Flight onerations, Regular Navy 
Flight operations, Naval Reserve 
Aircraft overha"l, Regular Navy 


253,000 | $203, 347, 000 
3, 104, 000 | 20, 201, 000 
819. 000 171, 995, 000 





Aircraft overhal, Naval Reserve 35 : 32, 727, 000 | 39, 883, 000 
Station onerations, Regular Navy 173, 645, 354 178, 014, 000 182, 000, 000 
Station onerations, Naval Reserve 9, 723, 407 10, 855, 000 10, 853, 000 
Alteration and replacement of facilities ‘ 45,210,673 | 45,016,000 57, 066, 000 
Research and develonoment ; 173, 901,885 | 157, 728, 000 147, 149, 000 
Ininstrial mobilization 4, 661, 180 | 2, 016, 000 5, 618, 000 
Guided missile ontfitting 15, 059, 641 8, 218,000 | 10, 000, 000 
Supporting equinment, materiel, and services 98, 691, 543 110, 671,000 | = 116, 191, 000 
Departmental administration 6, 629, 709 6, 584, 000 | 6, 797, 000 
Total obligations from avvronriated funds 909, 221,523 | 942,005,000 | 971, 100, 000 
Reimbursements from non-Federal sources: Supporting | 
equipment, materiel, and services 206, 458 scan bbs wd 
Total direct obligations 909, 427, 981 942, 005, 000 971, 100, 000 
- ——— 
Obligations Payable Out of Reimbursements From Other | 
Accounts | 
Flight operations, Regular Navy ‘ 9, 756, 095 10, 140, 000 11, 345, 000 
Flight operations, Naval Reserve 695, 679 618, 000 | 1, 064, 000 
Aircraft overhaul, Regular Navy 9, 732, 868 8, 770, 000 | 7, 870, 000 
Aircraft overhaul, Naval Reserve 1, 968, 103 1, 670, 000 | 1, 119, 000 
Station operations, Regular Navy ‘ 1, 500, 000 1, 700, 000 | 1, 500, 000 
Station operations, Naval Reserve . 300, 000 | 400, 000 400, 000 
Alteration and replacement of facilities 100, 000 300, 000 | 300, 000 
Research and development 400, 000 400, 000 | 400, 000 
Supporting equipment, materiel and services 2, 098, 137 3, 000, 000 | 3, 000, 000 
Departmental administration 2, 000 2, 000 2, 000 
Total obligations payable out of reimbursements from 
other accounts 26, 552, 882 27, 000, 000 27, 000, 000 
Total obligations : j 935, 980, 863 969, 005, 000 998,100, O 





Notr.—Amounts included in “‘total obligations’’ herein for research and development are repeated in 
schedules submitted for the proposed new single continuing appropriation, ‘‘Research and development, 
Navy.” 


GENERAL STATEMENT 


Senator Fereuson. “Aircraft and facilities.’ Will you proceed, 
please, Admiral? 

Admiral Orstiz. Mr. Chairman and gentlemen, it is a privilege 
for me to appear before you once again as Deputy Chief of Naval 
Operations (Air). The two appropriations about to be discussed are 
“Aircraft and related procurement” and “Aircraft and facilities.” 
Together they constitute the materiel support for an effective Naval 
Air Establishment. 

Last year before this committee, I outlined for you the contribu- 
tion of naval aviation forces to the war in Korea. Of course, that 
war is now in a state of armistice. Our Naval Aviation forces, how- 
ever, still remain on station in this area, on the alert against a possible 
resumption of hostilities. 

From this limited war we have learned many lessons of great value 
to our present and future planning. However, we must not let them 
lead us astray to the extent that our aviation programs provide solely 
for engagements involving limited warfare. It is imperative that we 
keep pace with technological advancements in aviation, and on a 
scale that will enable us to be prepared not only for other Koreas but 
for more extensive conflict. 


4 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 613 


At the commencement of hostilities in Korea, the Navy and Marine 
Corps had an obsolescent air arm. With few exceptions, Naval and 
Marine forces were equipped with World War II propeller-driven 
fighters, World War II patrol planes, and converted torpedo planes 
for antisubmarine work. In order to remedy this situation as rapidly 
as possible, aircraft production of available new models was increased 
and during the past 3 years many new aircraft have been delivered to 
the fleet. These aircraft are in service today and have greatly 
improved the quality of Naval aviation. 

In these times of Koreas and Indochinas, we believe it is imperative 
to modernize our combat forces and those facilities on which they are 
dependent for support, and it is equally important that we maintain 
these forces in a first-rate condition which will enable us favorably to 
engage the best that our prospective enemy might put in the air 
against us. The degree to which we should modernize our forces is 
determined by the need to equal or surpass potential enemy capabili- 
ties at a given time, as related to the tasks assigned Naval aviation in 
carrying out the approved strategic concept. The ability to meet this 
need is determined by the capabilities of our own technology to produce 
an advanced design within that time and by the resources placed at our 
disposal. 

Our aircraft procurement program for fiscal year 1955 is designed 
primarily to equip our combat units with the latest technological 
advances. These advances not only include engine and airframe 
design but also encompass the latest developments in the antisub- 
marine, atomic weapon, and guided missile fields. 


EXPANSIBILITY POTENTIAL 


Our aircraft operating level, the same at which we have been oper- 
ating during the current year, will be an effective and hard-hitting 
combat force. This force will continue to increase in combat capa- 
bility as larger numbers of the high-performance planes currently 
under procurement and being requested this year are placed in 
operation. 

Since an outbreak of hostilities would make necessary a major 
expansion in our aircraft operating strength, we are making provision 
for expansion should additional forces become necessary. We know 
that we cannot count on aircraft production to provide immediately 
the large numbers of additional aircraft that would be needed to 
expand forces. We found that out when the outbreak of Korean 
hostilities presented us with a situation calling for a large and imme- 
diate expansion in forces. That situation was met by drawing on our 
reserve stock aircraft which, at that time, totaled over 4,500. That 
this was reduced to less than 600 aircraft in this category shows the 
extent to which our reserve stock aircraft were used to fill the numerical 
gap between squadron requirements and production capabilities. 

The lessons to be learned from experience in expanding forces after 
the outbreak of hostilities in Korea must be drawn with care. While 
the existence of reserve aircraft enabled us to keep pace with Korean 
requirements, it must be remembered that it was the lack of offensive 
enemy airpower that made practicable our extensive use of second-line 
aircraft in combat operations. Should a similar situation not recur, 
the second-line aircraft that we again will accumulate in reserve stock 
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as newer aircraft become available will, however, be extremely 
valuable to us under mobilization conditions—in making possible a 
more rapid expansion in noncombat units than otherwise could be 
achieved and also in providing supplemental aircraft for the less 
active combat or potential combat areas. This procedure will allow 
our available aircraft production capacity to be pointed directly 
toward fulfilling combat needs in the early and highly critical stages 
of a mobilization period. 


GUIDED MISSILE PROGRAM 


| have previously mentioned that advancements made in the guided- 
missile field will be incorporated in some of our latest design aircraft. 
Progress in this field during the past year has been satisfactory, 
particularly so with respect to those Sasslles which are now entering 
ope ‘rational status; however, there are still many, but relatively 
minor, proble ms of phi ising and coordination which are attendant to 
the smooth integration of these important new weapons into the fleet. 
Significant advances in the Navy guided-missile program have con- 
tinued during the year, and it is expected that the fleet guided-missile 
operations, which commenced in fiscal year 1954, will continue to 
expand in fiscal year 1955. 

Personnel training has assumed a position of increasing importance 
and accordingly our training program has been expanded to provide 
the requisite trained personnel. Our schools are now training person- 
nel in the maintenance and operation of guided missiles at rates con- 
sidered commensurate with the scheduled integration of the guided 
missiles in the fleet. 

In addition to the procurement of missiles for operational use, 
research and development are continuing upon improved missiles 
which are designed to fulfill operational requirements of the future. 
Admiral Soucek will discuss this program in further detail. 


AVIATION BASES 


Paralleling the transition to jet aircraft and the development of 
guided missiles, and no less important in planning our aviation pro- 
gram, is the continued maintenance and modernization of continental 
and overseas airbases. In 1949 a program was begun to modernize 
our principal jet bases. By the end of fiscal year 1955, this effort will 
be approximately 75 percent completed. The construction cost esti- 
mates are not a part of the appropriations we are about to discuss 
but will appear in the joint public works budget. Our Naval Aviation 
Establishment will, by the end of fiscal year 1955, consist of 91 sta- 
tions—72 continental and 19 overseas. This represents an increase 
of 1 continental station and 1 overseas over those operating in fiscal 
year 1954. 

SUMMATION 


In conclusion, gentlemen, I should like to quote from a statement 
made recently by the present Chairman of the Joint Chiefs of Staff 
which, in my opinion, explains very aptly the concept of our present 
planning: 


Our New Look prepares for the long pull, not a year of crisis. It is aimed at 
providing a sturdy military posture which can be maintained over an extended 
period of uneasy peace, rather than peaking forces at greater costs for a particular 
period of tension. That, in itself, makes a great difference in military planning 
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The two appropriations about to be discussed are paramount in 
maintaining this “sturdy military posture’ in the Nava! Aviation 
Establishment. 

| believe our aviation program is a realistic one. The appro- 
priation requests are designed to achieve the greatest economy and at 
the same time permit reasonable progress toward attainment and the 
maintenance of a modern and effective Naval Air Organization. 
[t is my opinion that these requests are austere but adequate for these 
objectives. 

Rear Admiral Soucek, Chief of the Bureau of Aeronautics, will 
explain the appropriation requests in more detail at such time as 
the committee desires to consider our justification of budget items. 
First, however, if it pleases the committee, I should like, with the 
help of my assistants, to explain, off the record, the details of our 
overall program from the standpoint of operational commitments 
and military necessity, after which we shall be glad to answer anv 
questions you may have regarding those aspects of the programs. 


APPEAL FROM HOUSE ACTION 


AIRCRAFT AND FaciLirigs, NAVY 


P. 16, line 7 


1954 appropriation $943, 000, 000 
1954 revised appropriation (+ or transfers) . 943, 000, 000 
1955 estimate _ 971, 100, 000 
House committee 775, 895, 500 
House floor 775, 895, 500 


(House hearings, p. 445) 
The Department of the Navy requests the following amendment 


PROPOSED AMENDMENT 


Page 16, line 15: Strike out ‘$775,895,500” and insert in lieu thereof “‘$792,- 
895,500,” an increase of $17 million over the House approved amount and 
$178,204,500 below the estimate. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment restores $17 million to permit the accomplishment 
of the flying hour program planned for fiscal year 1955. It restores the equiva- 
lent of 367,933 aircraft flight hours and 589 engine overhauls, and provides for 
necessary station support facilities 


HOUSE COMMITTEE REPORT 


The House committee recommended a general reduction of $17 million in the 
areas of station operations, flight operations, and overhaul support. This reduc- 
tion was for savings which should be realized in 1955 comparable to savings of 
approximately $22 million effected in these same areas in 1954 subsequent to 
the submission of the 1955 budget. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The original 1955 estimates for the operation, maintenance, and overhaul of 
aircraft and supporting facilities were based on the accomplishment of a specific 
level of aircraft operations, consisting of 4,857,896 flight hours and 17,235 asso- 
ciated engine and aircraft overhauls. The pricing of this program was based on 
latest available costs adjusted for anticipated improvements in efficiency in the 
accomplishment of workload as well as for the introduction in the operating 
complements of greater numbers of aircraft of increased performance and com- 
plexity. The recommended reduction would not permit the flying of the hours 
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in the models of aircraft programed in the 1955 budget. A general reduction 
of $17,000,000 as a practical matter would require retrenchment in all areas of 
operations: however, expressed in measurable terms, it represents an uneconomical 
impairment of station support levels and removes funding for the equivalent of 
367,933 aircraft flight hours and 589 engine overha'ils. Restoration of the 
$17,000,000 reduction is accordingly requested. 


Senator Fereuson. Aircraft and related procurement. 


ArRcrAFT AND RELATED PROCUREMENT 


STATEMENT OF REAR ADM. APOLLO SOUCEK, UNITED STATES 
NAVY, CHIEF, BUREAU OF AERONAUTICS 


Amounts avatlable for obligation 


Actual, 1953 Estimate, 1954 | Estimate, 1955 


Appropriation or estimate $3, 450,000,000 $1, 379, 000, 000 $1, 987, 000, 000 
Prior-year balance availahl 51, 511, 745 424,491,715 
Reimbursements from other accounts 38, 912, 521 56, 758, 000 200, 000 
Total available for obligation 3, 540, 424, 266 1, 860, 249, 715 1, 987, 200, 000 
Balance available in subsequent year 424, 491, 715 
Obligations incurred 3, 115, 932, 551 1, 860, 249, 715 1, 987, 200, 000 


Obligations by activities 
Description 1953 actual 1954 estimate 1955 estimate 


Direct Obligations 






Aircraft procurement $2, 937, 229, 386 | $1, 597, 385, 715 $1, 889, 000, 000 
Guided missile and target drone procurement 114, 031, 448 141, 792, 000 60, 000, 000 
Technical equipment for service training 7, 378, 261 10, 979, 000 6, 800, 000 
Aircraft modernization ‘ 18, 380, 935 53, 335, 000 40, 200, 000 

Total direct obligations 3, 077, 020, 030 1, 803, 491, 715 1, 987, 000, 000 


Obligations Payable Out of Reimbursements 
From Other Accounts 


Aircraft procurement 38, 912, 521 56, 758, 000 | 200, 000 


Obligations incurred 3, 115, 932, 551 1, 860, 249, 715 1, 987, 200, 000 


AIRCRAFT AND RELATED PROCUREMENT, Navy (LIQUIDATION OF CONTRACT 
AUTHORIZATION) 


Amounts available for liquidation of contract authorization 


Actual, 1953 Estimate, 1954 | Estimate, 1955 


Appropriation or estimate | $460,042, 000 | 
Applied to contract authorization — 460, 042, 000 


Obligations incurred 


GENERAL STATEMENT 


Senator Fereuson. Will vou proceed, Admiral? 

Admiral Soucek. Mr. Chairman and gentlemen, I am Rear Ad- 
miral Soucek. It is a privilege to appear before you as a principal 
spokesman for naval aviation, to highlight our budgetary require- 
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ments for the coming year and to explain the basis for these require- 
ments. You have already heard representatives of the Department 
of Defense and the Chief of Naval Operations summerize our strategic 
and force plans for the budget year. My comments will be focused 
on the financial requirements to support these plans. 

The budgetary requests before you reflect the strenuous effort being 
made by all personnel in the naval aeronautical organization to reduce 
costs to the lowest level compatible with the defense mission you 
have confided in us. H. R. 8873 contains a total of $2,749,463,500 
for naval aviation programs which the Bureau of Aeronautics plans 
to undertake in fiscal year 1955. 


AIRCRAFT PROCUREMENT 


The ‘Aircraft and related procurement, Navy’’ appropriation, 
which finances the major procurement programs of naval aviation, 
provides $1,973,568,000 for aircraft and guided-missile procurement 
recommended by the President to the Congress as an essential part 
of the integrated national security program incorporating full exploi- 
tation of airpower. Procurement planning for 1955 centers largely 
around carrier-type jet aircraft for Navy and Marine combat squad- 
rons. The procurement estimates include, in addition to normal 
combat requirements, $123 million for aircraft specifically programed 
as part of an integrated and expanded continental air defense. Con- 
tinental defense, however, has always been an important element in 
the mission of naval aviation and the authorized forces have regu- 
larly included units specialized in continental defense missions. 

Of the total aircraft programed for procurement under these 
estimates, all but 79 are combat types and all without exception are 
high-performance aircraft that will substantially improve our opera- 
tional capabilities when they become available to our operating 
squadrons. Because of the long procurement lead-time involved, 
delivery of these aircraft will not commence until well into fiscal year 
1956 and will continue through the first 6 months of fiscal year 1957, 
a delivery time span of approximately 1 year. 

One of our most pressing problems in the aircraft procurement area 
is the rising costs generated by wage increases. Again during the 
past year increases in wage rates have had a significant impact on 
aircraft costs and further increases appear to be in prospect. We 
recognize, of course, that labor rates cannot remain static but increases 
that outstiip improvements in productivity are inflationary in their 
effect on our program and result in less defense per dollar expended. 
In ovr estimating of aircraft prices for the 1955 procurement program 
we have assumed that further increases will not occur and have priced 
each model in continuing production at less than the cost actually 
being experienced today. We believe that the cost estimates used in 
arriving at the budget request are reasonable, but we feel constrained 
to point out that if wage rates continue to lead improvements in 
productivity, fewer aircraft than planned can be purchased with the 
funds we are requesting. 

You are all familiar, I believe, with the fact that during the 3 years 
of Korean hostilities the aviation industry was unable to fill orders as 
rapidly as they were placed. Now that our programing is geared to 
force levels that can be sustained over an extended period of uneasy 
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peace, the outstanding backlog of orders is being substantially re- 
duced. Both this year and next are years of readjustment, during 
which the quantities of aircraft being delivered from previous con- 
tracts will exceed the quantities of new aircraft placed on contract to 
cover future delivery requirements. In both fiscal years 1954 and 
1955 the quantity of aircraft delivered will exceed the quantity 
ordered. Since actual production of aircraft, rather than new orders 
placed, measures the strength of the aviation industry, the aviation 
industry is being strengthened under the program we are presenting. 


INDUSTRIAL PREPAREDNESS 


Earlier in these hearings Admiral Oftsie discussed our expansibility 
potential from a mobilization standpoint and in so doing indicated 
that our going production rates fall short of the purely military ideal 
as a mobilization base for a general war. If it were practicaple, we 
would like to have on hand at M-Day all of the aircraft that would 
be needed then for worldwide combat should that unfortunate ca- 
tastrophe occur. We realize that any such ambitious war reserve is 
not practicable and that our mobilization requirements will have to 
be met largely from postmobilization production. The ability to ex- 
pand production after M-Day depends in part on the then going pro- 
duction rates and in part on the existence of established facility ca- 
pacity. In both of these respects we shall be better prepared through- 
out this period than at any time heretofore, since our going production 
rate will be the highest we have had since World War II and since 
considerable mobilization facility capacity will be available as a re- 
sult of the completion of the farreaching facilities program authorized 
by the Congress shortly after Korean hostilities commenced. 

Although our facilities expansion program is largely completed, in- 
dustrial capacity is not static and will gradually be overtaken by 
events if not continuously modernized and adequately maintained. 
Funds for modernization are covered by the special defensewide 
appropriation for ‘Reserve tools and facilities’ and funds for the 
maintenance of standby facilities are covered by our industrial mobili- 
zation estimate under the “Aircraft and facilities, Navy” appropria- 
tion. Our industrial mobilization estimate also covers preparedness 
projects directed toward streamlining manufacturing techniques and 
reducing requirements for critical materials. 

In this connection you may recall our discussion 2 years ago of the 
code project Tinkertoy that was undertaken as part of our industrial 
mobilization program. Last fall we made available to industry the 
revolutionary modular electronic construction technique developed 
under this project, and that technique is now being employed in indus- 
trial applications. The beneficial results of this project afford an 
excellent illustration of the objectives we seek in our industrial pre- 
paredness program: Quick expansibility of production, fast conversion 
from civilian to military products, uniform and higher quality prod- 
ucts, reduced lead-time cycle, lower production cost, and utilization 
of substitutes for critical materials. 


GUIDED MISSILE PROGRAMS 


Considerable progress is being achieved in making effective guided 
missiles available to our operating squadrons. Firings of Sparrow I 
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under simulated tactical conditions during the past year have supplied 
statistical samples sufficiently large to provide reasonable assurance 
of the lethal capabilities of these weapons. Even more significantly, 
we find that missile operations will require only short pilot training 
periods with these weapons in lieu of the long training period necessary 
with other weapons. Alternative designs of the Sparrow I likewise 
have been successful in achieving their design goals during this past 
year. 

Our missile estimates for 1955 total $56,568,000 for the procurement 
of missiles, drones, and related equipment for fleet use and for evalua- 
tion of improved designs. Concerning these programs | would like 
to leave you this principal thought. We have been planning, de- 
signing, and evaluating missiles for a number of years and have been 
successful in advancing these weapons to combat status. With them 
we will be able to add a new dimension to our combat tactics and thus 
greatly enhance the combat effectiveness of the United States Navy 


FLIGHT OPERATIONS AND AIRCRAFT OVERHAUL 


The Chief of Naval Operations already has explained how our com- 
bat potential will be improved next vear through the delivery of new 
jets to our combat squadrons. Inasmuch as these new aircraft are 
more expensive to operate than the lower performance reciprocating 
aircraft they will displace, their operation has a significant impact 
on our financial requirements under the flight operations programs. 
To a rather considerable extent, however, we will be able to offset 
these increased costs through a major economy program undertaken 
during the past year. Heretofore we have been using high octane 
gasoline aboard our carriers as jet fuel, because of logistic limitations, 
but we now have a special fuel blending system which we are installing 
on our carriers that will enable us to use the cheaper jet fuel blends in 
lieu of high octane gasoline. All of our carriers are being equipped 
with this new system and we will be able, as a result, to realize sub- 
stantial savings next year. Were it not for these savings, the higher pro- 
portion of jet aircraft in Regular and Reserve operating complements 
would increase the total flight operations estimate considerably above 
the $5 million increase budgeted. 

Our aircraft overhaul estimates also reflect considerable savings as 
a result of the progress we are making in reducing costs. Last year 
we undertook to reduce overhaul costs 10 percent and we have been 
largely successful in meeting this target, although the savings have 
in part been offset by wage advances during the year. Perhaps the 
most effective step taken to lower costs has been a simplification of 
overhaul specifications to reduce man-hours required. Another has 
been the establishment of shop-work standards, with the assistance 
of professional consultants, to provide a more scientific basis for 
monitoring shop performance. The combination of these two steps 
has enabled us already to make sizable reductions in civilian employ- 
ment in our industrial facilities and will lead to still further savings in 
the future. We accordingly have programed a further 6 percent im- 
provement in 1955 and have reflected this additional saving in the 
overhaul estimates before you for review. 
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STATION OPERATIONS 


The $162.1 million estimate for the operation and upkeep of our 
64 Regular and 21 Reserve Navy and Marine Corps air stations 
limits station funding to the austere 1954 levels with only partial 
recognition of increases in pilot-training programs, the redeployment 
of Marine air units, the operation of newly constructed facilities, and 
other additional requirements not experienced in 1954. Of the total 
budgeted, $1.6 million covers costs of activating and maintaining new 
stations and fields in 1955. As in other areas, we are very conscious 
here also of the necessity of keeping our costs down to an austere 
minimum and shall make every effort within the estimates presented 
to maintain our Shore Establishment as a level adequate to support 
essential operations 

SUPPORTING PROGRAMS 


Other essential program requirements totaling $116.2 million are 
presented under the heading “Supporting Equipment, Materiel, and 
Services” in our “Aircraft and facilities” appropriation. Among these 
important requirements are tactical equipment for the three Marine 
air wings and deployable fleet units, cameras and photographic equip- 
ment for Naval Aviation, subsurface submarine detection devices, 
operational flight trainers to complement new aircraft models, and 
specialized equipment for the launching and landing of aircraft aboard 
our Navy carriers. Each of the various programs in this area is related 
to one or more of the following factors: (a) Deliveries of new aircraft 
and related aviation material, (6) aviation training, (c) character of 
projected aircraft operations, and (d) number of carriers and other 
fleet vessels in the operating complement. 


RESTORATION REQUESTED 


H. R. 8873 contains a total of $775,895,500 for the ‘Aircraft and 
facilities, Navy’’ appropriation which finances the maintenance and 
operations programs exclusive of research and development programs 
for Naval Aviation. This is $17,264,500 less than the Presidential 
submission, of which $17 million resulted from anticipation by the 
House of Representatives that savings in 1955 would be realized com- 
parable to estimated savings in the same areas in 1954 contemplated 
subsequent to the submission of the 1955 budget. 

The original 1955 estimates for the operation, maintenance, and 
overhaul of aircraft and supporting facilities were based on the ac- 
complishment of a specific level of aircraft operations, consisting of 
4,857,896 flight hours and 17,235 associated engine and aircraft over- 
hauls. The pricing of this program was based on latest available costs 
adjusted for anticipated improvements in efficiency in the accomplish- 
ment of workload as well as for the introduction in the operating com- 
plements of greater numbers of aircraft of increased performance and 
complexity. The recommended reduction would not permit the 
flying of hours in the models of aircraft programed in the 1955 budget. 
A general reduction of $17 million as a practical matter would require 
some retrenchment in all areas of operation; expressed in measurable 
terms, it represents an uneconomic ‘al impairment of station support 
levels and removes funding for the equivalent of 367,933 aircraft 
flight hours and 589 engine overhauls. 
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A portion of an overall $17 million reduction would necessarily 
apply to the operation of the Shore Establishment. The fiscal year 
1955 estimate was predicated on most austere levels of station mainte- 
nance, and assumed maximum utilization of repairable aeronautical 
equipment in estimating procurement requirements. In the funding 
of station operations the House reduction would seriously curtail the 
handling and screening of used aviation material, to determine that 
which can be economically repaired, and would delay repair and 
return of these valuable assets to the supply system. Curtailed 
returns of repaired equipment to the supply system would increase 
procurement requirements by substantially more than the operational 
cost reductions imposed in the station operation area by the House 
action. Il urge, therefore, that you restore the appropriation to the 
Presidential request level in order to preserve the balance of this 
carefully integrated program. 


ECONOMY PROGRAMS 


In keeping with the expressed desire of Congress last year, and in 
furtherance of our own recognized responsibilities to the country to 
provide maximum Naval Aviation potential at minimum costs, sub 
stantial thought has been given and affirmative action has been taken 
during fiscal year 1954 at all levels of our organization both in Wash 
ington and in the field to achieve efficiency and economy of operation. 
Some of the procedural devices through which we have improved our 
performance are work measurement controls, which permit individual 
comparisons with standards; cost-control systems, which provide for 
a continuous monitoring of costs incurred ; rigid requirements reviews 
in conjunction with our quarterly allotment of funds to our field 
installations; and thorough field inspection of operational efficiency 
and of the use to which our Government facilities are put. 

During the past year | have activated the office of the Bureau of 
Aeronautics Inspector General, have established a management 
training program for commanding officers of our air stations, have 
established a number of committees made up of top management 
personnel from our organization to review many important areas of 
our operation, and have stre ngthened the comptrollership concept in 
the bureau and at our major field establishments. These are but a 
few of the actions we are taking to improve our effectiveness and to 
achieve economy. Recent visits to our field establishment have con- 
vinced me that there is now a cost consciousness throughout our 
organization which exceeds anything that has prevailed since prior 
to World War II. While the results of our past actions have been 
very gratifying, | assure you that management effici iency ‘and econ- 
omy will continue to be our objective in fiscal year 1955, and that | 
will press for the accomplishment of this objective with all possible 
force. 

SUMMARY 


In summary, we are requesting ‘a total of $2,766,463,500 for our 
Naval Aviation programs in 1955, $1,973,568,000 under the appro- 
priation “‘Aircraft and related procurement, Navy’? and $792,895,500 
under the appropriation ‘Aircraft and facilities, Navy.’ I am sure 
that you are familiar with the lengthy budget process and with the 
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extensive screening within the executive branch to which these esti- 
mates have already been subjected. The funds requested are, we 
believe, the absolute minimum required to permit us to carry out 
effectively the mission of Naval Aviation and reflect our sincere 
efforts to accomplish our mission at the lowest possible cost. 

Detailed justification of these estimates is contained in the unclassi- 
fied budget books provided this committee some days ago and in the 
classified supplements which we have brought here today. In addi- 
tion, both | and the members of my staff here with me are available 
to assist you, as you may desire, in carrying out your examination of 
our proposed programs. 

We have no reclama; however, we are prepared to discuss our re- 
quirements in detail. 

UNEXPENDED BALANCE 


Senator Frrauson. I note that the estimated unexpended balance 
in this appropriation at June 30, 1954, is about $6.2 billion and the 
estimated amount to be expended in fiscal year 1955 is about $2.4 
billion. Thus, there will be sufficient funds on hand to cover expendi- 
tures for about 2% years. In view of that situation and inasmuch as 
the average lead time for aircraft is stated to be about 18 months, why 
do we need to appropriate additional funds for aircraft procurement in 
fiscal year 1955? 

Captain Hirsca. This unexpended balance is required to finance 
the delivery of aircraft ordered in fiscal year 1954 or earlier which will 
not have been delivered as of that date. Deliveries of these aircraft 
are currently scheduled to be completed during calendar year 1956. 
Since, however, it is not practicable to complete payment for an air- 
craft program at the time aircraft deliveries are completed, it is 
necessary to carry forward an unexpended balance beyond the period 
for which actual deliveries are funded. If the 1955 request were 
deleted, it would be necessary to defer ordering these aircraft until a 
later year. This would have the dual effect of (1) reducing the 
quantity of aircraft accepted during the period July 1, 1954, through 
December 1956, and (2) stretching out deliveries of aircraft already 
on order. Both of these would result in a delay in the modernization 
of the operating aircraft program. 


AIRCRAFT PROCUREMENT 


Senator Frreuson. How did you determine the amount of the 
dollar requirements shown in the budget for procurement of new 
aireraft? 

Captain Hirscu. The dollar value of the fiscal year 1955 program 
was determined on the basis of latest known prices for airframes and 
each item of Government furnished equipment. For new aircraft 
and components, cost estimates are obtained from industry. Support 
requirements are obtained from supply activities and adjustments 
made for utilization of material made excess under prior years appro- 
priations due to reprograming. The combination of these elements 
results in the net dollar value of the planned fiscal year 1955 program. 

Senator Fercuson. Does the number of new aircraft shown in the 
1955 budget represent the annual requirement for maintaining the 
aircraft operating program at the current level? 
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Admiral Orstiz. I should like to go off the record, sir. 

(Discussion off the record.) 

Senator Feraeuson. What is the annual replacement rate required 
to keep the operating aircraft of the fleet modern? 

(Discussion off the record.) 

Senator Ferauson. What is the rate contained in this bill? 

(Discussion off the record) 

Senator Fereuson. How many operating aircraft are being re- 
placed under this bill and how many are being modernized or con- 
verted? 

Admiral Soucek. In the broadest sense all of the funds budgeted for 
aircraft procurement and all of the aircraft scheduled for procurement 
will serve as replacements for inadequate older aircraft. 1t is signifi- 
cant however, that quantities of aircraft funded in this appropriation 
are insufficient to replace those lost by attrition or wear-out during the 
period December 1955 to December 1956. 

Senator Ferguson. What is the percentage of jets involved? 

(Discussion off the record.) 

Senator Ferauson. It is noted that under budget activity 1, there 
is an item in the amount of $70 million for advance procure se of 
long lead-time aircraft components. Why do we need to appropriate 
funds in fiscal vear 1955 for future vears’ programs? How is the 
amount of the requests determined? 

Captain Hirscn. The $70 million item is required to procure cer- 
tain components that require more procurement lead time than is 
available under the normal aircraft procurement cycle. ‘The manu- 
facturing time for certain equipments exceeds that of the airframe due 
to the equipment’s complexity. 

If procurement of these items were restricted to the normal avail- 
ability of funds under a new appropriation, their delivery would not 
coincide with their installation requirement in the airframe. Use of 
the $70 million advance funding permits procurement of these items 
sufficiently in advance to effect timely, economical installation and 
results in scheduled delivery of complete aircraft to the fleet. The 
amount of advance procurement funds is determined by comparing 
the manufacture time of long lead-time equipments with the planned 
initial delivery of the airframe for which they are required. Where 
these two elements are not compatible, the number of months overlap 
is determined and the quantities required during that period becomes 
an item on the shopping list for advance procurement. 


AIRCRAFT SPARES AND SPARE PARTS 


Senator Fercuson. What agency of the Navy handles the procure- 
ment of aircraft spares and spare parts and where is it located? 
Would you explain briefly how the requirements are determined and 
how much is included in this request? 

Captain Hirscu. The Aviation Supply Office which is located in 
Philadelphia, Pa., has the primary responsibility for the material 
support of the operating aircraft programs, including computation 
of requirements, procurement, and distribution, as well as inventory 
control. Under the “Aircraft and related procurement’ appropria- 
tion, funds are budgeted for the procurement of spare aircraft com- 
ponents and peculiar spare parts in program life quantities. The 
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spare equipments, such as complete engines, instruments, electronics 
and armament items, are procured by the Bureau of Aeronautics on 
the same contracts as the installation equipment to which they relate. 
The quantity of spare equipments to be procured is computed by the 
Aviation Supply Office in conjunction with the technical divisions 
of the Bureau of Aeronautics, taking into account such factors as the 
planned aircraft deployment and operating program, the number of 
operating hours between overhauls, usage factors reported to the 
Aviation Supply Office by the operating commands and overhaul 
activities, and inventory position. The procurement of spare parts 
is concentrated in the Aviation Supply Office. 

Quantities of spare parts plenned for procurement are computed on 
the basis of the planned operating aircraft and overhaul programs, 
usage experience and the current inventory position. Full recognition 
is accorded anticipated improvements in usage factors resulting from 
design improvements in the equipment. To accomplish this objective 
technical experts from the Bureau of Aeronautics assist the Aviation 
Supply Office in the determination of spare parts requirements. 
There are funds in the amount of $626.5 million included in this 
estimate for spares and spare parts, Mr. Chairman. 


PLANT FACILITIES 


Senator Ferauson. What is the status of plant facilities? 

Captain Hmscu. $1,068,566,000 has been provided since 1951 for 
the acquisition of aircraft: production facilities. These funds, which 
are virtually all obligated, provided the basic facilities for both current 
production requirements and the mobilization base. It is necessary 
to provide some funds each year to maintain this capacity in an 
acceptable state of readiness including the procurement of high- 
production type tools. No funds were requested in 1955 since it was 
contemplated that the necessary funds would be obtained from the 
“reserve tool”? appropriation. Should this provision of the appropria- 
tion be deleted, it would be necessary in subsequent years to request 
funds under this title for modernization and balancing of the produc- 
tion facilities reserve. 

Senator Fercuson. What is the difference between evaluation and 
service missiles? 

Admiral SeucrK. The Bureau missile development program goes 
through a series of stages of development called Research and Develop- 
ment, evaluation, and service: 

The Research and Development missiles are flown by the contractor 
under laboratory-type conditions to determine that the principles 
involved are sound. For air-to-air missiles these usually number 
about 10. For surface-launched missiles, the number may be less. 

Having determined the validity of the approach, the contractor 
then bends his efforts toward a service-useful limited production-line 
(preproduction) missile having adequate serviceability, reliability, 
resistance to environment, and lower cost. These missiles are the 
evaluation missiles—they are flown by the contractor to prove his con- 
tract guaranties under conditions simulating service use. These missiles 
still contain some laboratory-type instrumentation, and the service 
conditions represented are those which can be simulated at the test 
base. 
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Evaluation missiles are also tested by the Navy Department under 
simulated service conditions and with service personnel, at the missile 
test station to further verify the readiness of the missile for fleet use. 
These missiles may also contain special instrumentation but are in the 
main representative of full-scale production missiles and are handled 
with service type equipments and techniques. 

Having passed the Navy evaluation at the missile test center, 
evaluation missiles are then turned over to a fleet evaluation unit 
where they are used to develop fleet use tactics, and where any bugs 
shown up in actual fleet operation can be spotted. 

The last stage is the full-scale production program, producing 
service missiles which are intended to be used as increased fleet poten- 
tial for attack or defense. 

Because of the long lead time for procurement of missiles and equip- 
ment the fiscal programs may overlap. It is the Bureau’s policy to 
have the various missile development phases proceed in an orderly 
fashion through research and development, evaluation, and service 
use. 

GUIDED-MISSILE PROGRAM 


Senator Ferauson. How does your guided-missile program com- 
pare in readiness with that of the other services? 

Admiral Soucek. The guided-missile program of the Bureau of 
Aeronautics has been integrated with missile programs of the other 
services by the Secretary of Defense and is in balance with the overall 
Department of Defense program. Specific details are classified and 
will have to be supplied off the record. 

Senator Ferauson. What is the status of research and develop- 
ment on guided missiles? 

Admiral Soucek. The research and development program has a 
twofold objective—improvemeni in design of missiles already avail- 
able to the fleet as service weapons and the development of alternate 
design missiles to improve the fleet’s striking power. Details affecting 
these programs are classified and will have to be discussed off the 
record. 

Senator Fercuson. Are you programing for production of missiles 
before the research and deve ‘lopme nt is completed? 

Admiral Soucek. Yes, sir. The long lead time involved in the pro- 
curement of missiles makes it necessary to program for production as 
soon as the research and de ‘velopment missile has progressed to the 
point that a successful missile is apparent. This programing insures 
the delivery of the required number of missiles at the right time to 
conduct an orderly and logical evaluation of the missile. This also 
enables the Navy to introduce new weapons to the fleet at the earliest 
possible moment. Research and development effort continues even 
after a missile is successfully developed in order to engineer out any 

‘“‘bugs”’ and to incorporate any new improvements that will make the 
missile more effec tiv e. 


TARGET DRONE PROCUREMENT PROGRAM 


Senator Frereu SON. Would you please explain this target drone pro- 
curement program? You are increasing that program cost $5,450,030 
for 1955. As I understand, much of the increase is for initial procure- 
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ment of a joint service-developed drone, for fleet training which in- 
cludes guided missiles. It is also noted that the procurement of 
guided missiles is reduced $73,809,081 for 1955. 

I think the committee would like the program explained and the 
increase justified. 

Admiral Soucek. The target drone procurement program provides 
for a quantity of electronically controlled target drones to be used in 
the fleet for training and maintaining the proficiency of antiaircraft 
gunners; aircraft gunnery and rocketry practice; evaluation of new 
fire control systems, ammunition, weapons, and guided missiles. The 
increase in 1955 reflects, primarily, the initial procurement of a joint 
service developed drone to be used in fleet operational training and 
evaluation programs. The use of target drones in guided missile 
evaluation programs is being accelerated due to the increased numbers 
of missiles now being delivered under previously funded missile 
procurement programs, although the missile procurement program in 
1955 has been reduced from the 1954 level. 


AIRCRAFT MODERNIZATION PROGRAM 


Senator Ferauson. In view of the introduction of large numbers of 
new models of aircraft into the inventory during the next fiscal year, 
why do we still require an aircraft modernization program (budget 
activity 4) for which $40,200,000 is required? 

Admiral Soucek. The 1955 aircraft modernization program plays 
a vital role in maintaining modernity of aircraft now in service opera- 
tion. Aircraft do not become outmoded or obsolete from age alone. 
Newly developed techniques in modern warfare, especially in the 
field of antisubmarine detection and electronic countermeasures de- 
vices, place new requirements on older aircraft far beyond their 
original capabilities. New production aircraft designed to accomplish 
these new tasks are desirable replacements and in most cases present 
the only solution. In other instances, certain older aircraft with 
many years of service life remaining can be modernized by replacing 
their outmoded equipment for converting them for different missions 
without changing their basic configuration. ‘Thus careful screening 
of all known deficiencies existing in older service aircraft now in 
operation is accomplished in order to determine whether the deficiency 
can be corrected more expedient!y by a modernization program or by 
replacing the outmoded aircraft with a newer model. New replace- 
ments are financed under aircraft procurement programs, and modern- 
ization of those selected to remain in service as first-line aircraft are 
financed under this activity. 


CONVERSION OF TRANSPORT PLANES 


Senator Fercuson. What funds are programed for fiscal year 
1954 and fiscal year 1955 for conversion of transport planes? 

Captain Hirscu. A total amount of $2,565,000 is programed in 
fiscal vear 1955 for nine R6D-1 transport conversions. Funds were 
originally programed in fiscal year 1954 for $28 million and in fiscal 
year 1955 for $13 million to ¢ omplet e 96 R4D-8 transport conversions. 
This program was canceled in March of this year due to the large 
increase in the cost over the original estimate. The total amount of 
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$41 million is now in process of reprograming and current studies are 
being made to determine if a suitable model can be obtained economi- 
cally in the trarsport market. 

Senator Fercuson. What models of planes are being modernized 
and for what purpose? 

Admiral Soucek. The 1955 program will convert older service 
aircraft to provide the fleet with i improved transport aircraft, training 
aircraft, target drones, and guided missile control aircraft. The 
transport conversion program will provide R6D-1 aircraft with 
longer-range capabilities and greater safety-of-flight characteristics 
The training aircraft conversions will provide flying radar classroom 
configurations equipped with the latest electronic equipments to give 
individual students experience in radar scanning, trac king, ‘and 
interception techniques for training in antisubmarine warfare. Target 
drone conversions will provide guided missile training and evaluation 
units with simulated enemy targets. In addition, missile launching 
capabilities are being installed in a limited number of service aircraft. 

There is also budgeted in the 1955 estimate an amount of $13,957,000 
for equipment modernization. The 1955 equipment modernization 
program provides for improved electronic equipments to replace those 
now installed in service aircraft but found deficient due to technological 
advances and increased combat effectiveness of potential enemy 
aircraft and countermeasure devices. 


AIRCRAFT AND FACILITIES 


Admiral Soucek. Under ‘Aircraft and facilities,’ our major oper- 
ating appropriation, 1 would like to ask for the restoration of $17 
million which the House committee removed in the area of flight 
operations, aircraft and engine overhauls, and station operations. I 
ask for that on the basis that we need that amount of money to carry 
through the program that we have planned for fiscal year 1955. 

Senator Fercuson. Now, you are asking for $17 million? 

Admiral Soucek. Yes, sir. 

Senator Fercuson. That is the total amount that the House took 
out, the $17 million was the entire amount? 

Admiral Soucek. Yes, sir, except for $264,500 related to reduced 
requirements, which we are not requesting. 

Senator Ferauson. You have gone very carefully over this, have 
you? You feel you cannot operate without it? 

Admiral Soucek. Yes, sir, I feel we cannot operate and maintain 
the programed requirements without it. 

Senator Ferguson. Just what does it include? 

Admiral Soucek. The total program includes 4,800,000 flight hours 
and associated engine and aircraft overhauls. 

Senator Ferauson. What did the House say about this that you 
think they are wrong in taking 17 million out of overhaul? 

Admiral Sovcrx. The House thought that because we have not 
maintained our full operating program in the fiscal year 1954, that 
we used $22 million less than we had appropriated, and that based 
on those figures that we could operate for $17 million less in fiscal 
year 1955. 

Senator Frreuson. The reason | ask this, we find in the Air Force 
that the overhaul of their engines are not so frequent as they previ- 





628 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


ously were particularly in relation to jets, and also that they have 
been enabled to repair on the job so-called instead of returning them 
to what is known as overhaul stations, which was an expensive 
method, although it takes more parts to do it on the job than at the 
overhaul stations. 

Are you experiencing the same thing? 

Admiral Soucek. Yes, sir. We have not gone quite to the same 
extent in increasing field maintenance perhaps, but we are experienc- 
ing identically the same thing and our numbers of overhauls and 
extent of overhauls is coming steadily downward. 

But those things have been reflected in these estimates for 1955. 

Senator Fereuson. Now, going back to this four million eight for 
flight hours, have you anyone on the job now that is really saying 
to the various air stations and, let us say, the carriers, ‘Is this trip 
necessary?” “Is this flight necessary?” so that you can reduce 
these hours and still keep these men up to snuff? 

Admiral Soucek. The answer to that is “Yes, Mr. Chairman, we 
do have such a system.” 

Admiral Orstiz. We do precisely that at shore stations, Mr. 
Chairman. There is a continuous requirement that they review 
the question, “I’’ is this flight necessary? As to the carriers, we program 
a specific syllabus to maintain fighting proficiency, and this program 
is monitored by the fleet commanders and the Chief of Naval Opera- 
tions. 

Senator Fercuson. But you are making an effort to cut down the 
whole? 

Admiral Orstir. Very much so. 


FLIGHT OPERATIONS 


Senator Fereuson. I notice that about a 1 percent decrease in 
funds is requested for ‘Flight operations, Regular Navy.’’ Infor- 
mation provided the committee also indicates a decline in the price 
of certain grades of aviation fuel and that fewer flying hours are pro- 
gramed than in 1954. In view of these factors why cannot the saving 
in this area be larger in fiscal year 1955? 

Admiral Soucek. Our fiscal year 1955 estimate for “Flight opera- 
tions, Regular Navy”’ is based on total flight hours programed, priced 
at actual 1953 experienced cost for each model. These costs have 
been adjusted to reflect current fuel prices, which for some grades is 
slightly lower, and the greater utilization of fuel blending systems 
aboard carriers. Although both of these adjustments, along with a 
slightly lower flight hour program generate substantial savings in 
this activity, they have been almost offset by the replacement in 1955 
of a substantial number of the older less expensive aircraft with more 
costly high-performance aircraft. 

Senator Frreuson. | notice from the justification book that about 
a $7 million increase is requested for “Flight operations, Naval Re- 
serve’ and about a $7 million increase for ‘‘Aircraft overhaul, Naval 
Reserve.”’ I also understand that there will be only a 21 percent in- 
crease in Reserve pilots. What is the purpose of providing such a 
large percentage increase for the Reserve program and why is the 
increase in funds so disproportionate to the increase in pilots? 
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Captain Hirscn. The increases in “Flight operations, Naval Re- 
serve’ and in “Aircraft overhaul, Naval Reserve” are not related 
directly to the 21 pereent increase in Reserve pilots since other factors 
have a bearing on the estimate. In flight operations there has been 
a 17 percent increase in flying hours with a greater part of these hours 
programed in more costly combat-type aircraft which are entering 
the program in the last quarter of 1954 and in 1955. For example, 
the hours programed for jet fighters are 59 percent greater than in 
1954 and for attack aircraft about 44 percent greater than 1954. The 
overall effect of these factors results in an increase somewhat greater 
than the $7 million we have reflected in the budget estimate; but as 
in the estimate for the Regular Navy we have offset these increases 
with savings which are possible because of slightly lower prices for 
some grades of fuel. 

Similarly, the increase in “Aircraft overhaul, Naval Reserve’’ is not 
related directly to the increase in Reserve pilots, but is the’ composite 
of a number of factors. These are the increase in numbers of engine 
overhauls which correspond to the increase in flying hours, the influx 
into the Reserve of more combat-type aircraft with engines which are 
more expensive to overhaul, and the increase in wage rates. However, 
as in the case of “Aircraft overhaul, Regular Navy,” the impact of 
these increases has been offset in part by the programing of an antici- 
pated savings of approximately 6 percent for improvements in manage- 
ment tec hniques. 

Senator Frrcuson. The fiscal year (1955 average cost per flying hour 
reflects an increase over prior years’ estimates; would you explain 
further the basis for this increase? 

Captain Hirscu. Our 1955 costs are going up over previous years 
since they reflect the increased number of jet aircraft in the 1955 
operating program. These new jet aircraft are capable of higher per- 
formance by reason of more powerful engines and, in some instances, 
more engines per aircraft than the older jet and reciprocating engine 
aircraft which they are replacing. The cost of operating these new 
aircraft models is substantially greater than the cost of the lower 
performance aircraft being phased out of the program and accounts 
for the higher average cost per flight hour in 1955. 


AIRCRAFT OVERHAUL 


Senator Ferauson. How much of the aircraft overhaul program 
planned for fiscal year 1955 will be accomplished by commercial 
contractors? 

Admiral Soucek. We are planning to accomplish approximately 
$28,482,000 of our 1955 aircraft overhaul program by commercial 
contract. 

Senator Fercuson. Under miscellaneous facilities, a line item ‘All 
other functions and units” for which you are asking: $1,354,000 is 
shown. What kind of functions and units are included in this category? 

Captain Hirscu. We have included under this category a variety 
of functions and units which are essential to the carrying out of our 
aviation mission and which are not provided for elsewhere in these 
estimates. Included are functions such as the lease of landing areas, 
gunnery and radio ranges; the Navy share of supporting the head- 
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quarters of the Military Transport Service; and the support of Regular 
Navy functions which physically are accomplished at Naval Air Re- 
serve stations. 

STRUCTURE REPAIRS 


Senator Fercuson. As I understand it, budget project 7A, “Struc- 
tural repairs” covers the nonrecurring type of repairs and improve- 
ments to the stations of the Aeronautical Shore Establishment. 
How are the requirements in this area determined? Does the budget 
for 1955 provide the amount of funds required in this area? 

Admiral Soucek. Our requirements for “Structural repairs,” Mr. 
Chairman, are based primarily on three sources. The first and prin- 
cipal source is the annual repair and maintenance lists which are sub- 
mitted by each of the existing naval air stations. Projects appearing 
on these lists are screened and ranked in order of priority by the 
commanding officers of the stations and by the commanders of the 
respective naval air base districts or other appropriate commands. 
Our other sources consist of estimates of costs of minor new construc- 
tion and alterations associated with the installation of capital equip- 
ment, and of field surveys and annual inspection reports of district 
public works officers. This last source is used primarily to determine 
requirements for new stations programed for activation for which a 
formal repair and maintenance list would not be available. Now as 
to the adequacy of the 1955 request, we have planned to cover the 
more critical projects of a total requirements list that exceeds $60 
million. Although additional repair projects meriting accomplish- 


ment could be done were more funds available for that purpose, we 


feel the $17 million requested is in balance with the budgeted level of 
our other programs and represents an acceptable though austere 
level of funding for 1955. 

Senator Fercuson. The Navy is asking $17 million for “Structural 
repairs’’ in fiscal year 1955; can you provide a list of the repair projects 
showing the station location, type of repair to be performed, and the 
cost, for the record. 

Admiral Soucek. Yes sir; Mr. Chairman; we would be glad to 
supply that for the record. 

(The information referred to follows:) 


Bureau or AFRRONAUTICS 


Structural repairs requirements for fiscal year 1955- 
and landing fields 


Activation of new stations 


Buildings Aircraft 
and | operating Total 
structures areas 


Fleet support stations: 
. MCAAS, Beaufort, 8. C 
. ALF, Orangeburg, S. C. (formerly North AF Base) 200, 000 50, 000 250, 000 
ALF, Twentynine Paims, Calif 50, 000 | 100, 000 | 150, 000 
ALF site to be selected tania Lone 50, 000 100, 000 150, 000 


$1, 400, 000 $100, 000 $1, 500, 000 


2 0: 50, 00 


Extracontinental stations: } 
1. NAF, Cubi Point, Philippine Islands... -_. 50, Sian 50, 000 
2. FAD No.2 d 100, 000 100, 000 
3. ALF, Vieques, P. R_..-- . beh 50, 50, 000 


Total_. 


Air transport ‘termini al “fac ilities for advanced base use. 


Total activation costs 


200, 000 
120, 000 


2, 370, 000 
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Structurai repairs requirements for fiscal year 1955—Essential fire protection projects 


Description Amount 
NAS, Agana: Renovate foam injection stations 1 and 2 and add sta- 
tion 3 to fire protection system AvGas farm , $8, 500 


NAS, Alameda: 
Install sprinkler system, building 114, public works and mainte- 
nance shops : 000 
Install additional fire protection facilities, buildings 5 and 162, 
operations and repair department ‘ 9, 900 


900 


NAVSTA, Argentia: 
Install sprinkler system in gymnasium building 330 per district 
fire prevention engineer 2, 800 
Install sprinkler system in buildings 177 and 178, paint and 
flamable storage », 500 


300 


NAS, Barbers Point: 
Install fire sprinkler system in ward wings, building 16- 000 
Install fire sprinkler system in brig, building 32 , 000 


, 000 


NAS, Brunswick: 

Install sprinkler system, buildings 18, 24, 25, 26, and 27, personnel 

housing 45, 200 
Install sprinkler system, buildings 21, 23, 30, and 38, mess, dis- 

pensary, and recreation facilities 44, 800 
Install sprinkler systems, buildings 7, 8, 10, 11, 36, 48, 74, garage, 

public works shops, and warehouse ies 33, 000 
Install siamese fire connections, buildings 1, 2, 3, 11, 12, 13, 15, 16, 

and 30, frame buildings. __ : : 20, 100 


143, LOO 
MCAS, Cherry Point: Installation of fire curtains on trusses of oper- 
ations and repair building 133__. , - : 7, 800 


NAS, Columbus: 
Install sprinkler system in hangar building 39 17, 595 
Install sprinkler system in hangar building 3 44, 185 
Install sprinkler system in buildings 5, 5A, and 6 


. 155 


MCAS, E! Toro 
Install draft curtains in laundry building 307 and storehouse 
buildings 313 and 317 
Provide standpipe risers and fire protection in operations and 
repair hangars 295, £96, and 297 and engine overhaul test cell 
building 324 ‘ Si 12, 600 


22, 357 
NAS, Grosse Ile: Improvements to water distribution system for fire 
protection. ___- are 


32, 600 


NAS, Jacksonville: 
Install additional emergency exits, NATTC fire exits___--- 3, 000 
Install sprinklers, buildings 160, 193, 194, storehouses 22, 000 


25, 000 
MCAS, Kaneohe Bay: Construct 6-inch waterline loop to Hilltop 
area to provide adequate water for fire fighting__ ‘ wal 11, 600 
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Structural repairs requirements for fiscal year 1955—Essential fire p 
projects —Continued 
Description 
NAS, Key West: 

Install automatic fire alarm system for Boca Chica Field to meet 
National Board of Fire Underwriters requirements_. 2 

Install CO, fire extinguisher system for CIC of CCI facility at 
Boca Chica Field 


rotection 


Amount 


$49, 347 
18, 876 


NAAS, Kingsville: Install automatic sprinkler systems in hangar 
lean-tos and ship’s store y 

NAROCTestSta, Lake Denmark: Install fire protection equipment, 
sprinkler heads in warehouses, garage, and laboratories per district 
fire prevention engineer = 58 


NAS, Lakehurst: 

Extend piping system from 2 electric driven fire pumps in No. 1 
hangar to closest fire main 

Extend sprinkler system to nonsprinklered areas hangar leantos, 
buildings 148 and 149 

Install automatic sprinkler alarms for 13 buildings with sprinkler 
sy ste ms 

Install automatic fire detection and alarm system for 7 NATTU 
buildings 

Sprinkler installation in building 263, paint and oil storage 


NCAS, Miami: Additional 8-inch water supply well and 500 gallons 
per minute at south field No. 1 for fire protection and water supply 
NAS, Minneapolis: Install sprinkler systems in building 12, hangars 

211 and 212 


NAS, Moffett Field: 

Provide grounding and explosion-proof fixtures in operating room 
building 23 - 

Install sprinklers under 2d floor of hangar 2 in accordance with 
BuDocks criteria 

Install explosion-proof electric service, hangar 1, in accordance 
fire protection report nee 

Install explosion-proof electric service, hangar 2, in accordance 
fire protection report 


NAS, Monterey: Replace station fire alarm system 
NAS, Niagara Falls: Install sprinklers in nonsprinklered areas of 
existing hangar aa 
Natechtracen, Norman: Install fire-stop partitions for interior stair- 
ways of 2-story buildings 
NAS, Patuxent River: Install sprinkler system for radar laboratory 
penthouse electronics test, hangar 115 
NAS, Pensacola: Install automatic sprinkler system to protect equip- 
ment in building 1534 : i 
NAS, Quonset Point: 
Install fire stops in buildings 374 and 375, warehouses, in build- 
ing D-EE5, partitions around heater rooms 
Install fire-detection devices in 7 various buildings per district fire 
marshal’s report 
Install fire-protection facilities in 1 Operations and Repair De »part- 
ment buildings based on fire report 
Convert sprinkler systems wet to dry in buildings 112, 2, ‘and 72 
at Charlestown, R. I are aa cael 


68, 223 
7, 675 


49, 500 


3, 000 


, 000 


, 400 
, 000 
800 


123, 800 
4, 320 


7, 380 
45, 000 
3, 100 


13, 000 


32, 950 
11, 295 
31, 250 
6, 000 


81, 495 
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633 


Structural repairs requirements for fiscal year 1955—Essential fire protection 


projects—Continued 
Description 
NAS, San Diego: 

Make alterations, provide fire-protection measures, buildings 831, 
832, FASRON shops hac® 2 ; 

Provide adequate fire exits in various buildings to meet minimum 
standards ape ; 4 

Revise and alter fire alarm box loop 1 

Raise fire hydrants above ground; install wall post indicator valves 
on sprinkler risers, install sectional. control valves: on 12-inch 
main ; ‘ iad : 

Salt-water system; 8-inch loop system and hydrants, building 378 
for fire protection 

Provide draft stops in buildings 525, 526, 652, 656 to 662, in- 
clusive 

Salt water system; 8-inch connecting main between 8-inch lines, 
vicinity buildings 384-653 to provide adequate supply and 
pressure 

Salt-water system; connect 8-inch mains on Curtis St. between 
buildings 314 and 255 to provide adequate supply and pressure 

Salt-water system: connect 8-inch mains in area between buildings 
254 and 406 to provide adequate pressure 


NAAS, Sanford: Drill 2 wells, install pumps and aerator, connect to 
existing system to provide adequate water for fire fighting 

NAVSTA, Sangley Point: Improve existing and install additional 
fire protection for firmary building 23 

NAS, St. Louis: Install mains, hydrants, etc., for fire protection im- 
provements in south section of activity per district fire prevention 
engineer report 

NAF, Weeksville: Install combined crash and fire alarm telephone 
system __ 


Total of essential fire protection projects 


Amount 


$31, 000 
40, 000 
10, 000 
32, 000 

000 


000 


, 000 
5, 000 
), 000 
000 
170 


3, 000 


, 000 


Minor construction for support of station operations, fiscal year 1958 


Station 


Description 


| Extend sanitary sewer system to buildings 15, 105, 106, and 285 
Addition to building 35 for electronic gear maintenance 
FASRON shop stores building 
| Additions to Bass River target area 
Construct battery shop 
Construct narcoties vault in dispensary building 30 
Install underground steam and return lines from building 490 to 
buildings 487 and 498 
Infirmary auxiliary powerplant 
Installation of ventilation in barracks 


Alameda 


Atlantic City 
Bruns wick 


Cherry Point 


Ceci] Field 
FE] Centro 


El Toro 


Glynco 


Jacksonville 


Key West 


Lakehurst 


Miami 


Install] :ailroad spur to main fuel farm 

Alterations of aircraft machine gun and cannon bore sight range, 
first increment | 

Refrigerator compressor in cold storage building -24 


| Installation of bulk lubricating oil dispensing facilities 


Oxygen and acetylene storage 

Permanent fencing around electrical substations 

Ready service ammunition lockers 

Additional storm drainage in area of power plant, building 104 

Improve facilities at Switzerland rocket range 

Additional space for instructional purposes, NATTC, building | 
510. 

New control tower for SPB hangar 

Additional fresh water storage reservoir, Boca Chica Field 

Installation of new and modification of existing utilities for GCI 
LTA area at Boca Chica Field 

Installation of ventilation unit for preparation, wash, and operat- 
ing rooms, inpatient department for dependents, building 25 


| Alterations for aircraft fuel storage facilities at tank farms, build- 


ings 121 and 196 
New oxygen shop building 
Construct 2 ready ammunition magazines, Mainside _- 


Amount 


$27, 600 
46, 700 
9, 500 
44.110 
9, 800 
3, 900 
35, 000 


20, 700 
18, 000 
39, 2 
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Minor construction for support of station operations, fiscal year 1965—Continued 


Station Description 


Miramar Construct all-weather road to Y A-2 lealizer site. _. bblacced 33, 570 
Moffett Field _ . Alterations to building 66 for dental clinic ad 39, £00 
Survey for cathodic protection of tanks and pipelines in tank farm 4, 000 

2 


New River_.-- : Clearing living areas for malaria control _- 750 


Public works warehouse ; - 000 
Nerfolk =e SP-81 hangar, room 109, maintenance shop and facilities for “AN/ , 500 
ASB-1 bomb director equipment, FASRON 51. 
V-60 shops, parts-control mezzanine Jane ese 000 
SP-54 electronies training building, additional ventilation.- ; , 000 
S-26 flight test equipment lean-to_. lat . 100 
NM-area, equipment storage compound. __ m 5, 000 
SP-41 link tr siner builling, alterations. ._- , 800 
Quonset Point_. Revision to undereround electrical power distribution to prov ide 000 
facilities for starting jet aircraft engines 
| Conerete pavement at end of runway 16-34 ane 31, 000 
Enlarve freezer box, BOQ galley ha 2, 200 
Foundation walls Mr buildines 482 and 433, Marine Bs wrac\s..- , 000 
San Diego_- Building 652; construct 2 loading docks ‘ baie 5, 335 
| Imvrovements to aviation fuel-handling svstem ___-- 35, 000 
Alterations and improvements, packing and shipping unit, build- 20, 600 
ing 651. 
Insts all backflow prevention on fresh-water lines, all piers. 3, 800 
Fresh-water system: 12-inch main, Wright to Quentin Roosevelt , 200 
on Road ie 
Fresh-water s ‘stem: additional 8 inch supply main to storage res- , 000 
ervoir in vicinity of builiing 310 
Sanford.........-.. Modification of steam heating systems ' ieee - 2, 585 
Installation of electric pump at vowerplant ‘ , 800 
Storage building for fleet activities : . , 100 
Santa Ana_..__.. |} Install condensate return line in buildings 4, C -l, 2,C ] 5, O10 
Weeksville Facilities for crewmen, crash boat pier 5, 500 
Coal conveyer system for heating plant No. 2, building 501 25, 000 
Whidbey Island __. Alterations to special devices training building 126, Ault Field 9, 500 
Agana os Construct transmitter building, install power cable rai ihae 15, 000 
Install fencing and lighting AvGas farm is ; 15, 000 
Pave remaining area at supply building 20-6 : 4, 500 
Install power and light facilities to mine rake st¢ ations. dad 12, 550 
Argentia Add 2 Butler-type buildings to present transit shed ‘ 49, 000 
Install storm doors, transmitter building one : , 900 
Construct 2 small-arms magazines 5, 100 
Atsugi Addition to brig... ns 26, 400 
Barber’s Point Increase capacity of main electric substations A and B- ‘ , 00D 
Bermuda Perimeter fence around high-explosive magazines 5, 620 
Iwakuni Alteration of seaplane nose hangar ; , 000 
Kaneohe Bay Pave and fence supply salvage yard 
Provide power for radar site 
Kodiak 4 Cathodic protection for traveling trash screen salt-water intake 
central powerplant 
Pearl Harbor Gasoline distribution system; cathodic protection ; 
Port Lyautey.... Construction of headquarters addition to Marine barracks. - - - 36, 000 
Sangley Point sattery locker and compressor room for FASRON 4, 000 
Extension and alteration to nurses’ quarters, building 31. . 6, 000 
Trinidad _. Erection of new transit shed at piers 1 and 2- 20, 000 
| Installation of emergency electric powerplant in infirmary -_- 4, 000 
Oppama... 2 Extension of 1-story lean-to to hangar 1 15, 750 
Barin Field___. Construct taxiway to west end runway 9-27. 49, 200 
Cabaniss Field __ Provide underground recirculating tank for water in aqua system -| 15, 000 
Corpus Christi. -. | Install additional steam heating facilities in hangar 44. 21, 600 
Corry Field__- Construct additional shop store warehouse -- ' 38, 000 
Kingsville Construct parachute loft and battery shop. - .- | 40, 087 
Dust collecting system for woodworking machinery in PW shop. -| 1, 800 
Memphis... Improvements to sewage treatment plant. --. Sie 5, 850 
Improvements to drainage along 7th Ave_... 50, 000 
Pensacola - -- Renovate building 18 annex to provide space for standards lab- 13, 700 
oratory. 
Akron. Construction of aircraft maintenance propeller shop. a 6, 700 
Dallas. Cathodic protection | 40, 000 
Inflammable materials warehouse, lubrication oil storage 18, 494 
Denver -. Ambulance garage addition to dispensary building No. E-738- j 8, 400 
Glenview __.. Repairs and alterations to dispensary building No. 43. -- | 15,100 
Minneapolis... Concrete curbs for access roads to Butler storage buildings 3, 300 
New York... | Crasb barrier for runways 1-19, 6-24 and 12-30_....-.-- | 30, 000 
Installation of compass rose turntable. _--- alee chrisk at | 3, 100 
Spokane... -_-. “ Lumber shed addition to shop store dae 2, 000 
Anacostia . Extension and replacement of electric power facilities __ 7 ; 30, 100 
Litchfield Park Modification of garage . padathtnane ln i 12, 000 
Monterey .....| Enlargement of ready room, building 37 a 23, 725 
Construct warmup areas west end of northwest-southeast taxi- | 48, 300 
wav and east and west ends of east northeast-west southwest | 
taxiway. | 
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Minor construction for support of station operations, fiscal year 19556—Continued 


Station Description Amount 


Quantico Improvement and expansion of high-explosive magazine area $24, 150 
Johnsville._. Construction of radiographic inspeetion room, building | 38, 600 
Construction of high-explosive concrete arch-type magazines 48, 500 
Install ventilation ducting in power room, ground floor, building 2 000 
Lake Denmark.. Alterations and additions to utilities in test area SOO 
Erection of coal bunker roof 4, 500 
Patuxtent River Additional power supply, armament test 50, 000 
Electric power cable for deck installation, building 144 2, O00 
Additional terminal facilities FLOGWING 000 
Philadelphia Photographic services, relocation and consolidation in building 133 4, 340 
Point Mugu Install electric underground duets, Santa Cruz Island 5. 100 


Total for station 2, 000, 000 
operations 


Minor construction for operations and repair industrial plant projects 


Deseription Amoun 


Rearrangement of instrument shop, building No 
Rearrangement and expansion of aircraft electric shop, building 
No 
Expansion of carbon dioxide and oxygen shop, bui 
Procure and install automatic mechanical engine 
equipment (pilot iustallation 
Procure and install ceramic coating facilitic 
Corpus Christi Relocation and rearrangement of operatio 
Dual semiportable jet eagine test stan 
wckson ville Helicopter rotor blade test stand 
Procure and install petroleum products test laborat 
Lakehurst Installation of facilities for resin coating of engi | 
Establishment of modera and efficient batter | 
Norfolk Extension to paracaute loft and paracaute cleanin 
Establish ceramie coating pilot plat 
Pensacola Remodeling of builuing 18 anne 
Conversion of buildings 606, 607, and 630 to opera 
department us¢ 
Procure and install 30.ton capacity traveling bridge crane 
Plant rearrangement for manufacture of hook points, buildi 
NAFAC' 
Quonset Point Installation of fuel accessory test equipment 1) 
Provide adequate industrial power outlets and utilities in h I 21, 000 
area, building 60 
Relocation of material laboratory and plant maintenance sh« 3, 000 
San Diego... Modernization of powerpla it overhaul Saops, building 379 25, 000 
Rearrangemeat and expansion of electronics 8 10s 000 
Rearrangement and moderwization of saop to provide space for , 000 
major overhaul of helico, ter maia rotor blaues 
lest cell safety modification (phase LI } 17, 000 
Establish “explosion proof” booth to house flowmeter calibration 
unit 2, 000 
Secondary services and parts enclosure equipment for A/CO/H } 
assembly line 000 


] 


Philadelphia 


Total sei 570, 000 


MINOR CONSTRUCTION FOR GUIDED MISSLE PROGRAMS 


Sparrow 1, B activity 000 
2, © activities _. : 000 
Regulus 1, A activity 4 000 
1, training activity 000 


Total_.... J ‘ eau ‘ — 000 


' Name and location of station to be assigned by CNO, 
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1955 


Minor construction for operations and repair industrial plant projects—Continued 


MINOR CONSTRUCTION FOR SPECIAL DEVICES PROGRAM 


Station 


Brunswick 
Whidbey Island 
Barbers Point 
Hutchinson 


Description 


Modification of existing facilities 
do 
do 
do 


Amount 


$50, 000 
50, 000 
50, 000 
50. 000 


Oceana do sN°000 
Moffett Field lo 50. 000 
Jacksonville do 50. 000 


Total 350, 000 


MINOR CONSTRUCTION FOR GROUND ELECTRONICS COMMUNICATIONS AND 
LANDING AIDS 


Communications facilities | $210. 000 
Install 4 AN/URN-5 20. 000 
Install 4 AN/FRN-17 | 20, 000 


Total . 250, 000 
MINOR CONSTRUCTION FOR INSTALLATION OF AEROLOGICAL EQUIPMENT 


Continental installations $17. 000 
Extracontinental installations 3, 000 


Total - . 30, 000 


Total minor new 
construction 
costs pei 3, 400, 000 


of major repairs, fiscal year 1955 


Station Description Amount 


Alameda Replace deteriorated roofs on storehouse buildings 91 and 92 $23, 500 
Replace rotted foundation, Wave barracks building 78 20, 000 
Replace unsafe floor, south wing, building 138 , 300 
Replace tnsafe floor, south wine, building 140 , 300 
Repair deteriorated roof, Vernalia, Calif 2, O80 
Reseal joints, repair warmup apron and taxiway 23, 300 
Preservative repairs to secured buildings 34. 300 
Atlantic City Revlace deteriorated condensate return lines 27, 000 
Repairs to exterior structural members of BOQ and MOQ 27, 940 
Brunswick Overhaul cold-storage plant 3, 600 
Reconstruct taxiwav 8 to alequate bearing capacity 2B, 500 
Replace electric conduit in hangars 1 and 2 1, 400 
Chincoteague Rerlace deteriorated steam lines . 000 
El Centro Renmlace an ‘Vor repair evaporative coolers and space heaters , 000 
Rehabilitate warehouse brilding 517, squadron administration 
building 529, hangar building 502, barracks 543, for use by Fleet 
Air Gunnery Unit . 000 
Reseal new asphaltic runway, taxiway and road 26, 000 
Rehabilitate barracks 409 and administration building 38, 800 
Rehabilitation of facilities for NATTU target drone school 50, 000 
Repairs to asphaltic roads at NAAS and NATTI 3, 500 
EF! Toro Replace deteriorated vaporivers at butane tanks , 899 
Repair of fire damage to BOQ 36, 418 
Relocition of rotating light beacon . 500 
Glyneco Termite extermination and repairs - - 000 
Jackson ville Maintenance dredging, Mayport 000 
Replace damaged aircraft parking area east of hangar 124 . 000 
Redredge approach channel pier 139 to navigable depth 000 
Replace gasoline lines from pit 34 to operations and repair tanks 000 
Replace gasoline fuel lines to pits at seaplane hangars 000 
Repairs to drainage and paving. ALF Mayport 11, 800 
Kev West Roof repairs; cleaning and painting of structural steel in hangar at 49, 949 
; seaplane base 
Rehe bilitate AvGas supply and storage facilities for NAS seaplane 12, 066 
trase 
Reroof, clean, paint structural steel in hangar 2, building 131, BCF 22, 326 
Replacement of MAD facility at Boca Chica Field 17, 424 
Clearing and grubbing of end zones, approach zones, and opera- 37, 500 
tional areas, Boca Chica Field 
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List of major repairs, fiscal year 1955—Continued 


Station Description ; Amount 


Lakehurst Repairs to paved surface of Mat No. 1 $48, 940 
Relocation of quarters W from hazardous area 8, 500 
Cherry Point : Resurface damaged floor in engine test cell corridor and final 5, 800 
assem bly area in operations and repair building 133 
Roof repairs to various buildings , 900 
Repairs to damaged roads and streets 000 
Overhaul of wornout equipment in water treatment plant, build- 59, 000 
ing 117, and sewage disposal plant, building 178 
Repsirs to women’s toilet in operatior s and repair building 137 , 400 
Replace deteriorated siding, reroof buildings 154 and 155 31, 800 
Repairs and additions to station railroad facilities by replacing , 535 
rotted ties, ballast and restoring grade and alinement 
Repairs to infirmary, building 296 5, 500 
Repairs to tem perature-con trol devices in various buildings 7, 500 
Repairs and replacements to equipment in cold-storage building , 000 
156. 
Repairs to damaged streets in housing projects NC-31061 and , 400 
NC-31062 
M iami Rehabilitate electric distribution system and enlarge transformer 22, 000 
banks at Mainside 
Rehabilitate electric distributioa system, south field No. | 000 
Rehabilitate interiors of 70 buildings at Mainside and south field , 000 
No. 1 
Replace unsafe interior electric wiring in 16 buildings at Mainside . 500 
und south field No. 1. 
Repair roads at Mainside , 500 
Repait hangar aprons, and joint seal plane parking aprons, south 13, 755 
field 
Rehabilitate general mess building 66, Mainside 24, 475 
Replace steam distribution system and rehabilitate boiler plant , 600 
building 510, south field No. 1. 
Miramar Rehabilitation of railroad trackage , 500 
Moffett Field Replacement and reinforcement of telephone cables 50, 000 
Replacement of switch gear in building 10 000 
Replacement of overloaded electric cables and transformers 3, 400 
New River Runway repairs and resurfacing 48, 000 
Chlorination of existing water supply 4, 800 
Norfolk Rehabilitate Wave barracks U-4 000 
V-17, aviation material storehouse, general repairs 13, 000 
V-area bulkhead and paving repairs, first increment , 200 
SP-36 aviation storehouse, firewall repairs 25, 000 
V-H0 hangar and shops, replace steam condensate lines 5. 000 
SP-29 enlisted men’s barracks, interior repairs 600 
SP area plane parking area repairs, first increment 5, 000 
SP-1, 2 and 31 seaplane, repairs to roof and monitor 24, 000 
LP area plane parking area repairs, 2d increment 000 
U-16 and U-20 barracks repairs 000 
LP-area gasoline main replacement, 2d increment 800 
U, SP, and LP areas, reconstruct sewer lines 000 
S-26 and 27, hangar and paving repairs 000 
Replace barracks condensate lines 5, 000 
Quonset Point Carrier pier, reconstruct fender system, relocate utility piping 3, 000 
Activation of fuel service pits 600 
Repair exterior walls of various frame buildings 3, 000 
Replace damaged siding on exterior walls, BOQ 74 000 
Repairs to equipment in powerplant » 000 
San Diego Repair roof and skylight B-341, accessories building , 000 
Interim repairs to waterfront structures , 600 
Repair quay wall floodlight controls and equipment 25, 000 
Replace salt-water pipe and fittings, pier area 5, 600 
Quay wal! tunnel; paint piping and metal brackets; make general , 040 
repairs of leaks in tunnel 
Repairs to aircraft operating pavements , 100 
Seal joints in concrete parking areas, lst increment 25, OOO 
Repairs to approaches to seaplane ramps, North Beach 22, 500 
Sanford Repair wood trusses in buildings 3, 4, 5, 9, 9A, and 16, warehouses, 35, 000 
hangars, etc 
Santa Ana Reseal existing roads 27, 700 
Weeksville_. Repair moisture damage to station buildings 20, 000 
Rehabilitate underground steam distribution system 27, 790 
Dredging of channel to crash boat pier 8, 000 
Whidbey Island Rehabilitation of auditorium building 45, seaplane base , 800 
Replace wood stave water pipe with cement asbestos pipe, seaplane 28, 000 
base, 2d increment. 
Repairs to piping and anticorrosion program for underground 110, 100 
utilities, Ault Field and Seaplane Base 
Repair wooden floors in COM building 127 20, 000 
Relocate main transformer stations, Ault Field, seaplane base 36, 509 
Edenton Z J Preservation repairs to 58 building 66, 000 
Surface seal to runway 10-28 and reseal pavement joints in concrete 60, 000 
taxiway and apron. 
Repairs to dispensary building 34- - ; 4, 980 
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Station 
Agana 


Argentia 


A tsugi 


Barbers Point 


Bermuda 


Guantanamo Bay 
Iwakuni 
Kaneohe Bay 


Kodiak 


Kwajalein 


Midway 


Pearl Harbor 


Port Lyautey 


Sangley Point. 


Trinidad 


Roosevelt Roads 
Malta 
Johnsville 


Lake Denmark 


Patuxent River 


List of major repairs, fiscal year 1955—Continued 





Description ' Amount 
Repave Central Ave $14, 560 
Repair by replacement of deteriorated steam condensate lines, 2d 50, 000 
increment 
Reroof building No. 8, BOQ, Ist increment 9, 000 
Rehabilitate ship to shore outlets; replace cable and hose to ARD 7, 200 
and marginal wharf 
Repair storm drainsand provide additional drains due to construc- 40, 800 
tion of new buildings end roads 
Rehahi'itate 4 wings B« »Q, remove hazards and paint 40, 900 
Rehabtitate CPO galley and messhall, building 75, for health, 50, 000 
morale, and efficienev 
Rehahf'itate frume building No, 29 for auxiliary fire station 12, 000 
Rehabilitate Japanese constructed building No. 94 for furniture 24, 200 
storave 
Rehabilitate building 140 for utilities section 42, 800 
Renovete bom bproof underground AvGas storage tanks 16, 400 
Rehabtitate frame building 281, firehouse 23, 300 
Reinsnlate cold storage rooms, building No. 143 19, 179 
Reroofing buildings Nos. 187 and 143, dispensary and cold-storage 10, 560 
plant 
Replace hot-water pining in 4 enlisted men’s barracks and 1 BOQ 31, 166 
Replcerrent cf deteriorated nose hanger, building 7 99, 750 
Overhaul diesel engine No, 4 in powerhouse 9, 773 
Reactivation of bom bproof message center for operational readiness 9, 622 
Rehahi'itation of hangars 1138 and 1147 and doors 25, 000 
Repairs to aqua plant constructed in 1941 10, 500 
Renairs to sheet-metal roof and siding of utility hanger, building 12, 500 
No, 1123 
Repeirs to fender ni'ing 28, 000 
Renlacement of deteriorated roof, building No. 1101 25, 000 
Repairs to paving exst of building No. 122 30, 000 
Reseal asphalt-paved rood 5, 400 
Reneir road by paving with macadam 49, 900 
Rehabilitation of 3 warehouses, Nos. 805, 827, and 828 27, 000 
Rehabilitate transportation paint shop to meet safety requirement 9, 000 
Rehabilitate 16 quonset quarters, presently not habitable 59, 000 
Reroof 39 buildings, stop leaks and structural deevw 35, 190 
Alteration and improvements to existing dental clinic to meet base 28, 270 
reqrire-rents 
Rehabilitation of brackish water supply svstem 23, 000 
Rehabilitation of primary power distribution system to provide 40, 000 
adequate power 
Repairs to sheet piling, 2d increment 100, 000 
Rehabilitation of salt-water evaporative equipment 100, 000 
Reroofing of buildings with 4-ply roofs 93, 590 
Repairs to electrical distribution svstem to provide reliable power 24, 610 
Rehabilitation of magazines to usable condition 13, 000 
Repair and rehabilitation of ferry slip, ramps and dolphins 77, 400 
Replace deteriorated Fox piers 1, 5, 9, 12, 13, and fender piling 17, 690 
Reroofing of building No. 80, repair garage 6, 000 
Repairs to termite damaged structural members, building No. 79 10, 150 
Rehabilitation of French hangar to original state 10, 000 
Relo*ation of temporary structures in French hangar area to return 22, 000) 
ares to French 
Reroofing of existing warehouses with corrugated asbestos cement 50, 000 
roofi 1¢ 
Repaving of existing access lane to supply warehouse 32, 000 
Renovation of station telephone system to provide continuity of 39, 000 
Service, 
Recoat floor in C-6 galley, health hazard 9, 900 
Repair of pipe insulation in refrigeration buildings C-42, C-43, 10, 000 


and station galley refrigeration plant in building C-6 to avoid 
food spoilage 


Replace hot- and cold-water piping; hot water heating plant at 7, 200 
Marine barracks to reduce maintenance cost 
Repair, reroof, and paint NSD warehouses to stop leaks and 31, 000 
structural damage 
Repair of existing facilities 50, 000 
do 48, 000 
Replace doors, repair fire exists, buildings 1, 2, and 3 5, 400 
Patch station roofs, resurface sawtooth areas, buildings 1 and 3 28, 600 
Repair, resurface hangar roof, building 4 and 2 leantos | 11, 000 
Repairs and improvements to airfield drainage system 2, 200 
Replace wiring (Are hazard) building 2 30, 600 
Repairs to deteriorated station roads, total $178,000, Ist increment 100, 000 
Repairs to railroad trackage 96, 000 
Resurface parking apron with asphalt, armament test 17, 000 
Rehabilitate refrigeration equipment, cold storage plant 100, 000 
Rehabilitate and additional refrigerating equipment for supply 5, 500 
department | 
Recondition domestic water wells, replace casing, piping, sewers 18, 100 
Rehabilitate deteriorated frame Marine barracks and mess | 80, 480 
Membrane seal coat for asphalt-surfaced taxiways, plane parking 75, 000 
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List of major repairs, fiscal year 1955-—-Continued 














Station Description Amount 
Patuxent Repair coal conveyor in steam powerplant $20, 000 
Rehabilitation of messhall health, Ist increment 100. 000 
Philadelphia Rehabilitate, rearrange electrical distribution tem, abandon $1 y) 
substation building 80 
Rehabilitat« team distribution system to provide continuou 10, 700 
supply 
Rehabilitate heating system, building 601, to provide adequats 24, 225 
heat 
Reinsulate steam and return lines throughout NAMATCEN to 77. 000 
prevent future deterioration 
Rehabilitate railroad track bed, ballast, ties, track, et« 41, 840 
Point Mugu Replace deteriorated boat landing, Santa Cruz Island 00. 000 
Repair and replace washed out Beach Road 7. 000 
Repair, reseal unpaved roads, San Nicol Island 10. OOO 
Repair main road with asphalt emulsion il, Santa Cruz Island 108, 000 
Replace deteriorated water main to chemical laboratory 7, 300 
Anacostia Repairs to roof of Navy photographic center, building 168 29 O00 
Monterey Rehabilitate building 6, nose hangar, to avoid total lo 17. O75 
Quantico Resurface main road with asphaltie surfacir «0. 820 
Rehabilitate electrical distribution system by reloeating 20 9, 460 . 
switches from manholes to position above ground 
Rehabilitate galley ventilating systems to provide adequat« 13, 000 
ventilation 
Barin Field Rehabilitate main doors and interior of hangar 1235 20), 000 
Resurface runways west field, Ist increment $150,000 100, 000 
Rehabilitate barracks 1271 15, 600 
Resurface runways, east fleld, Ist increment $276,000 100. 000 
Cabaniss Field Modify operations control tower to provide adequate vision 5), OOO 
Chanye exit doors, install draft curtains in 7 building 11, 850 
Revamp electrical wiring system in building 513, safety 11, 260 
Replace deteriorated cooling tower of powerhouse, building 504 18, 020 
Corpus Christi Cathodic protection of aircraft fuel distribution, storage facilitie 15, 350 
reduce maintenance 
Rehabilitate gasoline distribution system, rebuild electric control 255, 900 
lines for gas distribution system in landplane area ifety and 
restoration, Ist increment, $331,000 
Resurface runways and parking area with asphalt, Ist increment 100, 000 
$724,580 
Replace portion of 3-inch rusted airlines for central powerplant to 7, 460 
seaplane hangars 43, 44, and 45 
Replace steam lines in seaplane hangar and yardcraft areas, Ist 04, 100 
increment 
Repair wooden trusses in small hangar, engine parts storage oper 6, 500 
sitions and repair building 8 
Repair steel breakwaters, B-32 and B-34 19, 200 
Corry Field Resurface, reseal runways, west fleld, lst increment $880,000 100. 000 
Hutchinson Replace steam distribution system, 2d increment, $467,300 100, 000 
Rehabilitate railroad trackage 20, 000 
Repairs to airfield pavements, 2d increment $289,000 100, 000 
i Kingsville Rehabilitate railroad tracks, reduce maintenance 0 000 
j Repair storm sewers 13, 000 
} Memphi Rer airs and improvements to heating plant S-75, adequate heat 44, 000 
| Cleaning main drainage ditches, flooding hazard 19, 000 
i tabilize runway shoulders, Ist increment 100, Onn 
j Pensacola Buildings 671 and 672, repair roof, roof tru $s, replace colurmns 100, 000 
| Replace or repair valves and fitting, water-listribution system 23, 900 
Repair highway bridge, structure 758 and railroad tract 2, 300 
Restore boilers 44 and 47, repair condensers on turbogenerator 6, 20, 400 
building 686 
Chevalier Field, repair, seal coat runways and taxiway 100, “00 
OLF Magnolia; clear approaches to meet glide angle requirements 16, 150 
OLF Canal; move power and telephone lines to provide required 40, 000 
clearance 
OLF Summerdale; clear approaches 20, 000 
j Rebuild boilers 26 and 40 in building 47 7, 200 
wifley Field Rehabilitate 6 refrigerator boxes, to avoid food spoilage 11, 000 
Whiting Field Repairs and renovation of infirmary, building 1116, to provide ade 25, 00 
quate u.edical facilities 
Columbus Resurface roadways, sidewalks, parking areas with 2-inch as 55, 912 
phaltic-concrete surface 
Reasphalt roofs of building 15, 212 
Glenview Repairs to central heating plant, replace catwalks and windows, 10, 600 
building 4 
Repairs to railroad tracks 14, 100 
Repairs to station runways, taxiways, aprons, 2d increment 100, 000 
$298,700 
Dalla Retiailitate enlisted mer barracks 5, 6, ar 7 25, 443 
Grossc [Tle temove overhead electric feewer line, ii. stall uncerground acro 25, 000 
i spproach runway 17 
Repairs to concrete slabs in lancing area 66, O00 
Los Alamitos W aterproof, seal exterior of 9 buil.ings 45,424 
Alterations anu repairs to electric Gistribution system 18,4 
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List of major repairs, fiscal year 1955—-Continued 


Station | Description Amount 
New Orleans Replace deteriorated primary electric cable_. $30, 400 
Seal asphalt runways 06-24 and 15-33 14, 500 
New York... Repairs to unit heaters in hangar B and building 74 to provide 14, 000 
adequate heat 
Repair water walls in B. & W. boilers, building 96___ 70, 000 
Repairs to sewage treatment plant, building 60, to assure con- 15, 565 
tinuous operation | 
Oakland. Rehabilitate dispensary buildings 21 to provide adequate medical | 7, 700 
facilities | 
Olathe __. Hangar rehabilitation, hangars 37 and 38, roofing; hangars 37, 38, 86, 880 
and 43, door repairs 
Infirmary rehabilitation, building 11, soundproofaudiometer room, | 11,935 
air condition ward A and examining room. 
Seatth Replace deteriorated utility lines under BOQ building 26 | 9, 700 
Replace obsolete power unit for standby generator ‘ 11,300 
Total major repairs 9, 500, 000 


Structural repairs requirements for fiscallyear 1955—Preservation repairs at inactive 
stations 


Buildings Aircraft 


and struc- | operating Total 
| Structures areas 
1, Former NAAS, Rodd Field, Tex $100, 000 $100, 000 
2. Former NAAS, Waldron Field, Tex 50, 000 | 50, 000 
2. Former MCAS, Eagle Mountain Lake, Tex 50, 000 $150, 000 | 200, 000 
4. Former NAAS, Cuddihy Field, Tex 38, 000 12, 000 50, 000 
5. Former NAAS, Quillayute, Wash 10, 000 10, 000 
6. Former MCAAS, Page Field, 8. C -_ | 40, 000 50, 000 90, 000 
Total 228, 000 212, 000 500, 000 
Grand total, structural repairs requirements 17, 000, 000 


TRANSFER OF FUNDS 


Senator Fercuson. I notice here you want to have a transfer of 
funds. It says add the following to the end of paragraph under this 
heading, it is aircraft and related procurement—this is the quotation: 

Provided that $700,000 of the foregoing amount shall be transferred to the 
appropriation ‘Salaries and expenses, Weather Bureau,” fiscal year 1955. 

Who can speak on this item and what is if for? 

Admiral CLexton. I can, Mr. Chairman. 

Senator Fercuson. Can you answer that? 

Admiral CLexton. Yes, sir. There are 17 sbips in this program 
that are to be active weather stations in the Atlantic and the Pacific. 
The ships are operated by the Coast Guard. 

The Navy appropriation ‘Ships and facilities, 1955,’’ has $15 million 
for the operation of these ships. 

However, the funds for the salaries of the Weather Bureau people 
were not included in the original budget and the President has sent up 
a document to the Senate, No. 124, dated May 20, and the appropria- 
tion “Aircraft and related procurement” was selected as the means to 
fund the salaries of those people. 

So that now with the 17 ships and the Coast Guard personnel and 
the Weather Bureau personnel taken care of, the United States 
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Defense Department will have a proper weather station reporting 
system for the year 1955. 

Senator Ferguson. What do you intend to do in next year’s 
budget? 

Admiral Ciexton. I would imagine in next year’s budget this 
particular item would be taken care of by the Department of Com- 
merce. 

Senator Ferauson. And under Coast Guard and be eliminated 
from your budget? 

Admiral CLexron. The operation of the ships would probably 
still be taken care of by the “Ships and facilities, Navy,” because 
this work is mostly for the Department of Defense. 

Perhaps even the salaries of these people could be put into this 
same appropriation, ‘Ships and facilities’ so that it would all be in 
one place. 

Senator Frrauson. So that you would retain it under the Navy 
because it really is not Coast Guard work in the sense of shore. 

Admiral CLtextron. The Defense Department derives the maximum 
benefit from this and that is the reason the money has been put in 
the Department of Defense appropriations bill. 

Senator Fereuson. Is there anything further? 

Admiral Cuexton. No, sir. 

Senator Ferguson. Thank you, gentlemen. 

Admiral Orstre. Thank you, Mr. Chairman. 


BuREAU OF SHIPS 


STATEMENT OF REAR ADM. BERNARD E. MANSEAU, USN, ACTING 
CHIEF, BUREAU OF SHIPS 


Surps AND FaciLities, Navy 


Amounts available for obligation 








Actual, 1953 | Estimate, 1954 | Estimate, 1955 


Appropriation or estimate $1, 200, 000, 000 $896, 400, 000 
Transferred to: 
“Claims, Department of Defense,’’ pursuant to 67 


$937, 000, 000 


Stat. 16 1, 000, 000 
“Military personnel, Navy,’’ pursuant to 67 Stat. 
16.. 140, 000, 000 
“Relief and Rehabilitation in Korea,’’ pursuant to 
Public Law 207 -18, 000, 000 
Adjusted appropriation or estimate é 1, 059, 000, 000 878, 400, 000 937, 000, 000 
Reimbursements from non- Federal sources... 777, 514 4, 000, 000 3, 400, 000 
Reimbursements from other accounts 112, 958, 036 115, 348, 000 90, 273, 000 
Total available for obligation 1, 172, 735, 550 997, 748, 000 1, 030, 673, 000 
Wnobligated balance, estimated savings (available for | 
administrative reappropriatioa in subsequent year) - —75, 069, 625 —12, 000, 000 
Obligations incurred. 1, 097, 665, 925 985, 748, 000 1, 030, 673, 000 


Comparative transfer from 
‘Goods and services paid by the Federal Republic 


of Germany and the Berlin Magestrat’’. 12, 490, 000 10, 840, 000 
‘*Loeal currency operations, Japan’’_. 6, 831, 000 “ 
“Research, Navy” 1, 911, 000 1, 986, 000 
“Servicewide operations, Navy’’. 204,902 .. 
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Amounts available for obligation 


APPROPRIATIONS, 


Actual, 1943 





C ! t 
1 facilitic Navy $00 
ring : . 222, 
Personnel, Navy 13. 








Na 1) I lexpens 413 
“Operati ‘ Energy Commis- 
si 1, 300, 
“Ordnance and facilit , Navy” 59, 
ch and lopment, Army 
Servicewide operations, Navy”’ 
Servicewide su ind finance, Navy’ 2, 740 





1, 114, 175, 





Obligations by activities 








000 
000 
200 
200 


ooo 


OOO 


000 


427 


Reimbursements from non-Federal sources are derived from 
3 Stat. 384 ilva ces, 62 Stat. 209; and assistance to Allie 
s included in total obligations herein for research 

for the proj new gl 


Description Actual, 1953 
Direct obligations 
Appropriated funds 
1. Maintenance and operation of active fleet $541, 760, 356 
29 Maintenance and preservation of reserve fleet 34, 674, 348 
Maintenance and operation of Naval Reserve 
vessels 5, 917, 564 
4. Fuel f hit 87, 654, 400 
5. Electron 78, 461, 72 
6. Fleet-support facilities 168, 596, 236 
7. Research and development 62, 209, 677 
8. Industrial mobilization 5, 492, 123 | 
1, Departmental administration 15, 583, 452 
Total obligations from appropriated funds 1, 000, 489, 877 
Reimbursements from non-Federal sources 
1. Maintenance an 1 operation of active fleet 748, 000 
6. Fleet-support facilities 29,514 
rotal reimbursements from non- Federal sources 777, 514 
lotal direct obligations 1, 001, 217, 391 
Ohligations payable out of reimbursements from other 
accounts 
1. Maintenance and operation of active fleet 62, 553, 998 | 
4. Fuel for ships 3, 500, 000 
5. Electronics 39, 396, 000 
6. Fleet-support facilities 5, 800, 000 
8. Industria! mobili*atior 1, 700, 000 
9. Departmental administration &, 038 
Total obligations payable out of reimbursements 
from other account 112, 958, 036 
Total obligations 1, 114, 175, 427 


Amounts included in total oblige 


the 


19 


Continued 


Estimate, 1954 


$133, 000 


1, 300, 000 


10, 000 
73, 000 
2, 031, 000 


995, 027, 000 


following: 


Estimate, 1954 


$495, 045, 000 
42, 658, 000 


6, 101, 000 
98, 535, 000 
2, 559, 000 
153, 817, 000 
63, 676, 000 
4, 300, 000 
13, 988, 000 





875, 679, 000 


4, 000, 000 


4, 000, 000 


879, 679, 000 


65, 858, 000 
3, 500, 000 
38, 673, 000 
5, 807, 000 
1, 500,000 
15, 000 


115, 348, 000 


0 


“Sale 
d Forces,” 64 Stat 
ind development are repeated in schedules 
continuing appropriation, ‘‘Research and development, Navy.” 


| 


| 
| 


995, 027, 000 





5 


Estimate, 1955 


$1, 030, 673, 000 


of personal 
1235. 


Estimate, 1955 


$514, 984, 000 
41, 850, 000 


8, 058, 000 
90, 021, 000 
48, 776, 000 
147, 499, 000 
66, 814, 000 
5, 800, 000 
13, 198, 000 


7, 000, 000 


3, 400, 000 


3, 400, 000 


940, 400, 0@0 


64, 300, 000 
3, 500, 000 

3, 000 
4, 200, 000 






90, 273. 000 


1, 030, 673, 000 


tions herein for research and development are repeated in schedules 


submitted for the proposed new single continuing appropriation, ‘‘Research and development, Navy.” 
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CONSTRUCTION OF Suips, Navy 


Amounts available for obligation 














ara Estimate Estimate 
Actual, 1953 1954 19 
Appropriation or estimat $52 72. 000 $56, 700, 000 $57, 600, 000 
Prior year balance availabk 34, 133, 044 16, 497, 738 12, 790, 000 
Potal available for obligation 86, 406, 044 73, 197, 738 70, 390, 000 
Balance available in subsequent year 16, 497, 728 12, 790, 000 5, 000, 000 
Obligations incurred 69, YOR, 306 60, 407, 738 65, 390, 000 
” 
Obligations by activities 
al 
1S Description 1953 actual | 1954 estimate | 1955 estimate 
1. Fiseal vear 1948 program $13, 565,315 $14, 556, 903 $161, 000 
2. Fiscal year 1949 program }, 149, O88 6, 101, 619 135, 000 
3. Fiseal year 1950 program 6, 791, 357 10, 288, 736 15, 041, 000 
4. Fiscal year 1951 program 46, 401, 646 29, 460, 480 50, 053, 000 
Obligations incurred 69, YOS, 306 0, 407, 738 65, 390, 000 
SHIPBUILDING AND CONVERSION, Navy 
D . , 
0 Amounts available for obligation 
0 
0 1953 actual | 1954 estimate | 1955 estimate 
() 
() 
0 Appropriation or estimate $511, 938, 000 | $720, 000, 000 ($1, 042, 400, 000 
) Pransferred to ‘‘ Facilities, Navy,’’ pursuant to annual appro- 
0 priation acts 1, 319, 450 300, 000 1, 250, 000 
) Adjusted appropriation or estimate 510, 618, 550 719, 700,000 | 1,041, 150, 000 
Prior year balance available 242,831,696 | 276, 623, 526 218, 042, 536 
Balance transferred from ‘‘Ordnance for shipbuilding and con 
) version, Navy,’’ pursuant to Public Law 179 | 96, 980, 451 
Reimbursements from other accounts 41, 153, 278 2, 833, 915 
) lotal available for obligation 794, 603. 1, 005, 137, 89 1, 260, 092, 536 
Balance available in subsequent year 276, 623, 5: 218, 942, 536 264, 721, 736 
) 
Obligations incurred 517, 979, 998 876, 195,356 | 905, 370, 800 
Comparative transfer from ‘‘Ordnance for shipbuilding and | 
conversion, Navy”’ 100, 977, 171 
) Total obligations 618, 957, 169 876, 195, 356 995, 370, 800 
) 
) 
) 
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Obligations by activities 


Estimate, 


| 
| Actual, | Estimate, 
1955 


Description | 1953 1954 





Direct Obligations | 
| 
| 


Fiscal year 1952 program: 


Vessels___. $139, 939,388 | $122, 016, 566 $165, 326, 000 

Ordnance. | 46,770,087 | 21,670,000 15, 000, 000 
Fiscal year 1953 program: 

Vissels___. 293,353,610 | 197,728, 790 65, 800, 400 

Ordnance . 41, 207, 084 9, 700, 000 4, 000, 000 
Fiscal year 1954 program: | 

Vessels___. 468, 193, 000 | 15, 960, 400 

Ordnance | 40, 261, 000 | 15, 000, 000 
Fiscal year 1955 program: | 

a ‘ 629, 299, 000 

Ordnance. | 70, 780, 000 


Total direct obligations aia 521, 270,169 | 859,569,356 | 981, 105, 800 


Obligations Payable Out of Reimbursements From Other | 
Accounts 


Fiscal year 1952 program: Vessels in se 13, 987, 000 14, 265, 000 
Fiscal year 1953 program | 

Vessels___. ka “ 84, 687, 000 jam ae 

Ordnance : 13, 000, 009 |. Pet EE 
Fiscal year 1954 program: Ordnance _- ied | 2, 639, 000 
Total obligations payable out of reimbursements from | 

other accounts 97, 687,000 | 16, 626, 000 | 14, 265, 000 

Total obligations . | 618,957,169 | 876, 195, 356 995, 370, 800 


GENERAL STATEMENT 


Senator Frrcuson. Will you proceed, please, Admiral? 

Admiral Mansrav. Mr. Chairman and members of the committee, 
Ifappreciate the opportunity of appearing before you to explain the 
program that we in the Bureau of Ships in conjunction with the Chief 
of Naval Operations have planned for fiscal year 1955. The entire 
program is designed to be financed by three appropriations for which 
the estimates have been forwarded to you. The need for every dollar 
included in these estimates has been carefully reviewed. I believe 
you will find that the Bureau of Ships has cut its budgetary require- 
ments to the bare minimum necessary properly to execute this pro- 
gram. 

Broadly speaking, the estimates — we are prepared to justify 
will support two major program areas The first is new construc- 
tion and conversion of ships. This aphasia is designed to provide 
the Navy with those new or modernized vessels whic h are considered 
essential to prevent bloc obsolescence of the fleet. The second major 
program is maintaining and operating the fleets. Subsidiary to this 
program is the requirement that the Bureau of Ships provide for the 
maintenance and operation of a Shore Establishment which is among 
the 10 largest industrial organizations in the United States. 

In both of these areas we are planning aggressive and forward- 
looking projects for fiscal 1955. The shipbuilding program includes 
a new Forrestal-type aircraft carrier and three new submarines. 
Our destroyer and destroyer-escort forces require strengthening 
with new ships which will incorporate the latest developments in 
these types of vessels. Under the conversion program it is planned 
to give four carriers the so-called canted deck and to convert another 
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carrier to an assault helicopter transport capable of launching a 
marine combat unit for assault operations. In addition to these 
types, other vessels will be converted to radar pickets and one sub- 
marine will be converted for launching guided missiles. 

We are also asking funds to remove the diesel engines from a 
destroyer escort and to replace them with a new powerplant that has 
never been tested in a naval vessel. The new plant is a gas turbine 
an engine which embodies the jet principle but instead of producing 
power by means of thrust, the power is delivered through gears to the 
propeller. The use of gas turbines aboard ships is presently being 
given very serious consideration by the Navy due to the large amount 
of power they are capable of delivering in comparison with their size 
and weight. The conversion in the 1955 program is considered 
particularly important because it will give the Navy several years of 
advance experience in the use of such engines aboard ships. 


LEAD TIME 


It should be remembered that ships have the longest procurement 
lead time of any military equipment. Construction varies from 2 to 
5 years depending on the type of vessel. Naturally, this presents cer- 
tain problems in budgeting. The most difficult of these is the fact 
that scientific advances do not cease when the keel of the ship is laid. 
Every attempt must be made to incorporate the latest improvements 
into vessels during construction or conversion. The best estimate of 
the cost of a ship may be entirely inadequate if subsequently it is 
decided to add such things as newly developed but high-cost elec- 
tronic equipment which had not originally been planned. The Chief 
of Navel Operations, the technical experts in the Bureau of Ships, 
and the forces afloat are constantly producing and evaluating new 
ideas, new tactics, and new equipments. From this vigorous and 
never-ending effort to keep the Navy in top fighting condition come 
new and expensive requirements for additional equipment. The 
Bureau of Ships is thereby forced to reprice the cost of ships building 
from time to time. We are making every effort to keep repric ing re- 
quests to a minimum. However, the estimates for fiscal 1955 inc lude 
a sum for repricing which will be fully supported with data showing 
each individual project in which it is required. 

Let me add, before we leave this subject of new construction, that 
one of the problems we have been faced with in letting contracts has 
been the delay in drawing up construction plans and specifications 
following congressional approval of our construction program. This 
has repeatedly caused delays of up to a maximum of 9 months in 
letting ship-construction contracts. Not only has this delayed the 
addition of these vessels to the fleet but it has also tended to dislocate 
unduly the fiscal processes which follow appropriation of funds. We 
are, therefore, requesting Congress to authorize the Bureau, under 
its construction and conversion program, to proceed with plan de vel- 
opment for advance design of ships planned for subsequent years’ 
programs. It is anticipated that savings in overall costs will result 
from availability of greater detail at time of bidding and from a 
shortened construction period that this feature makes possible. 
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SHIP MAINTENANCE AND OPERATION 


In addition to building and converting ships, funds appropriated to 
the Bureau of Ships provide for maintaining and operating the ships 
after they have joined the fleet. In carrying out responsibilities in 
this connection, we are confronted with the continuing problem of 
depreciation. ‘The peak-construction year for today’s Navy was 1943. 
Based on an average vessel life of 20 years, today’s fleet stands more 
than half way through its life. Increasing age of vessels tends to 
increase the cost of repairing them. The Bureau is attempting to 
offset this factor by improved work methods at its repair activities, 
but, nevertheless, the problem of the aging fleet is one with which we 
must contend. 

In fiscal year 1955, we are planning on having 1,080 ships in the 
Active Fleet. This figure represents the surface and undersea striking 
power of the United States Navy. These vessels provide a highly 
mobile force capable of immediate deployment to any acc essible 
waters on earth. In addition to the Active Fleet vessels, the Bureau 
of Ships will maintain 1,362 ships of the Reserve Fleet in a state of 
preservation and readiness which will enable them to join the fleet 
with a minimum delay. The value of the Reserve Fleet was demon- 
strated in the early days of the Korean crisis when, in a space of 12 
months, the Navy was able to add over 400 ships to the Active Fleet. 
Such an increase would have been impossible without the Reserve 
Fleet. 

As part of our maintenance responsibility we support a vast network 
of naval activities which are widely distributed throughout the world. 
These activities perform repairs for the fleet, modernize vessels, handle 
research and development work, and provide logistic support for 
international naval commands. It is in controlling its field activities 
that the Bureau brings to bear its capacity for large-se ‘ale management 
and is put to the test of providing the drive and incentives for improve- 
ment in productivity. 


PROMOTION OF ECONOMY 


We have employed many methods for promoting economies at our 
field activities. A new system of production control, an extremely 
active beneficial suggestion program, conversion of the naval ship- 
yards to the industrial fund system of accounting—these are only a 
few of the many ways in which the Bureau has sought and will continue 
to seek economy and efficiency in its operations. By June of this year, 
the number of civilians employed under the Bureau’s personnel ceiling 
will have dropped to 136,000 from 157,000 employed in January 1953, 
a decrease of 21,000 persons. 

Within the Bureau of Ships in Washington there has been a similar 
decline in employment. In January 1953 employment under the 
Bureau’s appropriations stood at approximately 4,200. By June of 
next year, it is planned that the Bureau will employ only 3,800 civil- 
ians, 400 less than at the earlier period. Other steps taken within 
the Bureau to promote better administration include installation of 
a faster procurement cycle, reduction in the number of letter contracts 
and unpriced amendments, reduction in inventory of equipment, 
components and repair parts, and vigorous standardization and cata- 
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loging programs. In these and many other ways, we are promoting 
more efficient administration and overall economies. 


PRIVATE SHIPBUILDING INDUSTRY 


In addition to the questions already discussed, I should like to 
mention one other which is of great concern to the Bureau of Ships. 
We have a keen interest in maintaining the private shipbuilding 
industry in a condition which will make it available upon mobilization 
for work on the Navy’s ships. Commercial ship construction is 
presently at a low ebb and commercial yards are finding it hard to 
make ends meet. During fiscal year 1954 the Bureau assigned all 
of its new construction and a larger proportion of its active and 
Reserve Fleet overhauls to private shipys ards. It is planned to con- 
tinue this policy during fiscal year 1955 and thereby help maintain a 
ready additional source of shipbuilding f facilities and know-how for 
the Nation should an emergency arise. 

As I mentioned earlier, funds are made available to the Bureau of 
Ships in three separate appropriations. ‘Two of the three appropria- 
tions are for shipbuilding and conversion. The appropriation ‘‘Ship- 
building and conversion, Navy” finances our current building program, 
and the budget estimate is $1,042,400,000. Under the appropriation 

“Construction of ships, Navy”’ we are requesting additional funds for 
re pric ing prior vear programs in the amount of $57,600,000. 

The other appropriation “Ships and facilities, Navy’? maintains 
the fleet and the Shore Establishment of the Bureau. Funds requested 
under this appropriation amount to $818,681,000. 

Each of the estimates has been rigorously screened many times 
during repeated and exhaustive reviews within the Bureau of Ships 
and at higher levels. We believe that the funds requested represent 
the minimum amount necessary to enable the Bureau to carry out its 
mission in support of the Navy. The House of Representatives has 
carefully considered our budget and they have seen fit to endorse it 
and to forward it for your consideration without significant change 
to our basic program. I, therefore, do not propose any reclama of the 
action by the House of Representatives. 

The budget books which have been provided to you contain detailed 
information indicating the scope of our program, and the financial 
requirements for its execution. In addition, we have full and com- 
plete data that will permit more thorough examination of any of the 
program areas with which you may be particularly concerned. | 
welcome your review of our program and I[ am here to assist you in 
any way in carrying out your examination. 


SUMMARY OF STATEMENT 


Admiral Mansravu. The statement can really be summarized in 
one short paragraph. That is to say, that each of the items we have 
has been rigorously screened many times during repeated and ex- 
haustive reviews within th Bureau of Ships and higher authority. 

We believe the funds requested are about the minimum that we 
require to enable the bureau to carry out its mission in support of 
the Navy. 
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We suffered no reductions in the House that had any real bearing 
on the programs for which the Bureau of Ships is responsible. 

We did suffer a reduction, but they did not reduce our basic pro- 
grams so that we do not have any reclama. 


DEVELOPMENT OF ADVANCED SHIP DESIGN 


Senator Ferauson. There is an amount of $3,537,000 in current 
request for ‘Development of advance ship design.’”’ Is this an entirely 
new program and, does it contemplate using civilian industry on a 
contract basis for the drawing up of such plans and specifications? 

Admiral Mansgravu. This is a new program from the point of view 
of timing, since it would make design money available prior to vessel 
authorizations. After the initial appropriation of funds in this area 
for “Construction plans,’’ the individual estimated costs of ships in 
subsequent budgets will be correspondingly reduced by the amount of 
funds previously appropriated for the preparation of these detailed 
working plans. 

The funds are being requested for the initial ‘‘construction plans”’ 
required to initiate actual construction or conversion of ships prior to 
authorization in a specific shipbuilding program. ‘These designs are 
limited to development of working plans required up to the point of 
keel laying. It is essential that provision for early preparation of 
working plans be undertaken because of the major delay that results 
from the appropriation and apportionment cycle which has the net 
effect in the shipbuilding program of delaying progress of actual ship 
construction after authorization of upwards to 9 months in each annual 
supplement to the shipbuilding program. It is contemplated that 
the work involved will be performed by private industry. 


FUND FOR REPRICING FORMER PROGRAMS 


Senator Fer@uson. There is a substantial sum included for repric- 
ing of prior year programs in this current estimate in the amount of 

$196,836,000. What is this increased amount for prior year programs 
attributed to? 

Admiral Mansravu. The need for additional authority to complete 
authorized vessels (repricing) can be attributed to a number of factots. 
Ships have the longest procurement lead time of any military equip- 
ment, with construction varying from 2 to 5 years depending on the 
type of vessel. Scientific and technological advances do not stop 
when work is started on a vessel, and, in order to provide the fleet 
with a ship of the latest type instead of a ship that is already approach- 
ing obsolescence when it joins the fleet, it is necessary to incorporate 
these advances in the ships. The incorporation of these advances 
require additional obligational authority which was not contemplated 
at the time of the original estimate. Further, as work progresses on 
the ships, more detailed knowledge of the nature and costs of work 
becomes available and in turn requires adjustment of the estimate so 
that the latest cost may be determined. A ship is in the nature of a 
tailored product rather than a mass produced item and many adjust- 
ments in such things as physical characteristics, electronics, armament 
and other equipment must be made as work progresses. Repricing 
also includes requirements for additional funds to cover increased 
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costs of labor and material. As an aid in determining these increases 
the Bureau of Labor Statistics provides the Bureau with cost indexes 
for labor and material from which a composite index is developed. 
This index is then used in reflecting the general price level increases 
which have occurred prior to the end of fiscal year 1953 when the 
estimates were revised. Repricing does not include an estimate for 
price increases that may occur in the future. All the above factors 
are considered on a ship by ship basis. The summation of these 
individual amounts determine the total repricing for the appropriation. 

Senator Ferauson. What actions are being taken to prevent price 
increases? 

Admiral Manseau. The Bureau of Ships cannot prevent price 
increases. ‘The Bureau does not have any control over the increases 
in labor and material that occur in the economy as a whole which 
in turn are reflected in the cost of building ships. However, in those 
areas Which can be controlled, the Bureau makes every effort to 
adhere to the most economical standards consistent with military 
requirements. Special controls govern the use of overtime or extra- 
pay shifts'not only for Government personnel but for work done by 
private contractors when labor costs either directly or indirectly 
affect the price the Bureau must pay. All changes of design or 
specifications are thoroughly evaluated to determine whether or not 
the benefits that will accrue from such changes warrant an increase 
in cost. Wherever practicable and consistent with mobilization poli- 
cies bulk-buying is used for procurement of equipment, thus reducing 
the cost of individual items. Contracting policies and procedures 
insure the most economical procurement within the framework of 
given requirements. 

REPLACEMENT RATE 


Senator Frerauson. What is the annual replacement rate required 
to keep the fleet modern? 

Admiral Mansrav. $1.7 billion to replace active fleet of same 
general types. 

Senator FerGuson. What is the rate contained in this bill? 

Admiral Mansgeav: $859.8 million in this bill; approximately one- 
half of the rate required. 

Senator Frereuson. Has all the tonnage been authorized for the 
ships in the fiscal year 1955 program? 

Admiral Mansgau: No; H. R. 8571 passed by the House would 
provide adequate tonnage for all categories included in this appro- 
priation request but not covered by balances available from existing 
legislation. 

Senator Fercuson. What are the citations of law that authorize 
the tonnage included in this estimate? 

Admiral Mansgavu. Public Law 3 (82d Cong., approved March 10, 
1951); Public Law 666 (77th Cong., approved July 9, 1942); Public 
Law 135 (73d Cong., approved March 27, 1934); Public Law 319 
(80th Cong., approved August 1, 1947) provide adequate tonnage for 
all categories except patrol and mine warfare vessels. These latter 
categories are covered in H. R. 8571. 

Senator Frrauson. What is the status of completion of ships in 
past building programs? 
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Admiral Mansrav. I will give you the status of the postwar ship- 
building and conversion programs as of May 1, 1954. 
(The information requested follows:) 


New construction 
Total ; ' al | Conver- 
vessels : Service sion, ships 
Ships and other | 
small craft 


Program 


CONSTRUCTION OF SHIPS, NAVY 


1948 program | 


Total ; 26 10 | 0 16 
Completed 24 | 8 0 16 
Incom plete J 2 2 | 0 


1949 program | 
Total 21 4 | 0 | 17 


Completed 21 4 | 0 17 


Incomplete 0 0 0 0 


1950 program 


Total 5 13 2) 2 Q 
Completed 10 1 | 0 | 9 
Incomplete... 3 1 | 2) 0 

1951 program | ai i 4 

Total. _.... is a 325 29 | 122 174 
Completed 306 | 11 | 121 | 174 
Incomplete... -.. 19 | 18 1 | 0 


SHIPRUILDING AND CONVERSION, NAVY | 


1952 program | 
Total ia 327 55 | 63 209 


Complete joa 221 16 | 30 175 
Incomplet« 106 39 33 34 
1953 program | } 
Total : 393 | 39 | 350 4 
| On Bmlnbiabinatin 
Completed 28 0} 26 | 2 
Incomplete 365 39 | 324 2 
3 —4 ——— - = = = 
1954 program | | 
Total 176 19 | 150 | 7 
‘ » I ‘ =" ‘ 
Completed 0 0 0 | 0 
Incomplete 176 19 | 150 | 7 
Grand total, postwar shipbuilding and conversion pro- | | 
grams 1, 281 158 | 687 | 436 
Completed it 610 40 | 177 393 
Incomplete . ‘ 4 671 118 510 43 


Note.—Status of completion represents physical completion only. 
CONSTRUCTION OF SHIPS, NAVY 


Senator Fercuson. In this program you are asking for $57,600,000 
in the request before the Congress. Is this money needed to finance 
obligational authority for which cash has not been provided? 

Admiral Mansnavu. The requested amount of $57,600,000 repre- 
sents an increase in fully funded obligational authority and does not 
cover the funding of unfinanced contract authorization granted in 
prior years. 

The 1955 budget originally contained a request for $11 million in 
cash to liquidate unfinanced contract authorization applicable to the 
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1948-50 programs. This item was deleted by the House of Repre- 


sentatives, and inasmuch as the present appropriation augmented by 


the proposed repricing of $57,600,000 will contain sufficient cash to 
meet estimated expenditures during fiscal year 1955, no restoration of 
the $11 million item is requested. 

Senator Ferauson. To what do you attribute the increased cost? 

Admiral Mansrau. The need for repricing of this appropriation 
can be attributed to a number of factors. Where work has progressed 
to the point where actual costs become known, estimates have been 
revised to reflect these actual costs. Refinements of design based on 
the latest scientific and technological advances have been incorporated 
in the estimates. This insures that ships that join the fleet have 
embodied in them the latest improvements. Dus to the long period 
required for construction, charges in costs have occurred as a result of 
elimination of unpecessary equipment and materials, changes in 
physice] charecteristics, armament, electronics and other equipments, 
and delays in ship completions due to nonavailability of critical 
materials and componerts. To aid in reflecting the increase in prices 
of labor and material the Bureau makes use of a composite index 
based on indexes for labor and material furnished by the Bureau of 
Labor Statistics. ‘This index provides information as to price changes 
that occurred prior to the end of fiscal year 1953 when the estimates 
were revised. ‘These adjustments do not include an estimate for 
future price increases. Further, final negotiations on contracts have 
provided a firmer cost for some ships. All the above factors have 
been considered on a ship-by-ship basis, the summation of the 
individual amounts being the repricing requested. 

Senator Frrauson. Do you anticipate any additional cost in- 
creases? 

Admiral Mansgavu. At the present time additional cost increases 
are pot enticipated. However, many contracts have not yet been 
finally negotiated with private shipbuilders for the construction or 
conversion of ships in programs under this appropriation. 

The Bureau of Ships wishes to go on record at this time to state 
that, although additional cost increases are not presently apticipated, 
possible price rises may be generated in the area of escalation for labor 
and materials costs, and design changes. 

These factors may be responsible for repricing in subsequent fiscal 
year budget submissions, 


SHIPBUILDING IN FOREIGN PORTS 


Senator Fercuson. Of course, we hear a great deal about ship- 
building in foreign ports, Admiral. ] wonder how many ships we are 
building in foreign ports, if any, for the American Navy or consump- 
tion. 

Admiral Mansravu. We are not building any ships in foreign coun- 
tries for operation by the United States Navy. Those ships built in 
foreign countries are for MDAP. 

Senator Ferguson. That is purely an offshore procurement for 
foreign authorization under the foreign authorization bill. 

Admiral Manspavu. That is right, sir, and they are paid for by 
appropriations other than Bureau of Ships. 
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Senator Fercuson. We had in the Small Business Committee last 
week a hearing on tugboats. 

Admiral Manseau. Yes, sir. 

Senator Ferauson. Are you familiar with it? 

Admiral Mansegav. Yes, sir. 

Senator Fercuson. I wish you would review that record. I 
think it is very important. 

Do you know what happened? 

Admiral Manseav. Yes, sir; I was the witness at the hearing. 

Senator Frrcuson. Will you tell us here on this record? That 
record is in the Small Business Committee. 

Admiral Manseav. In one of our many programs for the procure- 
ment of small craft, contracts were made with shipbuilding companies 
which we classed as small companies. 

On the whole we have had very good success, I would say, in getting 
our procurements about as planned. ; 


TUGBOAT PROGRAM 


In the case of the 65-foot tugboat program, contracts for the tug- 
boats were distributed among 5 companies. Those five companies 
on the whole do not enter into programs for other type boats. 

There were 1 or 2 that do have other contracts to build other than 
65-foot tugboats. Those that had the greatest difficulty have the 
65-foot tugboats and nothing else. 

All five of the companies have suffered financial difficulties in certain 
degrees. They vary between the companies. 

Two of the companies have gone bankrupt. One company is in 
very serious financial difficulty and may or may not be able to finish 
their contract. 

Of the two companies that have gone in bankruptcy, in the case 
of one, their contract is being completed by another company, a small 
company in Florida. 

In the case of the American Boiler Works, their contract I think will 
be completed by another company and that company will be chosen 
very shortly. 

In the case of the Smith Basin Co. in Florida, we don’t know how we 
will finish the boats. 

The major difficulty those companies have experienced stems from 
a great variety of sources. 

Senator Frrauson. Admiral, of course I am interested in both, 
being chairman of that subcommittee and now of this committee. 
On the record I must say I am disturbed with that record. I do not 
think it is a good one. it does not stand up to what we expect from 
the United States Navy. 

Admiral Manseau. Yes, sir; well, we are disturbed about it, too. 

Senator Ferauson. I wondered what steps we can really take now 
to see that this thing could not happen again. 

I must say that I think it shows very poor supervision of the letting, 
not only the letting of the contract, but the drawing of the plans, the 
whole procedure. 

I know you sat through those hearings and you must have been 
disturbed at that, too. You were not responsible for it. 
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Admiral Mansravu. We have been disturbed throughout and we 
have learned an awfully lot as to the reasons for the difficulty and we 
have evaluated 

DIFFICULTIES OF BIDDERS 


Senator THyr. You say you have learned a lot as to the reason for 
the difficulties. Would it not be well that we have that amplified a 
little so that we would know what the reasons are? 

Unfortunately, | have not seen the record, nor was I present. 

Senator Ferauson. The Senator from Minnesota is the chairman 
of the Small Business Committee. I was only chairman of the sub- 
committee, so he is greatly interested in both angles. 

You see, some people said, well, that is only the Small Business 
Committee looking out for those who build the boats, that they did 
not lose money and the contracts were proper, but then we come 
back in in our minds and see there is a great chance for a waste of 
money in this kind of procedure. So we are two ways in this matter. 

Admiral Manseav. The difficulties stem primarily from the fact 
that the companies selected for different contracts are marginal 
builders. Some have done good worl and will make out reasonably 
well. Some will not. 

I think we could have done a better job at the outset in screening 
the ability of the prospective contractors. That is a matter of opinion. 
It was determined at the time that, all things being considered, it was 
indicated that the awards go where they did. 

There were difficulties because of the speed with which the contracts 
were let and the desire to speed up the program (since the small 
builders did not have design divisions, or a design organization) a 
contract was let with an independent design agent to draw the working 
plans, which the contractor uses in order to do the day-to-day work 
of building. 

The working plans, although started reasonably early, were slowed 
up pending the procurement of components to go in the ships. 

As the bids were received for the components to go in the tugboats, 
in many cases those components were different from what were orig- 
inally anticipated, or maybe they were not anticipated at all and the 
working plans had to be held up until the engines, for example, were 
selected. 

Senator Tuye. What was the reason that this unusual type of 
construction crept into this contract? 

Admiral Manseav. It is not unusual, sir. It is a matter of degree. 
The contractors had contract plans and specifications which defined 
the job on which they bid. 


CHANGES IN CONTRACT 


Changes came along. They also changed the contract in most 
cases. So that, stric ‘tly spe raking, the contractors had good guidance 
as to the contract provisions and our contracts do provide for changes 
in the contract as basic changes in specifications take place. 

Sut there was a holdup, you might say, because of a little more 
delav than we usually experience in getting the working drawings out, 

Senator Fereuson. To me there was no excuse for that. 1 will say 
that on the record. 
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You know, we have to be frank to each other. Here was-a man 
who was getting all his expenses, all his overhead, everything, getting 
7 percent profit, an outside firm, private industry. They should 
have been able to provide the plans within time. This should all 
be thought out before we get in such a position. 

Admiral Manseav. That is one of the things we are doing in order 
to improve future situations. I think we will have some lead time 
for starting working plans, whereby the working plans will be started 
a little bit earlier so that come time for the contractor to start building, 
he has something more definite in the line of drawings. 

Senator Taye. In order that I may have a further understanding 
of the question, what was the need of the rush there that did not 
permit the full development of a plan before the contract was let? 
What was so unusual about this that should make the Navy move 
in without complete and full plans and some knowledge of performance 
before the contracts were let? That is the question that strikes me 
because we were not faced with any grave emergency; we were not 
faced with a D-day, or anything of that nature, certainly. 


URGENCY OF SITUATION 


Admiral Manseavu. No, sir; but the sign of the times in those days 
was urgency; | remember very distinctly that many times we were 
told to operate with a sense of urgency and although it developed 
that maybe it was not as urgent as we figured it might be, the idea 
was to get as much work as possible out of the way as fast as we 
could, because we had a very large program. 

As I remember, the Bureau of Ships was letting around 25 ship- 
building contracts a month, of which this was one. It was a very 
low-priority program in comparison with the others, but as regards 
the other point and the working plans, that situation is really not so 
unusual as people might think. 

The basic reason why the difficulty developed was the lead time on 
the tugboats; being a smaller job, I am afraid we accepted a delivery 
time much too short taking into account the matter of procurement 
of components and preparation of working plans. 

Senator Fercuson. They had to take them at a price. They had 
to put them in mass production, line production, and then they come 
along and find that it is impossible to do that. 

You let the contract in June and they called for next April delivery. 
This was in 1951. We are getting deliveries now. 


DELAY OF DESIGN AGENTS 


Admiral Manseav. That is right, and part of that was due to delay 
on the part of the design agents in getting out the working plans in 
time, the procurement of: hard-to-get components and in some cases 
the evaluation of components after the bids were received, whether or 
not to take a certain engine with consequent plan changes, or take the 
General Motors engine which one of the earlier boats had. 

I think the difficulty stemmed from the short delivery time in the 
face of drawing working plans by third parties and buying components 
which, in some cases, take almost as long to build as the ship. 

So we recognize that there are a lot of things that were done then 
that had we to do it over again we would do it differently. We have 
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set up systems in conjunction with the Army and Air Force whereby 
we have a much better coordinated program. 

I think we will think many times, 2 or 3 times, before we go to an 
independent design agent and have a cost-plus contract with him to 
supply plans to fixed-price contractors. 

Our general policy is to let the contract for the working plans to one 
of the builders. Wherever a builder has a design shop, is capable of 
drawing the plans, he will get the working plans to do along with the 
building job and he draws plans for himself; for a small fee those plans 
can be made available to other follow yards if they want to use them. 

A working plan is really one of the tools that the contractor uses 
and really should provide for himself, just like a plumber when he 
goes into a plumbing job he will draw himself a little sketch before 
he cuts himself a piece of pipe. 

That is generally descriptive of the working plan. It is entirely 
different from the plans on which a ship is bid. Senator, I am sure 
we have adopted procedure to keep this type of situation under 
control. 

Senator Frercuson. On these ships that are being built in foreign 
ports, | wish you would furnish for the record the number and the 
place where they are being built and the prices compared to what 
it would have cost in this country. I think we should be able to 
show the people that reason. 

Admiral Mansrav. Yes sir; a table will be furnished to the com- 
mittee. 

(The table referred to was filed with the committee.) 


PORTSMOUTH, N. H. SITUATION 


Senator Bripexs. In a letter dated Septeniber 24, 1953 to me, 
Admiral Clexton wrote: 

Bevond fiscal year 1954 the Bure&u of Ships will exert every effort to maintain 
a stable workload and em; loyment level at Portsmouth to the extent that the 
requirements of the fleet and the availability of funds permit. 

Do you believe a stable workload and an employment level will 
be maintained at Portsmouth during the remainder of this year and 
through fiscal year 1955? 

Admiral Manseav. Based on analysis of the present program, it 
appears that the workload at Portsmouth will be reasonably stabilized 
in fiscal year 1955; however, with such a stabilized workload it can 
always be expected that employment will fluctuate as much as 10 
percent due to variations in the schedule of work to be undertaken. 

Senator Bripces. What plans do you have to achieve this purpose? 

Admiral Mansgavu. The Bureau of Ships has scheduled a substan- 
tial amount of work for Portsmouth to accomplish this purpose. 
This work includes 15 submarine overhauls, one inactivation and one 
battery renewal. In addition, Portsmouth will, during fiscal 1955, 
continue the construction of 2 new submarines, the conversion of 2 
submarines for mutual defense asistance purposes, and 5 regular 
overhauls initiated in fiscal 1954. The Navy’s fiscal 1955 construc- 
tion and conversion program, which includes 3 new submarines and 1 
submarine conversion, is presently being considered by the Congress. 
Careful consideration will be given to Portsmouth in the assignment 
of work aproved for fiscal 1955. 


44991—54— 42 
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Senator Brroces. Does the Navy agree that the acquisition by 
Portsmouth of experience and skills required for building of a nuclear- 
powered submarine would be advantageous to the national defense? 

Admiral Mansravu. Yes. 

Senator Bripces. It is my understanding that as early as September 
1953 plans were formulated to offer comprehensive training of per 
sonnel to overhaul nuclear submarines 

Admiral Manseav. Your understanding is correct. 

Senator Brivces. Is that training program now in progress? 

Admiral Mansrav. Yes. 

Senator Bripces. For the record is it, or is it not, true that the 
Portsmouth Naval Shipyard is considered by the Bureau of Ships as 
the Navy’s No. 1 shipyard for submarine construction? 

Would the same be true in respect to the construction of a nuclear- 
powered submarine? 

Admiral Mansreavu. The Bureau of Ships definitely considers 
Portsmouth as the No. 1 naval shipyard for submarine construction. 
It is believed that the same might be true with respect to construction 
of a nuclear-powered submarine. However, Portsmouth has not, as 
yet, built such a submarine. The Bureau intends to give most 
serious consideration to assigning construction of a nuclear-powered 
submarine to Portsmouth during fiscal 1955 


ATOMIC SUBMARINES 


Senator Bripees. Is the Atomic Energy Commission still interested 
in consolidating its work and the building of atomic submarines at 
the Electric Boat Co? 

Admiral Mansnav. I suggest that this question be referred to the 
Atomic Energy Commission. The procurement of naval vessels, 
including submarines, is the sole resvonsibility of the Chief of Bureau 
of Ships, as coordinator of shipbuilding for the Naval Establishment. 

Senator Ferauson. Since the size of the active fleet is going down 
to a new total of 1,080 ships, what will be the effect on the total 
number of steaming hours during which these ships will be operating 
in fiseal year 1955? 

Admiral Manseavu. There will be little or no effect on steaming 
hours during which the remaining 1,080 ships will be operating. It is 
not planned to increase steaming of these ships to compensate for the 
reduced size of the active fleet. 

Senator Ferauson. What effect will the reduced size of the fleet 
have on shipyard operations? 

Admiral Mansrav. Planned reduction in the size of the active fleet 
as reflected in this budget, will reduce man-years of employment in 
naval shipyards by 1,000 during fiscal year 1955. This is the net 
figure after the accomplishment of additional inactivatiors scheduled 
in 1955. 

Senator Ferauson. What action do you intend to take to keep the 
cost of maintaining the reserve fleet at a minimum? 

Admiral Mawsrav. First, the interval between drydockings is being 
lengthened. This will reduce the number of drydockings in fiscal 
vear 1955 and subsequent years to a minimum level consistent with 
mobilization requirements. Then, a closer screening of overhaul work 
is planned, to eliminate items which can be deferred. During the 
screening process each reserve fleet vessel will be scheduled for an 
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overhaul limited to the least practicable extent in consonance with 
the vessel’s age, condition, anticipated use. 

Senator Frreuson. In the procurement program for shipboard 
components, how much of the 1955 program is earmarked for replace- 
ment purposes and how much is needed to meet new requirements 
arising from technological advances? Do you have a similar break- 
down for major electronic equipments? 

Admiral Mansnavu. The breakdown of shipboard-components pro- 
curement, other than mobilization reserve, will be furnished for the 
record. 

(The information referred to follows:) 


Required fer replacement Required for technological) Total pro- 


vd vances curement 
Ships components $31,742,384 (91 percent) $3,305,616 (9 percent) $35, 048. 000 
Electronic equipments $20,571,000 (100 percent 20, 571, 000 


Senator Ferauson. What will be your mobilization reserve position 
in ships’ parts if the estimates contained in this bill are approved? 
What was it at end 1953? End 1954? 

Admiral Mansgnav. The mobilization-reserve position in ships’ parts 
for year end 1953, 1954, and 1955 is indicated on this sheet which is 
for insertion in the record. 

(The information referred to follows:) 


Ships’ parts 


Percent of 


unt 
Amoun requirement 


1953 ‘ f $291, 522, 000 68 

1954 - 284, 744, 000 | 66 

1955 255, 988, 000 60 
| 


Senator Ferauson. What has been done to preserve the mobiliza- 
tion base of production facilities for which we obligated large sums 
in fiscal years 1951, 1952, 1953, and 1954? Have any of these facilities 
been discontinued in the new plan? If so, to what degree and in what 
types of equipment? 

Admiral Mansgavu. The additional production facilities which have 
been established are either still in use by contractors or are being 
maintained in a “standby” status. None have been discontinued. 
The Bureau contracts let for these production facilities require the 
contractor to maintain the equipment involved in a “‘standby”’ status 
for a period of 6 to 12 months. During this time, the Bureau will 
decide the most economical means of continued maintenance and 
preservation of the production facilities. 

Senator Ferauson. What has been the result of reduction of funds 
on active fleet overhauls? 

Admiral Manseau. We have reduced the number of overhauls, 
but are not reducing the quality of the overhaul. By stretching out 
the interval between overhauls, our schedule for fiscal year 1955 
permits less actual overhauls than in 1954. Also, the decreased size 
of the Active Fleet has eliminated vessels that normally would have 
required overhauls during the coming fiscal year. 
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STATEMENT OF REAR ADM, MALCOLM F. SCHOEFFEL, USN, CHIEF, 


BUREAU OF ORDNANCE 


imounts available for obligation 





Appropriation or estimate 
Transferred from ‘Oper expenses, Atomic Energy Com- 
mission,’’ pursuant to c Law 784 





Tran ferred to 
“Facilities, Navy,’’ pursuant to 67 Stat. 345 
‘*Military personnel, Navy,’’ pursuant to 67 Stat. 16 


“Retired pay, Department of Defense,’’ pursuant to 67 


Stat. 16 


‘‘Military personnel, Army,”’ pursuant to 67 Stat. 16 


“Relief and rehabilitation, Korea,’’ pursuant to Public 


Law 207 
Adjusted appropriation or estimate 
Reimbursements from non-Federal sources 


Reimbursements from other accounts 


otal available for obligation 


Unobligated balance, estimated savings (available for ad- 


ministrative reappropriation in subsequent years) 


Obligations incurred 

Comparative transfer from 

‘Ships and facilities, Navy’ 

‘Research, Navy” 

“Operating expenses, Atomic Energy Commission” 
Comparative transfer to 

‘Aircraft and facilities, Navy”’ 

“Servicewide operations, Navy” 

“Military pay, Navy”’ 

*‘Research and development, Army” 


Total obligations 


Actual, 1953 





Estimate, 
1954 
$804, 000, 000 

5, 298, 000 


—124, 900 


—10, 000, 000 
799, 173, 100 
59, 706, 300 
858, 879, 400 
48, 166, 000 


810, 713, 400 
316, 000 


—31, 000 
—71, 000 





—8 
10, 000 


810, 092, 400 


25, 000 | 


Estimate, 
1955 


$626, 200, 000 


—400, 090 


625, 800, 000 
31, 225, 000 
657, 035, 000 


657, 035, 000 


657, 035, 000 


Norte.— Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop 


erty (40 U.S. C. 481 (e 


Amounts included in *‘total obligations” herein for research and development are repeated in schedules 
submitted for the proposed new single continuing appropriation, ‘‘Research and development, Navy.” 





ete. 
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Obligations by activities 


Description Actual, 1953 


Direct Obligations 


A ppropriated funds 


Procurement of ordnance and ammunition $454, 262, 246 
Maintenance of ordnance and ammunition 101, 676, 569 
Maintenance and operation of facilities 418, 601, 302 
Improvements and alterations to facilities 21, 087, 199 
Research and development 144, 738, 968 
Industrial mobilization 560, 658 
Departmental administration 8, 867, 940 
Total obligations payable from appropriated funds 779, 794, 882 
Reimbursements from non-Federal sources: Improvements 

ind alterations to facilities 84, 384 
lotal direct obligations 779, 879, 266 


Obligations Payable Out of Reimbursements From Other 
iccounts 





Procurement of ordnance and ammunition 98, 304 
Maintenance of ordnance and ammunition 440, « 
Maintenance and operation of facilities 049 
Improvements and alterations to facilities i, 
Research and development 1,005, 
Industrial mobilization 606, 698 
Departmental administration 130, 174 

Total obligations payable out of reimbursements from 

other accounts 101, 440, 941 
Total obiigations 881, 320, 207 


Est 
l 


$454 
o4, 
i 

17 

123, 


& 
750 


‘50 


9. 


810, 


1955 


imat 
054 


R52, 100 
830, 000 
026, 000 
061, 000 
523, 000 
$70. 000 
624, 000 


386, 100 


IR6, 100 


400, 000 
325, 000 
170, 000 
502, 000 
285, 300 


24, 000 


706, 300 


092, 400 


59 


Estimate, 


1Y. 55 


$332, 919, 000 
101, YR1, 000 
48, 684, 000 
¥, 260, 000 
116, 981. 000 

7, 805. 000 
8. 170. 000 


625, 800, 000 


f 800, 000 


40. O00, 000 
300, 000 
70, 000 
41.000 
400, OOO 
24. 000 


31, 235, 000 


657, 035, 000 


Amounts included in ‘“‘Total obligations’’ herein for research and development are repeated in schedules 
submitted for the proposed new single continuing appropriation, ‘‘Research and development, Navy. 


ORDNANCE FOR NEw ConstTrRuUCTION, NAVY 


{mounts available for obligation 


Actual, 1953 


Prior year balance available: 


Appropriation $9, 343, 997 
Contract authorization 56, 040, 764 
Reimbursements from other accounts 113, 745 
Total available for obligation | ..65, 498, 506 
Balance available in subsequent year: Contraet authorivation 38, 723, 388 


Obligations incurred 26, 775, 118 


Est 


imate, 
1954 


Estimate, 
1955 
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Description 1953 actual | 1954 estimate | 1955 estimate 


Direct obligations 





Fiscal year 1918 program $21, 321, 773 $12, 122, 812 $2, 161, 410 
Fisca] year 1919 program 513, 800 1, 570, 480 250, 214 
Fiscal year 1950 program 1, 791, 570 2, 980, 000 425, 269 
Fiscal year 1951 program 4, 061, 830 2, 823, 863 1, 055, 503 
Total direct obligations 26, 661, 373 19, 497, 155 3, 892, 396 
Obligations payable out of reimbursements from other accounts 
Fiscal year 1918 program 65, 834 
Fiscal year 1919 program 28, 341 
Fiscal year 1950 program 9, 324 
Fiscal year 1951 program 10, 246 | 
Tota] obligations payable out of reimbursements from | 
other accounts 113, 745 
Obligations incurred 26, 775, 118 19, 497, 155 3, 892, 396 
ORDNANCE FOR NEW Construction (LIQUIDATION OF CONTRACT 
AUTHORIZATION), NAvy 
Amounts available for liquidation of contract authorization 
ails a Estimate, Estimate, 
Actual, 1953 1954 1955 
Appropriation or estimate ‘ $27, 000, 000 $10, 000, 000 $34, 000, 000 
Applied to contract authorization ‘ ‘ .-| —27, 000,000 | —10, 000, 000 —34, 000, 000 


Obligations incurred 


Senator Toye. “Ordnance and facilities” is the next item. 

That will be handled by Admiral Schoeffel. 

You may proceed in whatever manner you desire. 

Admiral Scnorrret. I am Rear Adm. Malcolm F. Schoeffel, Chief 
of the Bureau of Ordnance. I am appearing for the appropriation 
“Ordnance and facilities, Navy, 1955.” 

I am also appearing for the appropriation ordnance for new con- 
struction and for that part of the appropriation “Shipbuilding and 
conversion of the Navy” which applies to the Bureau of Ordnance. 


RESPONSIBILITY OF BUREAU 


I am pleased to appear again before this committee to report on the 
programs of the Bureau of Ordnance and to present our plans for oper- 
ations during the fiscal year 1955. 

The chief responsibility of the Bureau of Ordnance is to provide the 
best ordnance material for the fleet (surface, aerial, and subsurface) 
in the quantities and at the time needed to support naval operations 
and approved readiness plans. 

The annual appropriation “Ordnance and facilities, Navy’’ finances 
the largest part of this responsibility. An appropriation of $457,- 
436,000 is requested under this title for fiscal year 1955. This is the 
amount contained in the House bill for this appropriation. 

This request does not include $125,033,000 for research and de- 
velopment which was transferred to a consolidated Navy research 
and development appropriation. 
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While a number of other funding adjustments were made by the 

House in this appropriation, I accept the conclusion stated in the 
House Appropriation Committee report that 
* * * the committee has in reality approved the full ordnance procurement 
maintenance and operations programs as proposed in the budget. 
There are 6 major programs which receive funding in this appropria- 
tion for which the total of $457.4 million is requested for fiscal vear 
1955: Procurement of ordnance and ammunition, maintenance of 
ordnance and ammunition, maintenance and operation of facilities, 
improvements and alterations to facilities, industrial mobilization, 
and departmental administration. 

Procurement and maintenance of ordnance and ammunition will 
require $385.5 million (or 84.3 percent) of the total and the other 
4 programs will require $71.9 million. 


HIGHLIGHTS OF EACH MAJOR PROGRAM 
PROCUREMENT OF ORDNANCE AND AMMUNITION 


All procurement programs are planned at lower levels in fiscal year 
1955 than in fiscal year 1954 with one notable exception—the participa- 
tion of the Bureau of Ordnance in the guided missiles field. 


GUIDED MISSILES 


In this program, where significant advances can be reported, it is 
now possible to plan a larger procurement effort for particular guided 
missles than was possible during the past fiscal year 


AMMUNITION 


In the 1955 ammunition program the largest amounts are required 
to support Navy air operation plans with airborne rockets, bombs, and 
aircraft gun ammunition, and to provide vital antisubmarine warfare 
weapons. 

Other witnesses from the Department of Defense and the Navy 
have described the policy of placing maximum reliance on retention 
of proven and necessary production capacity rather than upon an 
undue accumulation of reserve stocks. This policy has a most im- 
portant bearing on the ammunition procurement plan set forth in 
this request for funds in fiscal year 1955. The ability of the Bureau 
of Ordnance to support naval ammunition requirements under present 
mobilization plans is based principally on production potential rather 
than on accumulated inventories. 

With the full cooperation of our ammunition producers and the 
most careful control of complex ammunition component production 
schedules, it should be possible to “stretch out’? a minimum number 
of proven production sources through fiscal year 1955 and to hold 
together the other elements of our minimum base for mobilization. 


UNDERWATER ORDNANCE 
The planned fiscal vear 1955 procurement of mines, depth charges, 


and torpedoes will meet essential requirements for the interim condi- 
tion of readiness prescribed by the Chief of Naval Operations and will 
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continue the procurement of limited quantities of antisubmarine and 
underwater weapons of new design and greatly improved performance 
capabilities. 

ORDNANCE EQUIPMENT 


The planned procurement of ordnance equipment covers many spe- 
cific types of antisubmarine, antiaircraft, and aviation weapons and 
will permit an orderly introduction of a number of new weapons to 
the fleet in compliance with directives of the Chief of Naval Operations, 


PRODUCTION FACILITIES 


The 1955 program for production facilities is essentially for facilities 
required to initiate production of new special weapons. 


INSPECTION AND TRANSPORTATION 


The requirements for inspection and transportation of material are 
related to the reduced levels of production and deliveries planned in 
1955. 

MAINTENANCE OF ORDNANCE AND AMMUNITION 


The requirements in this program are for spare parts and compo- 
nents for maintenance and improvement of ordnance installed or 
required for installation in fleet forces and for maintenance, rehabil- 
itation, and modernization of ammunition stocks. The funds re- 
ouired for the many parts of this tetal program are approximately 
the same in 1955 as in 1954. 


MAINTENANCE AND OPERATION OF FACILITIES 


Funds required for maintenance and operation of the ordnance 
shore establishment represent 8.9 percent of this total request. In 
this program it has been planned to operate with $313,000 less than 
was provided in fiseal-year 1954, and to absorb a number of addi- 
tional costs such as the cost of reducing accumulated annual leave, 
full payment for postage, and the support of newly assigned facilities. 


IMPROVEMENTS AND ALTERATIONS TO FACILITIES 


Projects totaling $4.2 million are included in this request for repairs, 
alterations, and minor new construction projects in the ordnance shore 
establishment. Also under this program $5.1 million is requested to 
continue a long range program for an orderly replacement of non- 
passenger-carrying mobile « equipment and other capital equipment. 
Important improvements in the management of this total program 
and the accomplishment of work under earlier funding plans permits 
planning for fiscal year 1955 with 46 percent less money than was 
provided in fiscal year 1954. 


INDUSTRIAL MOBILIZATION 


An increase of $5.4 million is requested in 1955 for the industrial 
mobilization projects of the Bureau of Ordnance. These increases are 
related to two of the most important aspeets of this total 1955 funding 
plan. 
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. The ordnance production program is slowing down and in certain 
areas will stop during fiscal year 1955. Production facilities (plants, 
machine tools, and equipment) will be placed in reserve. Adequate 
provision for maintenance of these facilities must be made to protect 
this vital part of the mobilization production base. 

A basic policy of extending the test and evaluation phase before 
ente ring into production of complex new weapons has increased the 
importance of the industry preparedness measures. This is one of the 
key projects in the industrial mobilization program. It is considered 
essential that the effort to solve complex production problems on new 
weapons through engineering staff and pilot line study projects be 
increased, 

DEPARTMENTAL ADMINISTRATION 


The funds required for departmental administration represent about 
1.8 percent of the total. The amount requested is a reduction of 
$454,000 from fiscal year 1954 in a program of a continuing nature. 


ORDNANCE FOR NEW CONSTRUCTION 


The appropriation “Ordnance for new construction” is a continuing 
appropriation which has provided authority for procurement of ord- 
nance material for ships in the 1948, 1949, 1950, and 1951 Navy 
shipbuilding and conversion program. Total obligational authority 
of $356,123,000 has been provided under this appropriation title. 
This authority is adequate to permit completion of the authorized 
ordnance program for 44 ship construction projects and 196 naval 
vessel conversions. It is estimated that $341,000,000 (95.5 percent) 
of the total authorized will be obligated by June 30, 1955. 

$273,123,000 of the total contract authority in this appropriation 
has been Sansed: A total of $83,000,000 of this authority has not 
been financed. 

A cash appropriation of $34,000,000 is requested in fiscal year 1955 
in order to make payments on obligations incurred under the un- 
financed contract authority granted in prior years. 


ORDNANCE AND FACILITIES 


Admiral Scuorrret. In regard to the appropriation “Ordnance and 
facilities, Navy, 1955,” the action of the House on that appropriation 
is accepted, sir, and I have no reclama. 


OTHER APPROPRIATIONS 


The same applies to the two other appropriations “Ordnance for 
new construction” and “Shipbuilding conversion, Navy,” I have no 
reclama on any of these appropriations. 


MOBILIZATION BASE OF PRODUCTION FACILITIES 


Senator Ferauson. What has been done to preserve the mobiliza- 
tion base of production facilities for which we obligated large sums in 
fiscal years 1951, 1952, and 1953? Have any of these facilities-been 
discontinued in the new plan? If so, to what degree and in what 
types of equipment? 
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Admiral Scnorrret. Curtailment of procurement in fiscal year 
1955 does not affect the large facility expansions covered by obligation 
of funds provided in fiscal years 1951, 1952, and 1953. The major 
expansions accomplished during those years covered areas of critical 
deficiencies or new items in which production capacity was inadequate 
or nonexistent. 

Curtailment of procurement to some extent in fiscal year 1954, and 
to a substantially greater extent in fiscal year 1955, will result in 
closing down of a number of production lines. In no instance is it 
contemplated that the mobilization base of production facilities will 
be lost. Funds have been requested under industrial mobilization 
for placing in standby those lines which will shut down. They will 
either be put in standby in place, at a nearby storage area, or stored 
as a complete production line at a naval storage facility. 

Senator Fercuson. What will be your mobilization reserve position 
in ammunition if the estimates contained in this bill are approved? 

Admiral Scuonrret. In the planned fiscal year 1955 procurement 
of ammunition, the largest amounts are required to support Navy air 
operation plans with airborne rockets, bombs, and new aircraft gun 
ammunition, and to provide vital antisubmarine warfare weapons. 

Other witnesses from the Department of Defense and the Navy 
have described the policy of placing maximum reliance on retention 
of proven and necessary production capacity rather than upon an 
undue accumulation of reserve stocks. This policy has most im- 
portant bearing on the ammunition procurement plan set forth in 
this request for funds in fiscal year 1955. The ability of the Bureau 
of Ordnance to support naval ammunition requirements under present 
mobilization plans is based principally on production potential rather 
than on accumulated inventories. 

With the full cooperation of our ammunition producers and the 
most careful control of complex ammunition components production 
schedules it should be possible to “stretch out’? a minimum number 
of proven production sources through fiscal year 1955 and to hold 
together the other elements of our minimum base for mobilization. 

I should like to emphasize the important relationship that exists 
between these plans to buy reduced quantities of ammunition in 
fiscal year 1955 and (1) the need for maintaining existing stocks of 
ammunition, and (2) the need for preserving the facilities and tools 
from terminated ammunition production lines as reserve capacity for 
mobilization. 

\MMUNITION MAINTENANCE PROGRAM 


The planned program in 1955 for maintenance of ammunition is 
required to protect the most valuable part of our defense strength— 
the ammunition that has been produced—properly located—and 
ready to be used. Approved mobilization readiness positions can be 
described as equations in which “readiness” is balanced with inven- 
tory-going production rates—and potential production after M-day. 
The basic procurement policy places maximum reliance, in our mobili- 
zation plans, on a production base rather than on an accumulated 
inventory of mobilization material. The minimum inventory part 
of many carefully balanced readiness equations requires adequate 
attention through the maintenance projects of this activity. We 
must always remember that it is these minimum inventories that must 
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carry us through the initial period of war, until new production 
becomes available. Hence it is essential that these inventories not 
be allowed to deteriorate. Existing stock of ammunition can be 
included in readiness plans—with confidence—only if it is adequately 
maintained. 

The ammunition production program is slowing down and in certain 
areas will stop during fiscal year 1955. Production facilities (plants, 
machine tools, and equipment) will be placed in reserve. Adequate 
provision for maintenance of these facilities must be made to protect 
this vital part of the mobilization production base. 

It must be recognized that the 1955 plans for procurement of 
ammunition will provide essential readiness only if plang in these two 
other supporting programs are carried out. 

Senator Ferauson. Have you reduced your gross mobilization 
requirements by the amount of ammunition which can be obtained 
from production after the start of a war? 

Admiral Scuorrrer. In those instances where funds have been 
requested to apply against mobilization reserve requirements, full 
consideration has been given to the ability of industry to produce at 
increased rates in the event of war. In order to establish a sound and 
realistic stockage objective for an assumed M-day, consideration must 
be given to its two elements; namely, the peacetime force material 
requirement and the mobilization reserve material requirement. The 
latter is the quantity of an item, over and above the peacetime force 
material requirement on M-day, that should be in stock to meet the 
requirement from M-day until the date after M-day when the rate of 
production meets the rate of requirement, and the requirement there- 
fore can be met from production alone. In direct reply to this ques- 
tion the answer is affirmative. 

Senator Frerauson. Will all of the ammunition you propose to 
buy be used for training purposes? 

Admiral Scuorrret. Requirements for fiscal year 1955 procurement 
of ammunition are based on several elements. Training consumption 
is only one of these. However, fiscal year 1955 planned procurement 
is less, dollarwise, than the value of material to be expended for train- 
ing. This is accounted for by the fact that most training consump- 
tion will be satisfied from stocks of items already on hand or on 
order and which are different from those to be procured with fiscal 
vear 1955 funds. Generally, keeping in mind that each item has its 
own production and requirements pattern, the fiscal year 1955 am- 
munition procurement program is aimed at funding deliveries of 
selected ammunition items through fiscal year 1955 and through that 
production reorder lead-time necessary to retain minimum produc- 
tion lines. 

REDUCTION IN AMMUNITION PROCUREMENT 


Senator Frrcuson. I note that the amount for procurement of 
ordnance and ammunition, about 50 percent of the total appropriation, 
is $121 million less than appropriated in fiscal year 1954. Is this 
reduction all attributed to the reduction in size of the fleet in 1955? 

Admiral Scnorrret. While the planned fiscal year 1955 reduction 
in the size of the fleet has an effect on the amount of funds requested, 
it is only one of the factors which cause a reduced-fund requirement. 
More s signific antly, the reduction can be attributed to a slowing down 
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of production as pperenaaee of ordnance and ammunition improve. 
This reflects the Navy's desire to place maximum reliance upon re- 
tention of proven and necessary production capacity rather than an 
undesirable accumulation of mobilization reserve stocks. 


GUIDED MISSILES 


Senator. Fercuson. I notice that you are asking for $75,479,000 
for guided missiles in 1955. This will make almost $220 million in 
3 years. How many missiles will you have on hand at the end of 
fiscal year 1955? 

Admiral Scuorrre.. The information requested is classified and 
will be submitted for the committee’s use off the record. 

Senator FerGauson. On page 21, you state that the maintenance of 
ammunition program reflects “the policy of reducing the forward fund- 
ing or carryover of unexpended funds from prior year appropriations. 
You are asking (on p. 44) for $34,423,000 in 1955, an increase of 
$9,058,000 over 1954. How does this increase relate to the policy of 
reducing carryover funding and what are the carryover balances of 
June 30, 1953, and June 30, 1954? 

Admiral Scuorrre.. The increase in funds requested for the main- 
tenance of ammunition is a direct result of the reduction in funds 
carried over from prior years. Carryover into fiscal year 1953 
amounted to $24 million. Carryover into fiscal year 1954 was only 
$16 million. Carryover into fiscal year 1955 will be only $250,000. 
In order to maintain the required state of ammunition readiness, the 
ammunition program will have to continue at as high a rate in fiscal 
year 1955 as it did in fiseal year 1954. An additional amount of 
$9 million above the fiscal year 1954 request will be required to main- 
tain the program as indicated in this table which I will insert in the 
record. 

(The information referred to follows:) 


[Thousands of dollars] 


Fiscal year Carryover New funds Total avail- Annual ex- 
rr available requested able penditures 
1953 23, 675 29, 621 53, 296 36, 865 





1954 16, 431 25, 365 41, 796 41, 546 
1955 250 34, 423 34, 673 34, 673 


Senator FrrGuson. In this appropriation you are asking for the 
sum of $34 million. What is this money to be used for? 

Admiral Scnorrre.t. Authority was granted to the Bureau of 
Ordnance under this appropriation to procure and/or manufacture 
ordnance including ammunition for ships authorized for construction 
or conversion in fiscal year 1948 through fiscal year 1951. 

This has been a partially financed appropriation from its inception 
in fiscal year 1948. The $34 million requested represents cash required 
in fiscal year 1955 to liquidate obligations made under this unfinanced 
contract authority. 
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Senator Frrauson. What years’ program are involved in this 
request for funds? 
Admiral Scuorrre.. Fiscal years 1948, 1949, 1950, and 1951. 


CONTRACT AUTHORITY 


Senator Frrauson. What is the amount of unliquidated contract 
authority outstanding now and how much of it will need to be financed‘ 

Admiral Scuorrre.. The unliquidated contract authority in this 
appropriation is $83 million. The cash appropriation for fiscal year 
1955 of $34 million will reduce the unfinanced contract authority to 
$49 million. 


> 


Mepicat CARE 


STATEMENT OF REAR ADM. H. LAMONT PUGH, USN, CHIEF, 
BUREAU OF MEDICINE AND SURGERY, AND CAPT. MURPHY 
K. CURETON, MC, USN, COMPTROLLER, BUREAU OF MEDICINE 
AND SURGERY 


Amounts available for obligation 


. Estimate Estimate 
953 . ’ se 
Actual, 1953 1954 195 
Appropriation or estimate $106, 457, 000 $83, 429, 000 $70, 300, 000 
Transferred to ‘‘Military personnel, Navy, 1953”’ pursuant to 
66 Stat. 79 9, 100, 000 
Adjusted appropriation or estimate 97, 357, 000 83, 429, 000 | 70, 300, 000 
Reimbursements from non-Federal sources 3, 308, 014 2. 801, 000 3, 219. 000 
Reimbursements from other accounts 15, 520, 535 13, 434, 000 10, 854, 000 
Total available for obligation 116, 185, 549 99, 664, 000 84, 373, 000 
Unobligated balance, estimated savings (available for adminis- 
trative reappropriation in subsequent year 18, 815, 627 2, 343, 000 
Obligations incurred 97, 369, 922 97, 321, 000 84, 373. 000 
Comparative transfer from 
“Local currency operations, Japan, Department of De- 
fense”’ $25, 000 
“Navy personnel, general expenses”’ 76, 014 41, 000 
“Servicewide supply and finance”’ 14, 000 
Comparative transfer to ‘‘Aircraft and facilities, Navy”’ 54, 000 54, 000 
Total obligations 97, 830, 936 97, 308, 000 84. 373. 000 
NOTE Reimbursements from non-Federal sources above are from proceeds of sale of personal property 


(40 U. 8. C. 481 (¢)), and hospitalization of authorized nonservice personnel 
Amounts included in “total obligations’’ herein for research and development are repeated in schedules 
submitted for the proposed new single continuing appropriation, ** Research and development, Navy.” 
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Obligations by activities 


alles vere 53 | Estimate, Estimate, 
Description Actual, 1953 1954 1955 


Direct Obligations 


Appropriated funds 


Maintenance and operation of medical treatment facilities $46, 692, 471 $46, 781, 000 $43, 857, 000 
Education and training 3, 493, 092 3, 549, 000 3, 075, 000 
Medical services, supplies and equipment at other facil- 

ities 5 12, 396, 663 | 11, 486, 000 10, 697, 000 
Nonrecurring procurement of medical supplies and | 

equipment : 4, 186, 613 6, 697, 000 | 903, 000 
Medical material support 1, 162, 062 1, 039, 000 | 997, 000 
Medical care in nonnaval facilities 2, 911, 401 2, 989, 000 | 2, 943, 000 
Care of the dead .. 1, 566,853 | 1, 491, 000 | 1, 025, 000 
Research and development | 4, 224, 413 4, 476, 000 | 4, 400, 000 
Industrial mobilization and procurement p lanning_. | 77,319 315, 000 | 226, 000 
Departmental administration ; | 2,291, 500 2, 250, 000 | 2, 177, 000 

| - - a tine 
Total obligations from appropriated funds . 79, 002, 387 81, 073, 000 | 70, 300, 000 


Reimbursements from non-Federal sources: | 
Maintenance and operation of medical treatment facilities 3, 305, 808 
Nonrecurring procurement of medical supplies and | 


N 
g 
= 
S 


3, 219, 000 


equipment 2, 206 Fochbbicieaed | 
Total obligations payable out of reimbursements from | 
non-Federal sources ‘ a eae 3, 308, 014 2, 801, 000 | 3, 219, 000 


Total direct obligations 82, 310, 401 83, 874, 000 73, 519, 000 


Obligations Payable Out of Reimbursements From Other Accounts 





Maintenance and operation of medica] treatment facilities 12, 960 000 | 10, 537, 000 
Nonrecurring procurement of medical supplies and equipment 148, 000 | 14, 000 
Medical care in nonnaval facilities : : 326, 000 | 303, 000 
Departmental administration ith chattel 
Total obligations payable out of reimbursements from | 
other accounts 15, 520, 535 13 434, 000 10, 854, 000 


Total obligations . 97, 830, 936 97, 308, 000 84, 373, 000 


Amounts included in “total obligations’”’ herein for research and development are repeated in schedules 
submitted for the proposed new single continuing appropriation, ‘‘Research and development, Navy.” 


GENERAL STATEMENT 


Senator Tyr. The next item is our medical care. Admiral Pugh, 
will you proceed, sir. 


AMOUNT REQUESTED 


Admiral Pucu. Mr. Chairman and members of the committee, the 
Medical Department of the Navy is requesting $63,600,000 for fiscal 
year 1955, to provide for the maintenance and operation of hospitals, 
medical centers, naval dispensaries, and dental clinics. These funds 
will also be used for the support of medical department schools; med- 
ical and dental care at nonnaval activities; technical medical and 
dental supplies, equipment and services on all ships and at dispensa- 
ries not under the management control of the Bureau ofMedicine and 
Surgery; and for the care of the dead. In addition, this request for 
funds provides for industrial mobilization, medical and dental costs 
for Reserve components, and for departmental administration. 

In view of the fact that $83,429,000 was appropriated for these 
purposes during fiscal year 1954, the request to be discussed today 
represents a decrease in fiscal year 1955 of $19,829,000. This de- 
crease is occasioned for the most part by reduced naval strength and 
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better health of naval personnel resulting in fewer patients in naval 
hospitals, and reduced nonrecurring procurement requirements. 

During fiscal year 1953, the health of the Navy and Marine Corps 
showed an appreciable improvement, which has continued into fiscal 
year 1954. Almost 983 out of every 1,000 active duty personnel 
were physically capable of performing duty at any one time, during 
fiscal year 1943. Of the 17 who were not physically fit for duty, only 
14 were occupying hospital beds. 

There was a reduction of about 8 percent in manpower losses due 
to temporary physical disability as compared to the previous year. 
This saving of manpower is truly indicative of the effective operation 
of the medical-care program. <A particular ‘“‘well done’ is due combat 
aid stations and hundreds of sickbays and dispensaries which are the 
Department’s frontline of attack against disabling sickness and 
injury. In this connection, it is notable that while during fiscal year 
1952, only 2 percent of those wounded in action died of their wounds, 
in 1953 the rate was further reduced to only 1.4 percent. 


MILITARY PERSONNEL OF THE MEDICAL DEPARTMENT 


The efficiency, effectiveness and economy of the Medical Depart- 
ment operations, for which these funds are requested, has been and 
will be even to a greater degree adversely affected by the fact that 
doctors, dentists and nurses do not find a career in the military 
attractive. Less than 34 percent of the medical officers, 40 percent of 
the dental officers and 50 percent of the Nurse Corps officers now on 
duty in the Medical Department are career officers. Under present 
circumstances, the percentage of career officers is expected to decrease 
to even lower levels. 

The 2-year turnover of noncareer personnel definitely reduces the 
efficiency and economy of medical department operations and requires 
a greater number of personnel than would be the case if career per- 
sonnel were available for the same workload. 

These facts are brought to this committee’s attention only to ac- 
centuate the progress that has been made in the medical care program 
and the economy attained in its operations in spite of this personnel 
handicap. 

MEDICAL DEPARTMENT ADMINISTRATION 


In addition to its responsibilities for the health and well-being of the 
Navy and Marine Corps, the Medical Department is also concerned 
with maintaining and developing the most efficient and effective ad- 
ministrative procedures possible within the framework prescribed by 
those to whom we are in turn responsible. During the past year several 
significant improvements have been instituted, of which the following 
are representative: 


HOSPITAL ADMISSION PROCEDURE 


During the past year a new admission procedure was introduced in 
11 of the. larger naval hospitals, which resulted in reduction of the time 
expended in repetitive writing of information on numerous essential 
hospital forms and permitted staff personnel to devote more time to 
patient care. 
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’ INVENTORY UTILIZATION 


In line with the policy of reducing stores inventories at field activities 
to the lowest practicable level, an intensive program of inventory 
utilization was conducted on all ships and stations. 


FOOD SERVICES WAGE FORMULA 


A new wage formula for food service workers was developed which 
is expected to reduce absenteeism, high turnover, and recruiting 
difficulties found in dealing with this category of personnel. Under 
the new wage formula, rates of pay for food service personnel are 
being made comparable to those of workers in the mechanical service 
who heretofore have been higher paid, resulting in food service 
workers leaving to join the ranks of the mechanical trades. It is 
believed that this change will result in greater production, easier 
recruitment and better attendance. 


PERSONNEL REPORTING 


At present there is a trial installation in 2 of our hospitals of a 
new personnel reporting system which will eliminate 4 different per- 
sonnel reporting forms and provide a single consolidated report to 
meet all Bureau requirements, including those for personnel adminis- 
tration, manpower utilization and ceiling reporting, and cost analysis. 
This new reporting procedure will be extended to all naval hospitals 
on daly 1, 1954. 

In closing, I should like to mention that during fiscal year 1953 the 
medical care program of the Navy cost the people of this country an 
average of only $14.15 per patient-day in all naval hospitals. This is 
a significantly low figure in that it provides complete medical treat- 
ment including the pay of doctors, nurses, attendants, and all other 
expenses incurred in providing medical care second to none. A 
comparison of this cost with that for similar medical care in other 
governmental or private hospitals will serve, indeed, to further 
emphasize the fact that the Medical Department of the Navy is 
conducting an excellent and effective medical care program with 
efficient and economical use of funds, facilities and manpower. 

Our estimates have been carefully screened and reviewed not only 
within the Department of Defense and by the Bureau of the Budget, 
but also by the Committee on Appropriations of the House of Repre- 
sentatives. It is my opinion that the requested funds represent the 
minimum amount necessary if we are to continue to maintain the high 
standards of medical and dental care to which our Navy and Marine 
Corps personnel are justly entitled. 

That concludes my statement, Mr. Chairman. 

I ask permission at this time to insert in the record a revised state- 
ment of staff requirement at naval hospitals. A statement of these 
requirements for fiscal years 1953, 1954, and 1955 now appears on 
page 723 of the House hearings. The stated requirements for military 
and civilian personnel, and the totals in fiscal years 1954 and 1955 
have been changed due to an error we made in the original statement. 
This revision does not involve a change in total appropriation require- 
ments, and is based on the reduction in patient load to a daily average 


Seeoe 
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of 14,546 in fiscal year 1955 as envisaged by the House action, My 
purpose in wishing to insert this statement is simply to insure that 
the record is correct. 


Naval hospital staff requirements F —— yoar i ws? — | F toned pear 
3 955 

| 

Military } 
Officer 4, 183 3, 648 | 3, 308 
Enlisted 8, 104 8, 857 6, 639 
Total, military 12,377 12, 505 10, 037 

( lian 

IVb 2 8S 2 712 2 TOK 
Non-IVb 6, 566 R23 191 
lotal civilian 9, 453 8, 435 8, 196 
Total stall required 21, 830 21, 040 18, 233 


ACCEPTANCE OF HOUSE ACTION 


Admiral Puacu. We intend to play the hand dealt us by the House 
Appropriations Committee. 


COORDINATION OF MEDICAL FACILITIES 


Senator Tuyn. I have a few questions here I would like to raise. 

What steps are being taken to coordinate the medical facilities of 
the three services? How many Navy hospitals are there in operation 
which are specifically used by one of the other services? 

Admiral Pucu. Now, in answer to your first question, there has 
been in existence for some time on the level of the Department of 
Defense a medical agency whose business it is to coordinate the medical 
operations of the three services. That agency is now headed by the 
Assistant Secretary of Defense, Health, and Medicine, and it is Dr. 
Berry. 

He has as his advisory agency a civilian council. It is comprised 
solely of civilians. 

In answer to your second question, the Navy operates in the conti- 
nental limits 25 hospitals and extracontinentally, 4 hospitals. 

In all of these hospitals we have cross-servicing in that we take care 
of Army and Air Force patients in our hospitals. 

There is only one hospital in existence where we have cross-staffing, 
and that is the Army hospital in Honolulu. There we have a Navy 
staff on duty along with the staffs of the other services. 

Senator Tuyr. Why is it necessary to have the joint staffing there? 

Admiral Pucu. Because the Navy has the majority of patients there 
in the first place. 

[ suppose it is because of the fact that the Army, the Air Force, 
have not enough doctors to completely staff it on their own. 

Senator Tuyr. Why could not the Navy handle it entirely? 

Admiral Pucu. The Navy could. 

Senator Tuy. Then why is it not done, sir? That is a question 
I should not ask you the answer, but I raise it as just one outsider. 
Why could that not be done, Admiral? 

Admiral Puan. We are very short handed overall, Mr. Chairman. 


14991—54 13 
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Senator Tarr. But when you have joint staff there will be a few 
executives that could just as well be of use somewhere else and the 
executives control the entire unit. 

Admiral Puen. Yes, sir. 

Senator Toyz. How could we proceed to examine that question 
and then by some directive or some type of language in our report 
bring out a recommendation that would put this under one single 
command? 

Admiral Puen. I am not as well versed on the technicalities as 
to how it might be accomplished as, maybe, Admiral Clexton. 


ADMINISTRATIVE FUNCTION 


Senator Tuyz. How many men are involved in the administrative 
function of the secretarial staff? Maybe in that manner we can get 
the information that will permit us as a committee to make a decision 
on it. 

Admiral Puau. At present, sir; we do have one medical officer who 
is in supervision over the medical officers there. We have a nurse 
who is in supervision over the Navy nursing there, and we have one 
Medical Service Corps officer who is the administrative assistant. 

Senator Tuyen. You have the overall administrator there for the 
Air Service and one for the Navy and then you have the necessary 
secretarial staff? 

Admiral Puen. Yes, sir. Originally Tripler was commanded by 
an Air Force officer. Then he was succeeded by an Army officer as 
chief administrator. 

Then this unit that the Navy has, we have this doctor who is in 
charge; we have only one medical officer who is administrator and he 
is in general supervision of all of the Navy’s medical department 
personnel. He has one Medical Service Corps officer with him who is 
primarily concerned with the hospital corps men. 


PERSONNEL SITUATION 


Senator Tuyr. Could you furnish for the record the number of 
people that are employed and then separate them in the two groups, 
the Navy and the Air Service? In that way we will have the 
information. 

(The information requested follows:) 


Tripler Army Hospital, Honolulu, T. H. 





PATIENTS 
Total occupied beds Mar. 31, 1954 ncn abibtneceaeaodatens 822 
Active-duty Navy and Marine patients_._..........-.-.-...---------- 305 
Re RET DONDE St oe oa ng eB eee 5 3 25 os tec Ee oe 94 
Aptiveduty Ale Pores pationte.c 2 oo si ub 6 i eh Ld 59 
Veterans’ Administration patients__-_..._.---- sisate oo lie < we Sas d bs bh eekh ol 160 
Dependents of Army, Navy, Air Force military personnel___-....-.---.-- 155 
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Tripler Army Hospital, Honolulu, T. H.—Continued 


STAFF 
Operating staff as of Mar. 31, 1954 lice sinittes Sis cuatialaes 1, 564 
Army military personnel--_-- - - eer ‘ 727 
Army civil-service personnel - - - - - -- oe ee ba Aabebtas 673 
Navy military personnel_._.....-~-- oe ah il oh 8S ded lhl ee bade ecb dA leds 164 
Included in total staff are: ; 
Army administrative personnel. ----------- Votes akuteswanee . 203 
Navy administrative personnel - - Se PS neither a 24 
Total administrative personnel - - ~~ iainian libeaitaeniaan slictadentienlh tviatatp le 227 


Nore.—Total Navy staff comprises 10 Medical Corps, 2 Dental Corps, 5 Medica] Service Corps, ‘35 Nurse 
Corps, and 112 enlisted Hospital Corps personnel. 


UTILIZATION OF HOSPITAL BEDS 


Senator Tarr. Now, there is one other question here. What per- 
centage of hospital beds are being utilized? 

Admiral Pueu. Overall, Mr. Chairman? 

Senator Tuyr. Yes. 

Admiral Pues. Seventy-six percent of the beds that we have staff 
for are being occupied. 

Senator Turse. How would that compare with regular private hos- 
pitals whether they be a corporation or whether they be a municipal 
or city-operated hospital? How does that compare in percentage? 
Do you have that figure? 

If you don’t, we will not belabor the point. We will try to find it 
and get it for the record. 

Captain Curgron. I will try but I don’t believe we can furnish you 
that exact figure because they are not directly comparable in this 
sense, that civilian hospitals by and large have a waiting list of pa- 
tients. They, therefore, are able to fill beds as rapidly as they are 
emptied. 

(The information requested follows:) 


[Extract from the Journal of the American Medical Association, May 15, 1954, p. 255] 
Summary of civilian hospital data—Calendar year 1953 


GENERAL HOSPITALS 


Number... ......- + cies eee a eek fa SE craic Sy is nets Sn 5, 087 
Bed capacity -__- -- stawadd Sls Cee AG NO baka dit macnn 653, 752 
rit. Stas. oe wals holden Ee, atalhte Whateitns aed 93, 012 
ST i hte eto he tet hiee dTS ats 2 . 18, 692, 812 
Births 


Average daily census. ; 
Patient days_--- : 
Percentage of bed occupancy Wicald Bp dail lCOS te OS LE SSS 73 


They do not have the same responsibility to all comers that the 
Navy does. We have to be prepared to take anybody who gets sick 
any time he gets sick wherever he gets sick. We cannot turn them 
away. 

So we plan to be able to have in the overall approximately 20 
percent. We shoot for 80 percent. We try to have 20 percent of our 
beds staffed in the normal course of events, so that in the event of an 
emergency or disaster or an epidemic, we would have beds there. 
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Now, in addition to that, we have facilities available so that by the 
addition of staff we could take care of an expansion, but we try to 
make 80 percent. 

Senator Ture. Is that uniform, Captain, between the various 
services? 

Captain Currron. Yes, sir. 

Senator Taye. It is uniform to try to reach the 80 percent of usage? 

Captain Currron. Yes, sir; that is the figure which has been worked 
out as between the Bureau of the Budget and the Assistant Seeretary 
of Defense. 

Senator Taye. Do vou think the Navy compares favorably in 
resnect to the other units? 

Captain Currron. So far as I have seen their annual cost report, 
and the last one I have seen was for fiscal year 1953, we were 1 or 2 
percentage points higher than the other two services. 


HOSPITAL CONSTRUCTION 


Senator Tuyr. How many new hospitals are you asking for in this 
construction bill? 

Captain Cursron. That is not in this bill, sir. It is the public 
works bill. 

Admiral Pucu. That is in another bill. 

Senator Fercuson. He wants to know how many are requested 
in the other bill. 

Admiral Pucu. One at Norfolk, Va., and one at Guantanamo Bay, 
Cuba. 

I want to correct that statement. 

We already have appropriation for Guantanamo Bay. Construc- 
tion has not started. We are requesting additional funds for the 
Norfolk Naval Hospital. Parts of the funds, for that hospital have 
also been appropriated. 

Senator Tuyr. The question might then well be asked, what are 
the other facilities at Norfolk at the present time? 

Admiral Pucu. We have a hospital there. The oldest hospital 
for the Navy is there. But we are badly in need of a new hospital. 

Senator Tuyr. What would you do with the old hospital if the new 
one were constructed? 


PLAN OF CONSTRUCTION 


Admiral Pucu. The present plan is to construct the new hospital 
upon the compound of the old one. The old one would be, to some 
extent, used. Some of it will still be usable. 

Senator Tuyr. So that vou would not vacate it and offer it as 
surplus? 

Admiral Puan. No, sir. 

Senator THyr. You would just simply build and make the old one 
just a wing of the new structure or a new structure part of the old? 

Admiral Puan. It would not be part of it. It would be separate 
from it, but we would use it for such purposes as storage or whatever 
other purpose that that might lend itself, to. 
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STAFFING AVERAGE 


Senator Ferauson. I want to ask on this 80 percent, you are now 
76 percent. Do you staff for 100 percent, or do you staff for what you 
try to carry out, 80 percent? 

Admiral Puau. We staff for 80 percent. 

Senator Ferauson. You staff for 80 percent? 

Admiral Puau. Yes, sir. 

Senator Ferauson. Therefore, you are just about 4 percent under 
what you are staffing for? 

Admiral Puan. Yes, sir. 

Senator Ferauson. The fact that beds are there and the rooms 
would be vacant would not increase your kitchen staff, your medical 
staff, and so forth? 

Admiral Puan. No, sir. 

Senator Fercuson. You are watching that very carefully so as to 
not have 100 percent staff in anticipating an 80 percent carrying load; 
is that correct? 

Admiral Pucu. That is correct. 


PATIENT COST COMPARISON 


[ might say, Mr. Chairman, that the Navy compares favorably 
with all other Federal hospitals, all other Federal hospitals so far as 
cost per day per patient goes. 

Senator Frrcuson. How does it compare with average nonmilitary 
hospitals or Federal hospitals? 

Admiral Pucu. We think that we hospitalize the patient for about 
two-thirds what it costs—as a matter of fact, we do, we know what we 
have to pay for a patient when he is hospitalized in a civilian institu- 
tion and we know what we get from the Congress to hospitalize our 
patients in the naval hospitals and our cost per patient today is 
$14.16 and when we have to pay for the hospitalization of a patient 
in the civilian hospital we pay that civilian hospital $23 without the 
doctor’s bill. 


COMPARISON OF PATIENT COST WITH CIVILIAN FACILITIES 


Senator Fercuson. To what factors do you attribute the low cost 
per patient-day in naval hospitals as compared to the cost per patient- 
day in civilian hospitals? 

Admiral Puan. There are many factors which deserve considera- 
tion in determining why the cost per patient-day in naval hospitals 
is so much lower than the cost per patient-day in civilian hospitals. 
A considerable number of these factors contribute directly to a lower 
cost. Other factors which deserve consideration actually contribute 
to an inerease.in the cost per patient-day, but despite their presence 
it is still a fact that the average cost per patient-day in naval hospitals, 
including the attention of the physician, is only $14.16 whereas the 
average cost per day for hospitalization of Navy patie nts in civilian 
hospitals throughout the United States is over $23 per day, with 
physicians and surgeons fees added to this cost. Those factors which 
contribute directly to a lower cost include a systemwide review and 

control of the program and budget of each individual hospital. The 
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Navy maintains a systemwide, standardizat on and centralized buying 
of a large proportion of the supplies and equipment used. We main- 
tain operating inventories at levels sufficient to avoid frequent small 
routine or emergency procurements. There is a continuing long-range 
maintenance repair and replacement program. 

Certain hospitals are selected for treatment of certain conditions 
requiring specialized treatment. These hospitals serve in support of 
hospitals where the demand does not justify such specialized pro- 
grams. Navy patients, by and large, are treated in wards rather than 
in semiprivate and private rooms. The Navy patient is usually not 
discharged from the hospital until he is ready to return to full duty; 
consequently, his period of hospitalization includes a period of con- 
valescence, during which he is cared for on wards where very little, if 
any, nursing care is required and where little or no staff is required to 
be maintained. In this regard, however, it should be noted that the 
Presbyterian Hospital in New York City reports that its costs for 
convalescent patients in its convalescent home are $12.51 per diem. 

An additional factor in the low cost per patient-day in naval hospitals 
is the extremely variable ratio of staff to patients maintained. Ap- 
proximately 60 percent of the staff in naval hospitals is comprised of 
military personnel. These personnel provide coverage of profes- 
sional and technical functions on the basis of a 60-hour workweek, 
whereas if the same service were provided by a civilian staff on a 
40-hour week, many more persons would be required on the staff and 
the cost would be considerably greater 

I referred earlier to the fact that there are factors which would tend 
to increase the cost per patient-day in naval hospitals, such as the 
fact that the cost per day in naval hospitals includes all professional 
care costs, that is, the equivalent of doctors and private nurses fees 
whieh are not included in the reported costs per patient-day in civilian 
hospitals. It is a recognized fact that it costs more to operate a 
hospital in such a manner as will qualify it as acceptable for intern 
or residency training. The fact that 88 percent of continental naval 
hospitals are approved for intern training whereas only 13 percent of 
civilian hospitals are so approved and 32 percent of continental naval 
hospitals are approved for residency training as compared to only 
16 percent of civilian hospitals so approved, would indicate that the 
cost in naval hospitals should be greater, yet such is not the case. A 
third factor which should contribute to a greater cost in naval hos- 
pitals is the fact that incident to their function as activities of the 
Navy, many services for patients must be provided which are not 
required in civilian hospitals. These services include pay records, 
service records, fire protection, security of Government property and 
a centralized control of medical records for military purposes. 


CARE OF DEPENDENTS 


Senator Fercuson. Do you have the number of dependents cared 
for in this current year in both the medical and dental services? You 
may want to give us that in the record. 

Admiral Pucu. We would like to do that, sir. It is quite a figure. 

Captain Cureton, We furnish no dental care, sir, except in ex- 
treme emergencies. 

Senator Ferauson. Tell us how many you serve. 
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Captain Currron, Inpatients in hospitals during fiscal year 1954 
are estimated at 1,694 per day. ‘he actual in 1953 was 1,655. 

Senator Frerauson. Per day? 

Captain Currron. Yes, sir. 

Senator Ferauson. That was medical? 

Captain Cureron. Yes, sir. 

Senator Feracuson, Now, you say in some emergency cases dental 
care is furnished? 

Captain Currron. Only in overseas areas where there are no den- 
tists, they will render emergency dental care only. 

Senator Ferauson. How many cases do you have of that? Do you 
know? 

Captain Currron. We do not have that, sir. I doubt if it would 
be available in just that term because by and large those would appear 
on our reports as just another dental case and I do not believe they 
segregate them. 

I believe that it would be safe to say that there are less than 100 a 
month of those cases. 

Senator Ferauson. Do you think that increases your cost or if you 
did not have them you would have no difference? 

Captain Currron. As to dental care; no, sir. 

Senator Frercuson. What about this cost on the 1,655 per day 
here in the States? 

Captain Curnron. The $14.13? 

Senator Fmrauson. No. You said you had an average of 1,655 
dependents. 

Captain Currton. That is dependent patients in naval hospitals. 

Senator Fmrauson. How much does that increase your budget? 

Captain Curreton. At the rate of $14.13 per day, per diem. How- 
ever, that is not a direct increase because if we took from the total 
of 16,909 patients that we expect in naval hospitals in 1954, the 1,694 
dependents, we could not reduce the cost in direct proportion because 
they are scattered throughout the 29 hospitals. 

If you take a few patients out of a given hospital you do not reduce 
the cost of operating that hospital in direct proportion because there 
is the maintenance of the plant and all these other things that go on 
pretty well regardless of how many patients there are. 

Senator Frrauson. When you come up here for building structures 
and beds and rooms, do you include a certain percentage of dependents 
or are you counting now only on military? 

Captain Currron. The planned size for our new hospitals is based 
on the military necessity in the area. 

Senator Ferauson. And on an 80-percent occupancy? 

Captain Cureton. Yes, sir; and it is not generally considered that 
the number of dependents in the area to be served are included in 
determining the military necessity for the hospitals. 


NEWSPAPER ARTICLE 


Senator Ferauson. Senator Neely has called to my attention an 
article appearing in the Post Grad which is published at the United 
States Naval Postgraduate School, Monterey, Calif. This article is 
entitled “‘Dependents Medical Care Curtailment.’’ It points out 
that after May 1 personnel will no longer be available for dependents’ 
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care. Also that a recent order from the Secretary of Defense directs 
the Armed Forces to reduce their medical officers to the ratio of 3 per 
1,000 active-duty personnel. 

Would you care to comment on this matter? Has there actually 
been a reduction in medical officers and if so, what effect has it had 
on dependents’ care? 

Admiral Pucu. In regard to the article reported to have appeared 
in the Post Grad, which is published at the Naval Postgraduate 
School, Monterey—tre dependents medical care curtailment—and the 
reduction of medical officers to the ratio of 3 per 1,000 active-duty 
personnel as a result of a recent order from the Secretary of Defense, 
I would like to offer the following information regarding medical 
facilities in the Monterey, Calif., area. 

Naval air facility, Monterey (under complement of NAAS Mon- 
terey) is continuing to do prenatal and postpartum examinations on 
dependents for Fort Ord through mutual agreement. Fort Ord 
assists in care and treatment, but their facilities for all dependents 
amounts to about 15 inpatient beds. Fort Ord is considered swamped 
with their own dependents. The naval air facility at Monterey is 
responsible for physical examinations of 750 aviation and 1,000 other 
annual physicals on officers. Oakland Naval Hospital is 120 land 
miles and takes approximately 2% hours by ambulance. Local 
physician fees are considered exorbitant. Dependents in need of treat- 
ment for acute medical and surgical conditions are now referred to local 
civilian physicians. Fort Ord delivered 400 babies of Navy depend- 
ents in 1953—and the service population is increasing. 

Naval Postgraduate School, Monterey: I would like to quote, in 
part, a letter recently routed through the Bureau from the superin- 
tendent of the school to the Chief of Naval Operations, via Com- 
mandant 12th Naval District, BuMed and BuPers of April 9, 1954. 


There are approximately 1,600 military personnel assigned to this command; 
Approximately 75 percent of this total are young married officers with active 
growing families. There are between 6,000 and 7,000 dependents who look to this 
command for me 'ical care, also 300 Navy retired and F le et, Reserve personnel in 
this area who are entitled to medical care. Dependent outpatient visits average 
100 daily—approximately 250 pregnant dependents are constantly under the care 
of our medical department. Civilian hospital facilities are inadequate to carry 
this added load. They are presently exceedingly busy and overworked. Civilian 
medical attention is difficult to procure. 

This being a familv-resort area, the medical costs are very high and thereby 
beyond the capabilities of many military personnel. The hospital beds (125) 
available in this area are not sufficient. to meet the present civilian needs of roughly 
65,000 people and costs are exorbitant, should a bed be procurable. The out- 
patient clinic at the Army hospital, Fort Ord, is already overtaxed and has advised 
that they are unable to assume this added load of Navy dependents and in-addi- 
tion further advise that it may become necessary for Fort Ord to discontinue the 
limited inpatient care presently afforded Navy dependents (this support is mostly 
limited to confinement and delivery of Navy dependents), since we are no longer 
able to supply a Navy medical officer to stand obstetrical watches at the hospital. 
The nearest Navy facility is Oakland Naval Hospital, approximately 120 miles 
distance, a distance too great to be of any appreciable support. The financial 
burden of any unexpected and unplanned for illness or injury will be beyond the 
financial ability of many attached to this command. The drastic reduction of 
dependents care has resulted in a deterioration of morale of both enlisted and officer 
personnel. This failure properly to care for dependents will result in a further 
drop in reenlistment rate and in an increase in officer resignations. It is antici- 
pated that this added worry and concern of our students over the health and wel- 
fare of their dependents will have a decidedly deleterious effect on their scholastic 
ability which will be reflected in a deterioration of academic accomplishments. 
The economy resulting from the reduction of medical officers will be far out- 
weighed, even in dollars and cents, by the adverse results on this command. 





= that a sv 


<a Ridenh eae 


i Ai ee hr Cat 


(RR 


hoes ae. i i i AR a lh Na AA 8 a i NAR MBE ie NY 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 679 
REDUCTION IN MEDICAL OFFICERS 


There has actually been a reduction in medical officers in the Mon- 
terey area from 10 to 4. There were previously 5 medical officers at 
the naval auxiliary air station and 5 medical officers at the Naval 
Postgraduate School, Monterey. There are presently two medical 
officers at each activity. The effect of this reduction in medical 
officers has been quite well explained in the quotation from the letter 
from the superintendent of the postgraduate school just given to you. 
This effect, incidentally, is also applicable to most areas where Navy 
dependents are to be cared for. The problem is not confined to 
Monterey but is one that affects our operations wherever there are 
Navy and Marine Corps personnel with their dependents. It is 
impossible for a workload such as that outlined for the Monterey 
area to be properly performed with the number of medical officers 
made available to us. 

Senator Fercuson. What is the effect of the reduction in ratio of 
physicians in the Navy on the medical care for dependents? 

Admiral Pucu. The reduction in the ratio of physicians in the Navy 
has necessitated serious curtailment in dependent care. As stated in 
the letter from the superintendent of the postgraduate school, and a 
matter which is well known to the Bureau of Medicine and Surgery, 
this has been accompanied by a serious lowering of morale of active- 
duty personnel and apparently is reflected in the low reenlistment 
rate for enlisted personne! having families 


EFFECT OF LEGISLATION UNDER CONSIDERATION 


Senator Ferauson. Will legislation currently under consideration 
for dependents’ care alleviate this situation? 

Admiral Pucu. The current legislation will not completely alleviate 
the dependents’ care situation for the following reasons: 

No provision for additional medical officers for dependents’ care. 
Adequate dependents’ care cannot be given with a medical officer 
strength of 3 per 1,000 active-duty personnel. 

There has been an actual reduction of medical officers in the Mon- 
terev area, as well as in other areas. 

The difficulty in handling dependents is a direct result of the cur- 
tailment of medical officers, and with the Dependents Care Act 
approved there will be no definite noticeable improvement, although 
the act does allow dependents to receive civilian treatment in certain 
circumstances—but the civilian physicians and facilities are already 
overtaxed in many areas; e. g., Monterey, Calif. 

Senator Ferauson. Thank you. 

Admiral Puan. I would like to say for the record one thing. I 
said in the beginning that we would be content with the hand that 
had been dealt us by the House Appropriations Committee, but I 
think I should say this that there is in the legislative mill an act which 
would bear on the civil functions administered by the Department 
of the Army. 

PANAMA CANAL ZONE HOSPITAL 


There is a provision of this bill that would remove the Panama 
Canal Zone hospital at Coco Solo from the Navy’s jurisdiction. If 
that happens we will not have enough money to operate because it 
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will be more expensive for the Navy under that setup than that we 
are now presently operating under. 

Senator Fercuson. I realize that each one of the services wants to 
keep their hospitals, but if you have to have more here maybe we 
can take more out of somewhere else. 

I think we have to consolidate these hospitals. 

What action have you taken with respect to consolidation of hospital 
facilities in the Panama Canal Zone? 

Admiral Puau. As of this date no consolidation of hospital facilities 
in the Canal Zone has been effected. 

The Navy Department has noted the expressed desire of the 
Committee on Appropriations, in its report on the 1955 appropriation 
bill, that this matter be brought to a satisfactory conclusion within a 
reasonable period of time. May I respectfully point out at this time 
that no committee of the Congress has ever Firected the Navy to 
close its hospital at Coco Solo in the Canal Zone. On the contrary, 
under a proposal agreed to by the House Appropriations Committee 
and the Department of Defense last June, the Coco Solo Naval 
Hospital was to be utilized for all hospitalization on the Atlantic side 
of the Canal Zone and the Gorgas Hospital utilized for all hospitaliza- 
tion on the Pacific side. Under this plan the Fort Clayton Army 
Hospital and the Colon Hospital of the Panama Canal Company 
were to have been closed. 

In, view of this agreement we requested the apportionment of 
appropriated funds in July 1953 to permit expanded operation of the 
Coco Solo Naval Hospital to care for additional patients anticipated 
due to the closing of Colon Hospital. This request was approved by 
the Secretary of ‘Defense and the Bureau of the Budget, and we had 
every reason to believe that the first patients would be received in 
August. However, we have not yet received the anticipated addi- 
tional patients. 

The Navy has done everything it possibly can to effect the planned 
consolidation of hospital facilities in the Canal Zone, and stands ready 
to do the job assigned it under the plan approved by the House Appro- 
priations Committee last year. The Navy can take no positive steps 
to effect this consolidation, however, since it has not been designated 
by the Secretary of Defense to execute or implement the approved 
plan. I might add that there has never been any question that the 
finest of medical care is provided at the Coco Solo Naval Hospital at 
a minimum of cost, and economy is a basic reason why consolidation 
of medical facilities in the Canal Zone ever came under active 
consideration. 

VIEW OF NAVY DEPARTMENT 


In summary, the Navy Department remains in complete agreement 
with the Congress that consolidation of hospital facilities in the Canal 
Zone should be effected. In an effort to be of assistance in achieving 
this objective, I would like to repeat the more important recommenda- 
tions advanced by the Honorable R. H. Fogler, the Assistant Secre- 
tary of the Navy, following a personal visit to the Canal Zone during 
January 1954 for the purpose of inspecting and making recommenda- 
tions to the Secretary of the Army and the Secretary of Defense for 
the consolidation of hospital facilities in the zone. These recommen- 
dations are as follows: 
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(1) That the Navy continue to operate the Coco Solo Naval 
Hospital; 

(2) That the Army continue to operate the Fort Clayton Army 
Hospital ; 

(3) T hat the Panama Canal Company operate outpatient facilities 
at Gorgas and Colon ere er the unused portions of these hospitals 
to be maintained as mobilization reserve. 

These well-founded recommendations are based upon these prime 
considerations: 

(1) The best possible care for military personnel (Army, Navy, and 
Air Force) and their dependents, and authorized Canal Zone employ- 
ees and their dependents. 

(2) The utilization of the best available hospital facilities. 

(3) The greatest possible economy. 

(4) Provision for an adequate mobilization base. 

Senator Ferauson. To what factors do you attribute the continued 
improvement in the health of the Navy? 

Admiral Puan. The continued improvement in the health of the 
Navy in all fairness may not be attributed to any single factor, for this 
continued improvement is due to a combination of items. First of all, 
we can point to the application of the many findings and new develop- 
ments in the fields of medicine and allied sciences. Next, there is 
the effect of such events as the termination of hostilities in Korea. 

It is not possible to measure with any degree of accuracy the con- 
tribution that medical and dental research has made and is making 
to the excellent medical care program of the Navy. There can be no 
doubt, however, that it is to preventive medicine and medical and 
dental research that we must give credit for a substantial part of the 
naval manpower standing by and available for immediate combat, 
because of the part such research has played in preventing disease as 
well as in discovering and developing treatment for physical dis- 
abilities. 

Of significance, also, are the training naval personnel receive in 
Medical Department schools and the professional experience they 
accumulate through rotation in duty assignments. 

Equally important to the continued improvement that has been 
demonstrated in the health of the Navy is the efficient and effective 
way in which funds appropriated by the Congress have been adminis- 
tered. The Medical Department through the maintenance and 
development of efficient and effective practices and procedures has 
assured and obtained the maximum application of these funds to the 
furtherance of excellent medical care for the personnel of the Navy, 
and has maintained an equitable balance between the professional 
aspects of medical care and the supporting administrative functions. 

Other factors which have an important effect upon the overall 
health of the Navy are the changes in the incidence rates of some of 
the seasonal diseases such as measles and the acute respiratory infec- 
tions, as well as the incidence rates of some of the chronic long-term 
diseases. In addition, an Executive order requiring the transfer of 
chronic cases necessitating prolonged hospitalization to Veterans’ 
Administration facilities has had a considerable bearing upon the 
patient load in naval hospitals. 
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RATIO OF MEDICAL OFFICERS ON BOARD 


Senator Fercuson. What is the ratio of medical and dental officers 
allowed on board and how does this ratio affect your operations? 

Admiral Pucu. The ratio of dental officers allowed is 2 per 1,000 
active duty military strength or a total of 1,992 dental officers allowed 
to be on board as of June 30, 1954. On board at present are 1,766 
dental officers. The ratio of medical officers allowed is 3.26 per 1,000 
troop strength. During the current month we will reach a ratio of 
3.30 and in June 1954 further reductions will bring us to the allowed 
ratio of 3.26 per 1,000 troop strength. 

The ratio of dental officers at 2 per 1,000 troop strength, provided 
we are able to obtain that many dental officers, will provide for satis- 
factory operation under the current provision that only in isolated 
areas and only in emergency will dental care be provided for depend- 
ents. In the event increased care for dependents should be required 
or in the event the ratio on board remains below 2 per 1,000 troop 
strength, it will be impossible to provide the level of dental care re- 
quired. 

The reduction of medical officer ratio affects operation by requiring 
drastic reduction in provision of medical care for dependents of mili- 
tary personnel as was discussed in the question relative to the activities 
at the Naval Postgraduate School, Monterey, Calif. To the extent 
possible this reduction in dependent care is being made in those areas 
of the world where a sufficient number of civilian physicians are 
available to provide the care. However, as was the case at Monterey 
the simple availability of civilian physicians in the neighborhood is 
not a complete answer to the problem nor is it possible in all areas to 
provide adequate dependent care in those places where the number of 
civilian physicians is inadequate to take on the extra load of military 
dependents residing in the area. 

A second effect of the reduced medical-officer ratio is to cause a 
marked reduction, revision, and interruption of the graduate-training 
program for medical officers. This interference with a training pro- 
gram during peacetime has a deleterious effect immediately upon the 
procurement of additional medical officers since it is traditional that 
doctors of medicine do not care to associate themselves with an 
organization which is stagnant and nonprogressive. The science of 
medical practice is advancing so rapidly that only through continuous 
refresher training can any physician keep abreast of the science as it 
advances. As a consequence no physician is willing to become a part 
of an organization where his entire time and energy is expended in 
work with no opportunity to improve his knowledge and his methods. 
In addition to hindering procurement of additional medical officers, 
the curtailment of the training program will have a bad effect upon 
the morale of the medical officers already in the service and will lend 
increased desire for separation from the service either by resignation 
or retirement. The long-range effect of these factors will be to render 
the Medical Department of the Navy less well prepared to cope with 
any future emergency requiring an expansion of the Medical Depart- 
ment. The fine record of performance established by the Medical 
Department of the Navy for World War II was in no small degree due 
to the capabilities of the thoroughly trained cadre of regular Navy 
personnel who were available as a nucleus to guide and conduct the 
activities of the tremendously expanded Medic al Department required 
in the conduct of the war. 
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SAVINGS AS A RESULT OF KOREAN TRUCE 


Senator Fercuson. Can you give, by budget activity, the savings 
engendered in fiscal year 1954 as a re sult of the Korean truce agree- 
ments? Have these savings been placed in reserve? 

Admiral Puau. I will get the information. 

(The information requested follows:) 


Rudget activity Savings ! 
1A Hospitals . $1, 511, 000 
7 Care of the dead aoe 643, 000 
Total 22. 154, 000 


' Savings of appropriated funds. 

2 Savings are based on revised fiscal year 1954 requirement as submitted in the tentative apportionment 
for fiscal year 1955 to OBR-OSD on May 6, 1954. Approximately $2 million of this estimated sivings is 
included in the unapportioned reserve ($8,866,000) on Nav Exus-3147, serial No. 1954-6 approved Mar. 29, 
1954. 


TRANSFER OF PATIENTS TO VA HOSPITALS 


Senator Frrcuson. How many of the so-called long-term Navy 
patients have been transferred to the Veterans’ Administration hos- 
pitals during the past fiscal year and approximately how many do 
you expect to transfer during fiscal year 1955? 

Admiral Puen. During fiscal vear 1954 actual transfers under the 
Executive order requiring long-term Navy patients to be transferred 
to the Veterans’ Administration for further treatment has been at the 
rate of 150 per month through the month of April 1954. Projected at 
the same rate the number for fiscal year 1954 would be 1,800 such 
patients for the year. Allowing for the fact that no more Korean 
casualties are anticipated and that there will be a decrease in the 
active-duty military strength in fiscal year 1955, it is estimated that 
approximately 1,600 "- +h transfers will be made in fiscal year 1955. 

Senator Ferauson. Civil Engineers is next. 


Civit ENGINEERING 


STATEMENT OF REAR ADM. JOHN R, PERRY, CEC, USN, CHIEF, 
BUREAU OF YARDS AND DOCKS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appronvriation or estimate $212, 800,000 | $115, 000, 000 $116, 800, 000 
Transferred pursuant to 67 Stat. 16, to 
‘*Military personnel, Army”’ 15, 000, 000 
“Military personnel, Navy” 17, 500, 000 
Adjusted appropriation or estimate 180, 300, 000 115, 000, 000 116, 800, 000 
Reimbursements from non-Federal sources 713, 009 
Reimbursements from other accounts 17, 607, 190 14, 767, 000 16, 602, 000 
Total available for obligation 198, 620, 199 129, 767, 000 133, 402, 000 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent year — 20, 445, 740 
Obligations incurred 178, 174, 459 129. 767, 000 138, 402, 000 
Comparative transfer from 
“Aireraft and facilities, Navy” 172, 800 172, 000 
‘*Navy personnel, general expenses” 4, 980, 527 2,319, 000 
“Ships and facilities, Navy”’ 222, 000 
“Servicewide operations, Navy” 1, 964, 595 99, 000 
“‘Servicewide supply and finance, Navy’ 9, 381, 000 7, 600, 000 
Total obligations 194, 895, 381 139, 957, 000 133, 492,000 


NotTeE.— Reimbursements from non-Federal sources are from the proceeds of sale of personal property 
(40 U.S. C. 481 (¢ Amounts included in total obligations herein for research and development are re- 
peated in schedules submitted for the proposed new single continuing appropriation, ‘‘Research and De- 
velopment, Navy.” 
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Obligations by activities 


Description | 1953 actual | 1954 estimate | 1955 estimate 


Direct Obligations 
Appropriated funds 


Engineering services $17, 137, 361 $16, 528, 000 $15, 228, 000 
Industrial mobilization 276, 172 | 290, 000 290, 000 
Maintenance and operation of shore establishments 95,729,287 | 88,617,000 84, 940, 000 
Spectal procurement 41, 203,786 | 10,148,000 5, 029, 000 
Construction battalion support 15, 851, 641 | 3, 362, 000 5, 263, 000 
Research and development 1, 4 799 | 1, 350, 000 1, 350, 000 
Departmental administration 4, 775, 136 4, 895, , 000 4, 700, 000 
Total obligations from appropriated funds. __. 176, 575, 182 | 125, 190, 000 116, 800, 000 
Reimbursements from non-Federal sources A" 
Maintenance and operation of shore establishments _. | 635, 009 
Special procurement ‘ —_ ‘ 78, 000 | 
Total obligations payable out of reimbursements from | 
non-Federal sources pith 713, 009 |. 
| —EE - 
Total direct obligations... 6s ; | 177,288,191 | 125 5, 190, 000 | 116, 800, 000 
| = ==-| === = 2 
Obligations Payable Out of Reimbursements From Other Ac 
counts | 
Engineering services 7 eit 300, 000 300, 000 300, 000 
Industria] mobili ation ‘4 BBG fh oiie iwe spose Poca pend dni 
Maintenance and operation ‘of Shore Establishments... 11, 928, 637 | “& 329, 000 9, 312, 000 
Special procurement. : : pode 5, 37 5, 000 | }, 138, 000 6, 990, 000 


aii ore say .| aeranatebicle 
Total obligations payable out of reimbursements from 
other accounts -- edadees sane 17,607,190 | 14, 767, 000 416, 602, 000 





Total obligations...................-- 43 1.908 381 | 139, 957,000 | 133, 402, 000 


Note.—Amounts included in “total obligations” herein for research and ayveean ent are repeated in 
schedules submitted for the propesed new single continuing appropriation, ‘‘Research and development, 
Navy. 


GENERAL STATEMENT 


Senator Fercuson. Will you please proceed, Admiral? 

Admiral Perry. I am Rear Adm. John R. Perry, Civil Engineer 
Corps, United States Navy, Chief, Bureau of Yards and Docks. 

The aiamerietirs. “Ciyil engineering, Navy’’ provides for engineer- 
ing services to the Naval Shore Establishment; the maintenance and 
operation of the public works centers, public works departments of 
16 naval stations, the construction battalion centers, and most of the 
rental housing for naval personnel; procurement of special items of 
equipment for navywide purposes; and support of Active and Reserve 
construction battalion units. 

The appropriation request for fiscal year 1955 was $116,800,000, 
representing a voluntary reduction of $8,390,000 as compared to the 
funds appropriated for the same functions in fiscal year 1954. During 
the past year (1954) the Bureau of Yards and Docks has effected 
substantial savings by reexamining its programs and reducing expendi- 
tures wherever possible without impairing essential support to the 
operating forces. The same or similar economies were contemplated 
in the preparation of the budget for fiscal year 1955. 

It is respectfully santentadl that the members of the committee 
restore $7 million of the $13,506,000 reduction made in this appro- 
priation as being a partial duplication of the voluntary savings already 
offered in this appropriation request. 

Reinstatement of this $7 million would provide an appropriation 
of $110,294,000, which is considered the minimum amount required 
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to support the activities and functions provided for by this appropria- 
tion. The balance of the reduction, amounting to $6,506,000, was 
either voluntarily offered by the Bureau of Yards and Docks during the 
House hearings, or is a result of a transfer in appropriation cognizance. 

I shall be ileaned to answer any questions you may wish to ask and 
supply full details of appropriation content. Complete data is 
available indicating that a duplicate reduction has been made in this 
appropriation. 

Senator Fercuson. What is the operation or function that will be 
eliminated, if you do not get the $7 million? 

Admiral Perry. The ade $7 million would be applied for general 
maintenance of our particular branch of the Shore Establishment. 
If it is cut out, remains cut out, it means that we will just barely 
maintain that portion of the Shore Establishment for which the Bureau 
of Yards and Docks is responsible. 

The deferred-maintenance items will continue to pile up. 


SPANISH SITUATION 


Senator Ferauson. How is the Spanish situation progressing? 

Admiral Perry. I will be happy to answer that. You understand, 
of course, that the Spanish situation is not handled by this particular 
appropriation, but we think the Spanish situation is progressing 
satisfactorily. 

Senator Fercuson. Are your cost estimates standing up? 

Admiral Perry. Yes, sir; insofar as we are able to determine at 
the moment. There has been no actual construction done over 
there yet. 

Senator Fnreuson. Do you anticipate then that they are going 
to compare with the United States cost? 

Admiral Perry. My present and best guess is that they will. 

Senator Ferauson. Can you tell me about personnel. If you 
cannot answer these questions I would like to have you answer them 
later by submitting the data. 

Are they being utilized in Spain? Or, have you got a lot of men 
over there that cannot be kept busy now? 

Admiral Perry. No, sir; the A. and E. people have actually native 
Americans over there at the present time, fifty some-odd and they 
expect to go to 76. 

In the meantime they have quite a number of subcontracts which 
they have let to Spanish architect engineers in order to give as much 
work to Spanish people as is possible. 

Senator Frrauson. How many foreigners have we employed there, 
so-called native sons? 

Admiral Perry. I will have to furnish that for the record. 

Senator Frrcuson. Will you do that? 

Admiral Perry. Yes, sir; I will be happy to. 

(The information requested follows:) 

Approximately 250 Spanish nationals have been hired to date. About 75 of 
these are employed by the Navy and the remaining 175 are employed by the 
a re contractor either directly or through subcontracts with Spanish 

rms. 
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RESPONSIBILITY 


Senator Ferauson. It is assumed that you are responsible for the 
accomplishment of all construction work throughout the entire Naval 
Establishment. 

Admiral Perry. The Bureau of Yards and Docks is technically 
responsible for all construction work throughout the entire Naval 
Establishment, and in addition, has direct charge of all the major 
construction normally funded under the appropriation “Publie works, 
Navy.”’ Some minor construction as allowed by section 612 of 
Public Law No. 179 is financed from annual appropriations. 

Senator Fereuson. Can you tell us briefly how this responsibility 
is executed? 

Admiral Perry. The Bureau executes this responsibility through 
coordination of requirements at Navy Department level with actual 
construction administration being performed by the district public 
works offices, located in each naval district, and Bureau = Yards and 
Docks overseas divisions. Funds are made available to the district 
public works officers and overseas directors from the appropriation 
“Public works, Navy,” for major construction or from the cognizant 
annual appropriation for minor construction. Each of these officers is 
responsible for the preparation of plans and specifications, contract 
bid and award, inspection of work in progress and acceptance of 
finished construction in his respective district or overseas area. 

Senator Ferauson. Are you also responsible for the accomplish- 
ment of repairs, maintenance, and inspection? 

Admiral Perry. The Bureau of Yards and Docks is technically 
responsible for accomplishment of repairs, maintenance, and inspec- 
tion. The Bureau is responsible for establishing requirements for 
annual surveys and maintenance standards. It is the responsibility 
of the Command and Management Bureau to finance and implement 
these requirements. Repair projects of any size are accomplished 
by private contractors. These contracts are awarded and adminis 
tered by the district public works officers and overseas directors in 
the same manner as for major construction projects except that they 
are usually financed from annual appropriations instead of the appro- 
priation “Public works, Navy.” 

Senator Frerauson. It is noted that under “Naval housing’ the 
number of units in 1954 is 2,731 more than in 1953 and the number 
of units in 1955 is 343 more than in 1954. How has the Navy 
acquired these additional units? 

Admiral Perry. The Navy has acquired the following defense 
housing units in 1954 from the Public Housing Administration. These 
units were transferred to Navy management because they are occu- 
pied exclusively by Navy personnel and their families. 

Senator Ferauson. Will you insert at this point the number and 


location of the units you ™ ave just mentioned? 
Admiral Perry. Yes, si 
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Number 


Location: of unils 
Jacksonville, Fla, (Cumberland Homes) 330 
Key West, Fla. (Fort Villacce extension) 74 
Quonset Point, R. 1. (Wiekford) 262 
Lone Beach, Calif. (Cabrillo) 600 
Philadeinhia, Pa. (Passyunk) 1, 000 
Washincton, D. C. (Hichland) 350 

Total transfers, 1954 2, 616 
Activation of inactive units at various locations in 1954 ! 115 
Total activated and acquired in 1954 2, 731 
Activation of inactive units at various locations in 1955! 3438 
Total units transferred or activated in 1954 and 1955 3, O74 

1 Individual units in housing projects, usually comprised of several hundred unit ire activated and 
inactivated depending upon local requirements. During 1054 and 1955, 458 units were activated for housing 


of military personnel and their famili 


Senator Fercuson. What is meant by net savings? 

Admiral Perry. The net savings is the amount of savings to the 
Government in excess of the cost of maintaining and oe these 
housing units. These savings are reflected in two ways: (1) cash 
deposited to the United States Treasury as miscellaneous receipts 
and (2) through forfeiture of military personnel housing allowances 


CONSTRUCTION BATTALION SUPPORT 


Senator Frrauson, Under “Construction battalion support’? you 
are asking for $1,901,000 more in fiscal year 1955 than in fise ‘aul year 
1954. What are the circumstances which require this increase 

Admiral Perry. There are 2 items which make up this increase 
of $1,901,000 as follows: 

(a) An amount of $1 million to provide for the cost of transporta 
tion of mobile construction battalions, equipment and personnel via 
Military Sea Transportation Service. This amount is based upon 
planned Navy movements to overseas construction projects in the 
Atlantic and Pacific areas. This is a new item resulting from the use 
of MSTS vessels for troop movements in lieu of Navy vessels. 

(b) An amount of $901,000 for procurement of equipment for use of 
active construction battalions performing Overseas construction, 
This procurement is to replace a few items of equipment worn out 
during construction and to procure several heavy type items for par- 
ticularly large construction projects now being constructed. Much of 
the equipment being used was left over from World War II and is 
reaching the stage where it can no longer be repaired, and must be 
replaced if this construction is to continue on schedule. 


VEHICLE MAINTENANCE COST 


Senator Ferauson. What has been done to reduce the cost of 
vehicle maintenance? 

Admiral Perry. The Navy promulgated a thoroughly modernized 
vehicle maintenance cost-control program in September 1953. Al- 
though this program has been in operation only a few months, positive 
economies have been achieved. To date 12 percent of the vehicle 
fleet has been brought under the cost-control system with actual 
savings at an annual rate slightly in excess of $1,500,000. The total 
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annual savings will reach a minimum of $11 million when the cost- 
control program is fully implemented. Navywide implementation 
of the program will be completed by November 1954. These mainte- 
nance costs represent an approximate reduction of 30 percent in 
corresponding costs experienced as of June 30, 1953. These savings 
are being generated in the various Navy appropriations. 


APPEAL FROM HOUSE ACTION 


Senator Fereuson. Will you submit now your reclama and make it 
part of the record? 

Admiral Perry. Yes, sir. 

(The information referred to follows:) 


Civit EN@iNEERING, Navy 


“ 19, line a 
1954 appropriation__ $115, 000, 000 
1954 revised appropriation (( { 125, 190, 000 
1955 estimate____.--_. 116, 800, 000 
House committee__........_-- aN 103, 294, 000 
House floor - - -- ie * 103, 294, 000 


(House hearings, p. 962) 
The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 20, line 5: Strike out “‘$103,294,000” and insert in lieu thereof ‘‘$110,294,- 
000”, an increase of $7 million over the House approved amount and $6,506,000 
below the estimate. 

EFFECT OF PROPOSED AMENDMENT ' 


The proposed amendment will increase the appropriation, “Civil engineering, 
Navy” by $7 million, or from $103,294,000 to $110,294,000. 


HOUSE COMMITTEE REPORT 


Page 31 of the House committee report reads as follows: ‘‘The balance of the 
reduction, $7 million, has been made on the strength of the large unobligated 
balance expected in the 1954 appropriation which was not foreseen when the 
1955 budget was under preparation. Analysis of the factors contributing to this 
balance discloses that a minimum of $7 million represents operating economies 
in expenditure areas that should recur in future years. The tabulation on page 
962 of the hearings clearly discloses the situation.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


The House committee report conveys the impression that none of the economier, 
which resulted in the large unobligated balance expected in the 1954 appropria- 
tion, is reflected in the 1955 budget, and therefore concludes that a downward 
adjustment of $7 million is required to bring the two budgets into balance. 

In preparing the 1955 budget, this Bureau made a conscious effort to continue 
and improve all possible operating economies with the aim of requesting less funds 
in 1955 than were required for 1954. That the Bureau was successful in this 
may be seen from the following chart. This chart, of necessity, contains adjust- 
ments to convert the 2 years to a comparable basis. 
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1954 1955 


Appropriation or estimate, p. 952, House hearings. .............. : $125, 190, 000 $116, 800, 000 
Deduct: 
Savings, pp. 956 and 962, House hearings — 13, 000, 000 | 3, 100, 000 
Transfer of research and development, p. 32, House committee report —3, 346, 000 | —3, 296, 000 
Proposed House reduction, p. 31, House committee report: Penalty | 
mail. : : gee d ‘i d } — 110, 000 
Functions not budgeted in 1954: | 
MSTS transportation, p. 34, justification book. _.. . , | — 1, 000, 000 
Outfitting CB units, p. 36, justification book aid ri zi --| 600, 000 
Penalty mail, p. 29, justification book _-......-. at a aialiae al — 190, 000 


Adjusted budget base, 1954 and 1955... on ee . 108, 844, 000 108, 504, 000 


Reductions voluntarily made in submitting this appropriation request have 
already taken into consideration all possible economies effected during the fiscal 
year 1954, which means that a further reduction of $7 million cannot be absorbed 
without drastic action affecting the maintenance and operation of the shore 
establishments financed from this appropriation. 

This reduction in funds will lead to a level of maintenance which is below an 
acceptable standard. It will result in a constantly increasing backlog of deferred 
essential work which will ultimately become serious enough to impose curtailed 
operations and a general impairment of missions essential to the support of the 
Operating Forces. This reduction is equivalent to the elimination of all mainte- 
nance support for 3 or 4 major activities of the Shore Establishment financed from 
this appropriation. 

The 1955 budget request, as indicated on page 5 of the appropriation estimate, 
shows that in budget activities 1 and 3, which are the activities concerned with 
maintenance and operation, economies totaling $12,700,000 have been made 
voluntarily since 1953 in these programs. 


Senator Frerauson. The next item is “Military construction, Naval 
Reserve forces.” 


Muuirary Construction, Navat Reserve Forces 


STATEMENT OF REAR ADM. K. M. McMANES, USN, ASSISTANT 
CHIEF OF NAVAL OPERATIONS (NAVAL RESERVE) 


Amounts available for obligation 


| 


Actual, 1953 Estimate, | Estimate, 


1954 1955 
} 


Appropriation or estimate ne od di $30, 000, 000 | $15, 000, 000 


Prior year balance available (appropriation) - .. 5, 629, 000 


Total available for obligation 30, 000, 000 20, 629, 000 
Balance available in subsequent year (appropriation) - —5, 629, 000 — 2, 258, 000 


Obligations incurred . 24, 371, 000 | 18, 371, 000 
Comparative transfer from: ‘‘Public works, Navy”’ > $8, 500, 081 13, 171, 000 |... 


Total obligations ; 8, 500, 081 37, 542, 000 | 18, 371, 000 


Obligations by activities 


Description | 1953 actual | 1954 estimate | 1955 estimate 


Naval Reserve, aviation...................... icici acal $8, 098, 169 $36, 917, 000 $11, 843, 000 
Naval Reserve, surface.............- ‘ aa 4 401, 912 3, 305, 000 | 3, 466, 000 
Marine Reserve, ground... .-....- as ae let 3, 320, 000 3, 062, 000 


Total obligations..............- 8, 500,081 | 37, 542, 000 | 18, 371, 000 
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GENERAL STA TEMENT 


Senator Ferauson. Wil] you proceed, please? 

Commander Bryant. Mr. Chairman, the appropriation titled 
“Military Construction, Naval Reserve Forces” provides funds for 
facilities and additions to adequately house and train the Naval and 
Marine Corps Reserve forces. The items contained in the justifica- 
tions are those considered to be the immediate requirements for this 
program. It is well to point out that the funds requested in their 
entirety have been previously authorized by the National Defense 
Facilities Act (Public Law 783 of the 81st Cong.). This request for 
funds for Reserve construction totals $15 million. The justifications 
are divided into three sections to facilitate consideration and review. 
The first section covers the Naval Air Reserve program, consisting of 
'3 separate projects. The second section consists of 10 projects re- 
quired for the Naval] Reserve surface training program, and the third 
section has 14 Projects for the Marine Corps Reserve programs, 

The National Defense Facilities Act of 1950, Publie Law 783. 8 Ist 
Congress, provided authorization for the acquisition, construction, 
expansion, rehabilitation. conversion, equipping, and joint utilization 
of facilities necessary for the administration and training of units of the 
Reserve components of the Armed Forces of the United States. Under 
this authority, funds are requested in this appropriation to provide 
for the construction and extension of facilities used in the train‘ng and 
administration of the Reserve components of the Navy and the 
Marine Corps. The majority of facilities requested in this presenta- 
tion will be joint ly utilized with one or more other Reserve components. 

This is the second representation to the Congress by the Navy 
Department for a substantial portion of the funds authorized under 
Public Law 783 of the SIst Congress. In this submission there is no 
request for a facility in a new locality. Where a new facility is re- 
quested there are Reserve units in being and the locality has proved 
capable of support ing units of the size for which the facility is requested 

In addition to new facilities this submission includes 
additions and improvements to a number of existing facilities. Many 
of these additions are to provide exclusive space requirements for the 
enlarged Marine Corps Reserve training program and consist of addi- 
tions to existing Naval Reserve training centers. Other items are for 
improvements to existing naval air stations and Naval Reserve train- 
ing centers hecessary to conduct an effective training program and 
to effect a reduction in maintenance and upkeep costs, 

The proposed projects contained in this request have been. care- 
fully screened to include only those items considered to be immediate 
requirements. To insure this, a representative from the Navy De- 
partment, together with field representatives, has surveyed each 
locality where a new facility or major improvement is requested. 

This submission consists of items in support of three Reserve train- 
ing programs, the Naval Reserve Air, Naval Reserve Surface, and 
Marine Corps Reserve. 


& request for 


AIR PROGRAM 


The principal items for the Naval Air Reserve portion of this 
submission are a new facility in the Akron-Cleveland area, to be con- 
structed jointly with the Air Force Reserve, and the second incre- 
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ment of the joint project at Alvin-Callendar Field, New Orleans. 
The remaining Naval Air items of this submission provide for the im- 
provement of existing facilities by such items as runway extensions 
and necessary land acquisition, ammunition storage facilities, taxi- 
ways, additional training facilities, and sanitary system improve- 
ments. 

SURFACE PROGRAM 


The items included in this submission are for 3 replacement train- 
ing centers to be constructed jointly with the Army Reserve and 3 
to be constructed jointly with the Marine Corps Reserve. Construe- 
tion of three small electronics facilities are also planned as well 
the expansion of an existing Naval Reserve training center to accom- 
modate the expanded program. Funds are requested to permit 
exercising an option to pure hase a building now occupied as a Naval 
Reserve training center. This building was previously renovated 
and converted at Navy expense, 


MARINE CORPS PROGRAM 


There are 14 projects in this program. Seven are for the construe- 
tion of exclusive Marine Corps space at existing Naval Reserve 
training centers. Three are for joint construction of new facilities 
with the Naval Reserve and the expansion and restoration of an 
existing Marine Corps Reserve facility. Other projects include a 
joint construction with the Army Reserve to provide exclusive Marine 
Corps Reserve space and the expansion of a joint Army-Naval Re- 
serve training center to privide exclusive Marine Corps Reserve 
space. 

The Navy is required by the Armed Forces Reserve Act to provide, 
maintain, and support an adequate Naval Reserve and Marine Corps 
Reserve to meet planned mobilization requirements. In order to 
meet these requirements, it is essential that reasonable and adequate 
facilities be provided to conduct an effective training program. The 
Navy heartily endorses the action of Congress in placing in law a 
requirement for a dynamic, well trained, and qualified Reserve. ‘This 
action emphasized the Navy’s past policy and desires for its Reserve 
components, both Naval and Marine. The funds requested here are 
consistent with a continuance of the Navy’s long range plans for 
proper, efficient, economical support of our Reserve components. It 
is a forward and orderly step for carrying out the provisions of the 
congressional will as expressed in the Armed Forces Reserve Act and 
the National Defense Facilities Act of 1950. This is an essential 
facilities program of utmost importance to provide the training that 
will make our Naval Reserve and Marine Corps Reserve ready to 
meet any emergency our Nation may be called upon to face. 


SHARING OF RESERVE TRAINING FACILITIES 


Senator Frereuson. In the appropriation introduction it is noted 
that the funds requested are to provide facilities which will be used 
jointly by the Navy and Marine Corps Reserve personnel. To what 
extent do you share Reserve training facilities with the Army and Air 
Force? 
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Commander Bryant. Naval Reserve training facilities are shared 
with the Army and the Air Force wherever practicable. The Navy 
Department and the Department of Defense conduct a continuing 
review of the feasibility of such joint utilization. At present 13 
Reserve naval air stations are shared with the Air Force. In our 
surface program, seven Naval Reserve training centers are either 
currently or planned for joint usage with the Army. 

Senator Ferauson. It is noted that several of the projects in this 
request provide replacement training facilities for Naval Reserve 
units presently housed in leased space or at locations not conveniently 
located for reservists. Does past experience indicate that the number 
of potential reservists participating in the training programs depend 
largely upon adequate facilities conveniently located? 

Commander Bryant. Yes, sir. We have had considerable experi- 
ence with this phase of Reserve training in the operation of 315 
centers throughout the country. Only in rare instances have spaces, 
leased only for interim purposes, been satisfactory for our training 
needs. Furthermore, such space is frequently available only in lofts 
or industrial buildings. The character of the environment and its 
inaccessibility from residential centers has been conclusively shown 
to deter voluntary Reserve participation. 

Senator Fercuson. Is it expected that participation in your 
Reserve training programs will increase during the next few years? 

Commander Bryant. Yes, sir. The Naval Reserve programs 
were heavily depleted by the Korean calls to active duty. We are 
now in a period of planned buildup to regain pre-Korean strength and 
to continue on toward the goal of mobilization requirements. For 


instance, on July 1, 1950, we had 195,522 in our drill pay programs. 
By July 1, 1952, there were only 126,555. As of April 1, 1954, we 
have reversed the trend and increased to approximately 138,000. 
The goal for July 1, 1956, is 161,000. Current increases indicate a 
good probability of achieving this figure. 


SPACE FOR TRAINING FACILITIES 


Senator Fercuson. It is noted that a number of the projects listed 
are to provide exclusive space for Marine Corps Reserve training 
facilities. Kindly explain to the committee why the Marine Corps 
Reserve training facilities need to be exclusive of the Navy’s facilities. 

Commander Bryant. Exclusive space in joint utilization of Reserve 
facilities is that space required by the tenant activity, in this case the 
Marine Corps, solely for its own administrative and other functions 
which are in addition to the requirements of, and cannot be provided 
by, the host activity. In all such designs, exclusive space is held to 
a minimum and maximum use is made of space which can be jointly 
utilized by more than one service. 

Senator Ferauson. What is the planned utilization schedule for 
present and anticipated Navy and Marine Corps training facilities? 

Commander Bryant. The utilization schedule of all joint Reserve 
training facilities is determined by local requirements. Our objective 
at all such activities is the maximum utilization practicable. 

Senator Fereuson. We will go to research. We have an appeal 
there. 
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RESEARCH AND DEVELOPMENT 


STATEMENT OF REAR ADM. EDWARD W. CLEXTON, USN, 
ASSISTANT COMPTROLLER, DIRECTOR OF BUDGET AND 
REPORTS 


Amounts available for obligation 


. estimate Estimate 
Actual, 1953 I i , I a , 
Appropriation or estimate $441, 633, 000 
Prior year balances reappropriated and transferred from 
“‘Aireraft and facilities, Navy’’.__. 3, O84, 937 
“Ships and facilities, Navy’’ 17, 045, 156 
“Ordnance and facilities, Navy’’ 22, 148, 639 


**Medical care, Navy”’ 
“Civil engineering, Navy”’ 









“ 222, 875 
“Servicewide supply and finance, Navy”’ 36, 199 
“Navy personnel, general expenses’’ ‘ 66, 226 
“Marine Corps troops and facilities’... 670, 037 

Reimbursements from other accounts. 900, 000 

Total available for obligation... .. 487, 529, 159 

Balance available in subsequent year 22, 529, 159 

Obligations incurred ‘. 465, 000, 000 


Comparative transfer from: 
“Aircraft and facilities, ! 
“Ships and facilities, Navy 
“Ordnance and facilities, Navy” 





3, 678,050 | $188, 248, 000 
209, 677 63, 676, 000 
160, 261 132, 889, 300 














‘*Medical care, Navy” 24,413 | 4, 476, 000 
“Civil engineering, Navy” 3, 479, 806 3, 346, 000 
“Servicewide supply and finance, Navy’”’. 661, 000 | 700, 000 
“Navy personnel, general expenses” . Seal 631, 416 450, 000 
“Marine Corps, troops and facilities’ 5 1, 635, 066 2, 008, 000 
‘Research, Navy” | 68, 070, 239 57, 076, 931 
Total obligations Tie j 497, 840, 018 452, 870, 231 465, 000, 009 


Obligations by activities 







eedhaadal ‘ Estimate, Estimate, 
Description | Actual, 1953 1954 1955 
Direct Obligations 
. | 
Appropriated funds: 
SS ee ea , ttn ..| $203, 278, 050 | $187, 848,000 | $179, 473, 000 
Ships A 5 62, 299, 677 63, 676, 000 75, 734, 000 
Ordnance... 152, 154, 797 131, 604, 000 136, 143, 000 
Medicine _. . . 4, 224, 413 4, 476, 000 4, 809, 000 
Civil engineering. ..... 3, 479, 896 3, 346, 000 8, 407, 000 
Supply | 661, 000 | 700, 000 718, 000 
Military personnel... .. 631, 416 450, 000 | 483, 000 
Marine Corps é .| 1, 635, 066 | 2, 000, 000 : 
Naval research... . - 58, 989, 242 50, 285, 931 54, 
Naval research—related functions... 6, 197, 269 | 6, 691, 000 | 6, 
Total direct obligations !__._. 7 493, 550,826 | 451, 076, 931 464, 100, 000 
Obligations payable out of reimbursements from other accounts 
| 
Aviation ai 400, 000 400, 000 400, 000 
Ordnance . 1, 005, 464 1, 285, 300 400, 000 
Marine Corps. -. f PE 8, 000 ; 
Naval research 2, 879, 853 95, 000 95, 000 
Naval research, related functions. - . eas . . 3, 875 5, 000 5, 000 
Total obligations payable out of reimbursements from 
other accounts --- . pide abi aidd Gets! 4, 289, 192 1, 793, 300 | 900, 000 
Total obligations - - - ._- cedeiece Sideasdsdoecee< 497,840,018 | 452, 870, 231 465, 000, 000 


1 Amounts shown include funds for indirect costs contained in other than the budget activity, research 
and development, as shown in the parent account. In addition, fiscal year 1955 amounts include prior year 
balances reappropriated and estimated to be available for obligation in fiscal year 1955. 
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GENERAL 





STATEMENT 


Senator Ferauson. Will you proceed, Admiral? 

Admiral CLexron. Mr. Chairman, on “Research and develop- 
ment,’ as you know, the House committee removed the research and 
development from each one of the technical material appropriations 
and placed it all in one appropriation called “Research and develop- 
ment, Navy.” This is a new appropriation for the Navy for fiscal 
1955. 

At the same time it reduced the dollars in that appropriation by 
$21,758,100. 

We are requesting that the cut be restored to the Navy for several 
reasons. In the report the committee said: 

We effected minor reductions in this activity for each of the three services 


principally on the basis of substantial unobligated balances projected as of the 
end of the current fiscal vear 


Meaning 1954. 

Now, in the Navy’s appropriation they did not extend our balances 
at all; because funds in the annual appropriations that are not ob- 
ligated by the end of 1954 cease to be available for obligation in 
1955 or later. 

So, we are requesting a change in the language to give the Navy 
what the committee apparently wish to do. 

In their report they indicate that the Army, for instance, has $44 
million that will be unobligated at the end of the year and they wish to 
allow the Army to carry it over. 

They also indicate in the report that the Air Force has $85 million 
unobligated at the end of fiscal 1954 and they wish them to carry it 
over, but for the Navy we have no carryover, unless the proposed 
language is approved which merges with the new appropriation the 
unexpended balances from the old appropriation for fiscal year 1953 
and fiscal year 1954. 










AUTHORITY TO CARRY OVER 


Senator Ferauson. I would like to put a question to you along that 
line. 

If we give you the right to carry over, do you think that you could 
have some economies, or would you run into what we did on the tug- 
boats that we were talking about here this morning: That the man 
testified they were hurrying to get the tugboat contracts out in June 
and they would just get under the wire before the Ist of July so as to 
get the money spent so that they do not lose their appropriation? 

Now, if we allow you to carry over, do you think you can have some 
economy? 

Admiral Cu — Yes, sir; I believe we can. We have a board 
set up in the Navy with an Assistant Secretary of the Navy as the 
head of the board and all the assistant chiefs of the bureaus of the 
Navy for research and development as members of the board. This 
board reviews our program constantly and makes reductions all 
throughout the year in executing this program. 

Senator Ferauson. Do they really have the nerve to cancel some 
of these contracts that are bad ones? 

Admiral CLexton. Yes, sir. 

















DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 695 


Senator Frereuson. Do you have evidence that they do exercise 
that judgment? 

Admiral CLexton. Yes, sir. I have an additional supplemental 
statement which I would like to put in the record on this particular 
point. In that statement I point out that this Research and Devel- 
opment Review Board in 1954 carried out five successive reviews and 
cut our program down from a requested $540 million to $393 million. 

Then in the reviews for the 1955 budget they cut the amount down 
from $431 million to $389 million, of direct research and development 

This is an effective working board. 

[ went to a meeting with the Assistant Secretary of Defense (Re- 
search and Development), Mr. Quarles, on this program, and he 
recommended that I come up here with this appeal for the language 
so that we would have approximately $45 million unobligated carried 
forward. 

Senator Fereuson. For instance, do you want the 1952 funds 
merged with the new appropriation? 

Admiral CLtexron. No, sir; we do not want that. Those funds 
lapse on June 30, 1954. 

Senator Fereuson. That would just mean that on June 30 of this 
year they would expire anyway. 


MERGING OF APPROPRIATIONS 


Admiral Ciextron. That is correct and we do not want that. We 
want the 1953 and 1954 unexpended balances merged with the new 
appropriation. 

Senator Fercuson. How would this merging of prior years’ funds 
with the new appropriation be accomplished as far as accountingwise 
is concerned? 

Admiral CLexron. Accountingwise, in the Navy for each appropria- 
tion we have an item called “Research and development”’ as a budget 
activity. That is set up on our accounting books and obligations and 
expenditures are kept separately and always have been in the Navy 
for the past 4 years. 

The unexpended balances of those funds would be automatically 
put into the new appropriation and only those funds 

Senator Frercuson. If we did this, would you have to reorganize 
this part of the Navy? 

Admiral Ciexton. No, sir. The Board that we have, that | 
mentioned awhile ago, will be the instrument by which the entire 
coordination of research and development in the Navy will be done. 
After the Board has selected the items which they wish to develop, 
the cognizant bureau will be allotted the money in order to carry out 
that program. 

COORDINATION OF PROJECTS 


Senator Ferauson. How are projects coordinated between services? 

Admiral CLextron. Because of the interest which the research and 
development personnel of each service have in the research and 
development work of the other services there is an extensive inter- 
change of project data and progress reports and a very effective 
personal liaison between personnel working in related fields in each 
of the services. The Assistant Secretary of Defense (Research and 
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Development) working through coordinating committees is charged 
with the responsibility for coordination of all research and develop- 
ment projects prior to their initiation. 

Senator Fercuson. What is the level of Navy research and develop- 
ment provided for in the budget estimates for fiscal year 1955 as 
compared with that of fiscal year 1953 and of fiscal year 1954? 

Admiral Ciextron. The new obligational authority requested for 
fiscal year 1955 will permit an expenditure level (which is a good 
indication of the level of effort) of about $435 million which is about 
10 percent less than that for fiscal years 1953 and 1954. It will be 
necessary to obligate about $435 million in 1955 to maintain a level 
research and development program. This can be attained by the 
language change proposed. 


ANTICIPATED RESULTS 


Senator Fercuson. What can you tell us that will result if you 
get this $21 million? What will be the taxpayer’s benefit and how 
will the security be increased? What do you anticipate to do with it? 

Admiral CLexton. We have made a survey of this reduction as 
indicated by the House of $21,758,100. Review of the effect of 
this reduction indicates that the reduction will be borne chiefly by 
the major projects or programs of the four principal bureaus and offices, 
Air, Ships, Ordnance, and the Office of Naval Research. 

These bureaus and offices manage the major programs upon whose 
successful completion depends much of the future effectiveness of the 
Navy. 

Senator Ferauson. Why cannot you take some minor programs 
and eliminate them? Instead of taking it out of the four principal 
ones? 

Admiral Ctexton. The testimony I gave a minute ago, Mr. 
Chairman, indicated that the Board prior to the setting up of this 
appropriation to the Congress had reduced this appropriation from 
$431 million to $389 million. That was done by cutting out all the 
nonessential projects. 

So when you take out as large a percentage of money as $21 million 
of this program, you have to slow down the major projects: 

In Air, they would have to slow down the general purpose fighters, 
atteck carrier aircraft, and some of their jet engine development. 

Ip Ordnance, it would require the slowdown on development work 
of missiles and important fire-control systems, for aircraft and rockets. 
In Ships, the major programs of mine countermeasures, submaripe and 
antisubmarine devices would have to be reduced. 


EFFECT ON GUIDED MISSILE PROGRAM 


Senator Fercuson. I realize your Survey Board goes over this, 
but I wonder why they put it over the four programs rather than 
saying, for instance, take the guided missile, that is No. 1. 

There must be variations of shades here of importance You see, 
if we do not give you this $21 million, then you cut it across the board 
and take in all the important ones, including the guided missiles. 

Admiral Ctexton. The guided missile program will be slowed 
down. 
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Senator Ferauson. Why could you not keep that one full and slow 
down some other some more? 

Admiral CLexton. I am sure it would be the opinion of the Board 
that we would have to slow down in that program. 

Senator Ferguson. Did you tell the House that? 

Admiral CLexTon. Yes, sir. 

Senator Fereuson. Apparently they were not impressed by that. 

Admiral CLtextron. They said that they felt that putting them all 
together we might get greater savings. 

Senator Ferauson. Do you think the House was mistaken that 
you could carry it over, like the other two services, that you would 
have got the money if they realized you could not carry it over? 

Admiral Ciextron. I am not sure of that, but in discussing it 
informally with the people involved, I believe they have been favorably 
impressed by our statement of this problem. 

1 would like to say another thing about the research and develop- 
ment program of the Navy. We have meticulously kept our program 
on a current basis and, therefore, when you cut funds out of our 
program you are actually cutting programs out. We do not have 
large sums of money backed up at stations to do this work. 

We have our stations on a current basis. We have done that in 
the last 3 years, so that a cut in this appropriation definitely affects 
our research and development effort. 


UTILIZATION OF INDUSTRIAL RESEARCH AND DEVELOPMENT 
ORGANIZATIONS 


Senator Frerauson. To what extent is the Navy utilizing the serv- 
ices of industrial research and development organizations for the 
accomplishment of its programs? 

Admiral CLexton. Approximately 55 percent of the funds obligated 
for research and development are obligated with industrial contractors. 
This is entirely development requiring engineers and artisans. The 
balance of the funds is obligated with Government laboratories and 
universities and nonprofit institutions. 

Senator Ferauson. Your language here reads: 
and the unexpended balance of appropriations under the heading of ‘‘Research’”’ 
are hereby transferred to and merged with this appropriation in such amount as 
may be recommended by the Secretary of Defense and approved by the Director 
of the Bureau of the Budget. 

What is meant by this? What are you trying to do there? 

The Secretary of Defense would have to recommend and it would 
have to be approved by the Bureau of the Budget. Does that allow 
the Bureau of the Budget to keep control of this after it is merged? 

Admiral CLExTon. No, sir; it allows them to determine exactly 
what we put into this appropriation for future years 

However, in the Navy appropriation structure it is automatic, if 
you take the research and development activity of the various appro- 
priations. They will merely either approve that number or reduce it. 

Senator Ferauson. Do you know now what the Director of the 
Bureau of the Budget will approve? 

Admiral Ciexton. No, sir. But I know the number of dollars 
that are in the accounts that would automatically go into the new 
appropriation if no discretion was placed in the language. 
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Senator Ferauson. That will automatically go? [Reading:] 


are hereby transferred to and merged with this appropriation in the amount 
as may be recommended by the Secretary of Defense— 
if he did not recommend, it would not go in? 

Admiral CLextion. That is correct. 

Senator Fercuson. Was that money not appropriated for specific 
purposes? 

Admiral CLexton. It was appropriated for research and develop- 
ment and has been maintained by the Navy in that account. 

Senator Frerauson. Specific projects, or general projects? 

Admiral CLexton. Specific projects. 

Senator Ferauson. Can then the Secretary of Defense take away 
from those projects by this language? 

Admiral CLexron. No, sir. The projects that are proceeding to 
completion will be completed and paid for but there is about $45 
million of this fund that is unobligated at the end of 1954, and that is 
where I believe he will operate. 


APPEAL FROM HOUSE ACTION 


Senator Ferauson. We will place the reclama in the record. 
(The document referred to follows:) 


RESEARCH AND DEVELOPMENT 


(P. 21, line 13) 


1954 appropriation .---- $453, 773, 000 
1954 revised appropriation (+) or (—) transfers___- - 458, 501, 000 
1955 estimate : . = eek ee Sew 441, 633, 000 
House committee ; ------- 419, 874, 900 
House floor _- . mms ens sctendaun, , SEn) O14 BOO 


(House hearings, pp. 95, 249, 370, 484, 619, 684, 744, 990, 841, 757) 
The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 21, line 13: Strike out ‘$419,874,900”’ and insert in lieu thereof 
““$441,633,000,” the estimate and an increase of $21,758,100 over the House 
approved amount. 

EFFECT OF PROPOSED AMENDMENT 


This amendment will restore the full amount of the reduction approved by the 
House. 
HOUSE COMMITTEE REPORT 


“The committee has reduced research and development requests of all of the 
military services. It is believed that with proper application and regard for what 
is essential and what is not, the reduction of $21,758,100 will do no harm. On 
the contrary, the committee is convinced that there is further room for weeding 
out of projects and activities of doubtful value when viewed in light of 
the overall defensewide research program. There are no hard and _ fast 
rules by which to judge the*minimum essential levels of support for research, 
and conversely, of how to judge the maximum feasible supportable levels. How- 
ever, a rigid screening of projects and further critical review of items of doubtful 
value should enable the Department to come within the reduced total.” 


JUSTIFICATION OF THE PROPOSED AMENDMENT 


During fiscal years 1953 and 1954 there has been a downward trend in the 
amount of new obligational authority made available to the Department of the 
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Navy for research and development. At the same time, because of previous 
levels of appropriations and because the rising cost of weapons development, the 
annual expenditure of funds has not been as sharply reduced. As a result, the 
unexpended balances are continuing to shrink until, as may be seen in the follow- 
ing table, the unexpended balance carried forward into fiscal year 1956 represents 
less than a year’s funding: 


Unexpended balance July 1, 1953 $423, 341, 000 
New obligational authority, fiscal year 1954 452, 350, 000 
Total available for expenditure in fiscal year 1954 875, 691, 000 
Estimated expenditures in fiscal year 1954 496, 513, 000 
Unexpended balance as of July 1, 1954 379, 178, 000 
New obligational authority, fiscal year 1955 (House bill) 113, 403, 000 
Total available for expenditure in fiscal year 1955 792, 581, 000 
Estimated expenditure for fiscal year 1955 136, 718, 000 
Unexpended balance July 1, 1955 355, 863, 000 
Note.—The above table has been adjusted to include indirect costs included in the new appropriation 
but excludes the funds for related programs of the Office of Naval Research. 
It is realized that it is possible by further sereening of the research and de 
velopment program to eliminate some projects which are nonproductive, are 
multiple approaches or are of low priority. Much has been done along this line 


in connection with previous reductions of funds and there is a continuing effort 
to improve the review and coordination of the program in this respect. The 
areas which will be affected by such a review are generally s‘nall dollarwise 
Therefore, in order to effect the full reduction approved by the House, it will be 
necessary to reduce also the funds proposed for more important areas of develop 
ment. ‘This action would result in reduced level of effort in these areas and in 
some cases actual deferral of initiation of new projects Areas affected by thi 
reduction are shown in a classified supplement to this appeal. 


RESEARCH AND DEVELOPMENT 
(P. 21, line 14) 
(House hearings, pp. 95, 249, 370, 484, 619, 684, 744, 990, 841, 757) 
The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 21, line 14: Delete the period and insert, in lieu thereof a colon and add 
the following proviso: 
“Provided, That the unexpended balances appropriated for research and develop- 
ment under the heads ‘“‘Naveal Personnel, General Expenses,” ‘Marine Corps, 
Troops and Facilities,” ‘‘Aireraft and Facilities’, “Ships end Facilities’, “Ord 
nance and Facilities,’ ‘Medical Care’, “Civil Engineering’, ‘Service- Wide 
Supply end Finance, Nevy”’ for the fiscal years 1952, 1953 and 1954 and the 
unexpended belance of approprietions under the head “Research” are hereby 
transferred to and merged with this appropriation, in svch amounts 2s may be 
recommended by the Secretary of Defense and.approved by the Director of the 
Bureau of the Budget.” 


EFFECT OF PROPOSED AMENDMENT 


This amendment will authorize the Secretary of Defense with the approval of 
the Director of the Bureau of the Budget to merge unexpended belances of funds 
for research and development in the several annnal appropriations spporting 
that program and the unexpended balance of funds in the appropriation, “Re 
search, Navy,’ as of July 1, 1954, into the new appropriation, ‘Research and 
development, Navy.” 
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HOUSE COMMITTEE REPORT 


“A total of $419,874,900 is included in the bill under this heading for the Navy 
and the Marine Corps. As shown by the table below, $413,404,900 is classified 
as research and development and $6,470,000 is for somewhat related functions 
administered by the Office of Naval Research. Both basic and applied research 
funds are included. Heretofore, basic research was carried in one appropriation 
while applied research and development funds were included in the various appro- 
priations of the functional bureaus and offices. In view of the special interest 
in this subject matter, and in order to facilitate congressional consideration of 
funds for research and development on an overall basis, the committee has decided 
to establish a single research and development appropriation for the Navy similar 
to those now provided for the Army and Air Force. Appropriate deletions have 
been made from the various bureau appropriations. 

“The language of all of the appropriations for research and development in the 
entire bill-has been revised so as to render it identical for the three military 
departments. While the basic law authorizing research and development activ- 
ities in the Navy is in greater detail than that of the Army and Air Force, the 
revised language will in no way affect the authority of any of the departments 
in carrying out their authorized programs.” 


JUSTIFICATION OF THE PROPOSED AMENDMENT 


In order to facilitate the administration of the research and development 
program under a single appropriation and to terminate the existing appropriation, 
“Research, Navy,” it is necessary to transfer the unexpended balances of funds 
for research and development to the new single appropriation. This action also 
is necessary in order to put the Department of the Navy on the same funding 
basis for this program as that of the Department of the Army and the Department 
of the Air Force. Incorporation of these balances into the new appropriation 
will eliminate various supplementary budget exhibits in future years to show 
status of funds for this program which otherwise would remain in other 
appropriations. 


APPROPRIATION LANGUAGE 


Senator Fercuson. According to this language as I read it, the 
money having been appropriated for a specific project would not 
automatically flow into this new carryover combination, but it would 
have to be recommended by the Secretary of Defense and approved 
by the Director of the Bureau of the Budget, which could authorize a 
change in the use of that money. 

Admiral CLexton. That is correct, sir. 

Senator Frercuson. So that the old appropriation which would be 
carried over was for a specific project. Here a new project could even 
be started if the Secretary of Defense so recommended. 

Admiral CLexton. That is correct, sir. 

Senator Fercuson. Now, that could have two purposes, take away 
what Congress thought was the best thing to do with the money and 
originally appropriated for and it also might mean that as you go 
along, the Secretary of Defense would see a better project and be 
willing to stop an old project, even though we did specifically appro- 
priate for it. 

You see, it has a way of avoiding what Congress did and yet it may 
be a means of saving money. 

Admiral CLtexton. That is correct, sir. 

Senator Fercuson. What is your opinion of that? 

Admiral CLexton. The way I believe this will operate, and that 
may illustrate the point, is that at the end of the fiscal year 1954 the 
Secretary of Defense will ask us for an accounting of the 1953 and 
1954 money in the activity “Research and development” under the 
various technical materiel appropriations where it was originally. 
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We will submit to him a report of the unexpended balances of the 
old appropriations and if he so desires he will say, “I recommend that 
exact number,” and then it will be mer zed Ww ith the new appropriation 
called “Research and dev elopment, Navy. 

If at the time we submit that list, which, as I say, is all for research 
and development, he desires to make a change, it w ill be at that time 
we will hear what he wishes to do. 

Senator Fercuson. But it may be the means, as I see it, and I 
think it could, to change the whole idea of what the original appropria- 
tion was for. 

Admiral Ciexton. Well, Mr. Chairman, under the research and 
development program of the Navy we cannot obligate any money for 
research and development without getting the authority of the 
Secretary of Defense. 

Senator Ferauson. Then, it in effect does not change because now 
you have to get his consent and he could stop a project if he desired? 

Admiral CLexton. Yes, sir. 

Senator Frreauson. Then that language really does not add 
annything to this? 

Admiral Ciexton. It does not add anything that is not already 
required. 

Senator Fereuson. Now, we have servicewide supply and finance. 
There is no reclama there. 


SERVICEWIDE SuPPLY AND FINANCE 


STATEMENT OF REAR ADM. MURREY L. ROYAR, CHIEF OF THE 
BUREAU OF SUPPLIES AND ACCOUNTS 


Amounts available for obligation 











| 
| Actual, Estimate, Estimate, 
1953 | 1y54 } 1955 
i eal ete ett aaa 
Appropriation or estimate... . .... 2.2... cccccccccccccee wi 67, 634, 142 | $382, 500,000 | $341, 000, 000 
Reimbursements from non-Federal sources. ....... niicutneadiitens EEE Wilincrteedienie nitinol ‘ 
Reimbursements from other accounts................--.-..-- 6, 792, 869 | 6, 915, 000 | 6, 475, 000 
Total available for obligation. ........................ "474, 649, 362 389, “415 000 | 347, 475, 000 
Unobligated balance, estimated savings available for adminis- | 
trative reappropriation in subsequent year.............-... — 2, 630, 329 | ie bancowwnecens 
I nce eumeseraniiniammined .| 472,019, 033 389,415,000 | 347,475,000 
Comparative transfer from | 
“Ships and facilities, Navy’’..............- ebb te otic 2, 740, 000 | 2, 031,000 |...... 
‘*‘Naval personnel, general expenses” . | 199, 560 50, 000 |...... 
“Local currency operations, Japan, Department of De- | 
fense”’ a a. a statitintees SA hecnciinetnneme cecal calidon 
Cc omparativ e transfer ‘to | 
“Ser vicewide operations, am Lidiciiphcubinhitindddiciai —4, 41, 410 —4, 425, 000 |........-.-. 
“Civil engineering, Nav a ie a eneceeee| 9,381, 000 —7, 600, 000 | tate 
**Medical care, Navy’’__-- wldiodeawiined eb abeseel —14, 006 |...... gades ban 
“Military personnel, Navy”’ apdennuennneennsedsmannh, tee — 3, 853, 000 | 
TD QR inci seksi nsnbitinnds scccunksene<sicaced | 442,014,483 | 375,618,000 | 347,475,000 


Norte.— Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop- 
erty (40 U. 8. C. 481 (c)). Amounts included in ‘Total obligations” herein for research and development 
are repeated in schedules submitted for the proposed new single continuing appropriation, ‘‘ Research and 
development, Navy.” 
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Obligations by activities 


ao ae ; Estimate, | Estimate, 
Description Actual, 1953 1954 } 1955 


Direct Obligations 


Appropriated funds 


“upply distribution system 235, 196, 348 | $217, 903,000 | $201, 940, 000 

steri WJ contro] 31, 926, 000 30, 585, 000 28, 998, 000 
Transport ition of things 134, 127, 000 82, 781, 000 | 72, 297, 000 
Finance 14, 799, 590 14, 178, 000 14, 162, 000 
Research and development 661, 000 700, 000 700, 000 


Cataloging 11, 029, 325 15, 321, 000 15, 420, 000 


i 
Industrial mobili*ation 74, 000 S00, 000 1, 133, 000 
Departmental administration 6, 496, 000 6, 435, 000 6, 350, 000 
Total obligations from appropriated funds 134, 909, 263 368, 703, 000 341, 000, 000 
Reimbursements from non-Federa] sources 
Supply distribution system 222, 351 
lotal direct obligations 135, 221, 614 368, 703, 000 341, 000, 000 
Obligations Payable out of reimburse ments from other 
accou nia 
Supply distributio tem $5, 252, a9 $6, 175, 000 $5, 775, 000 
iterial contro] 260, 000 200, 000 200, 000 
Tr ‘nsportation of things 1, 200, 000 400, 000 400, 000 
Industrial ma ilization 410, 000 
Depart mental ad ninistration 80, 000 100, 000 100, 000 
lotal obligation payable out of reimburs; ments from 
other accounts 6, 792, 869 6, 915, 000 6, 475, 000 
lotal obligat ions 442, 014, 483 375, 618, 000 347, 475, 000 
NOTE Amounts included in “total obligations’ herein for research and development are repeated in 
sche jules submitted for the Proposed new single continuing 4ppropriation, Research and Development, 
avy 


GENERAL 81 ATEMENT 


Senator FerGuson Will you proceed. please, Admiral? 

Admiral Royar. Mr. Chairman and members of the committee, | 
consider it a privilege to present a progress report on our operations 
to date, and a justification for our proposed operations during fiscal 
year 1955. The Heuse of Representatives has reviewed the detail 
of the justification and has approved the program as submitted. 
This statement, therefore, is not concerned with any Specific items 
of justification. Tt is, instead, a gencral report, 

We, in the Bureau of Supplies and Accounts, are engaged in the 
distribution of essential naval material We operate the material 
Pipeline which flows from industry to Navy consumers all over the 
world. It is a sizable flow. In the past fiscal year the Navy used 
Over $3 billion in material, 

It has now been 7 Years since the establishment of the present 
concept of Navy supply. In each of the past 7 vears, the Navy has 
consumed from $2 to $3 billion in material. It has been and is the 
Objective of the Navy to develop e supply system which can assure 
effective military support at the least possible cost to the Nation. 
The shortest possible supply line between two points is the cheapest 
but it is not always the most effective for either industry or military, 
Distribution of material from manufacturer direct to consumer is 
cheap, but industry, not knowing who the end consumer js going to 
be, finds it hecessary to set up intervening wholesale and retail 
echelons of supply. In the Navy we cannot Keep ships in close 
enough continuous focus lo assure accurate prediction of demand as 
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to time and place. In this case we have a like problem with industry 
and solve it in a like manner by setting up a wholesale echelon of 
supply. 

MATERIAL USAGE 


Material usage in the Navy is 95 percent afloat or at coastal naval 
support installations. We select the major users of material in all 
coastal areas and integrate them into the Navy Supply System, 
Material is ordered direct from industry to these major users and they 
are responsible not only for their own support but also that of minor 
users in the area. In addition, on both the east and west coast we 
have major stocking points with the responsibility for afloat and over- 
seas support. This is economy in distribution and effectivenes in 
support. 

At this wholesale-retail level of supply, where we stock wholesale 
at large consuming activities, there comes a sharp divergence in mili- 
tary versus industrial conception of supply. ho industry, idle or 
excess capacity and long inventories are to be avoided like the plague. 
Such dead-weight costs, eat voraciously into profit. To the military, 
idle capacity and long inventories are key elements in the national 
security. In the Navy, the reserve fleet represents idle capacity as 
does the excess productive capacity of shipyards. In the supply 
system, selective long inventories represent that vital insurance 
against the time industry must take to make the transition from a 
peace to war basis, Faced with the military necessity of some idle 
capacity and some long inventory, our viewpoint toward holding 
costs is completely different than that of industry. We have the cost 
of our physical facilities as a necessary military element, therefore, 
we make the best possible peacetime use, which means that we attempt 
to buy less frequently rather than more frequently and in larger 
rather than in smaller quantities. We make every effort to keep 
delivery schedules flexible so that we may divert input from major 
user to major user as need dictates. 


ROUTE AND SCOPE OF SUPPLY PIPELINE 


The route and the scope of the supply pipeline are important; 
equally as important is the size of the flow. ‘The input of the pipeline 
is determined by material management offices. There is a specialized 
office for each broad category of material. These offices determine 
what to carry, where to carry it, how much to carry, and how to get 
along on less. 

In each of the past 7 years we have put less material in the pipelines 
from industry than we have taken out to use in Navy operations. 
For the entire 7 years we have bought almost $5 billion less in material 
than has been used in the Navy. About $1% billion in cash has 
reverted specifically to the Treasury from this source; Navy appro- 
priation requests have reflected the balance. Such a reduction in 
costs of Navy operation has only been possible through sound supply 
management, in knowing what we had, where, and in what condition. 
In this connection, the House bill for fiscal year 1955 proposes the 
rescission of $200 million additional which has been made possible 
through efficient supply management. 


44991—54 45 
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Seven years ago the Navy had some 2% million items in the supply 
system which was integrated under the new concept. Navy material 
managers have cataloged and standardized; they have reduced dupli- 
cation and increased ‘interchange ability; they have eliminated unes- 
sential items. Today there are 1% million items in the supply system, 
a 50-percent reduction. 

The job is not done. The budget estimate we have submitted is 
designed to continue the rate of past progress. We still have sizable 
excesses of material. We will continue to liquidate them, by con- 
sumption if they can be used in the Navy, by disposal if they cannot 
be consumed. We are continuing to narrow the range of items carried 
in inventory. Integration with the Federal cataloging and standard- 
ization program is aiding this objective. We are continuing to im- 
prove the pattern of the “supply distribution system, Material man- 
agers are segregating inventories into logical groups which will allow 
priority of attention and effectiveness in storage. Once again we are 
budgeting to reduce the cost of the system in terms of material dollar 
issued. In 2 years we are reducing supply personnel by 10,000 
employees. 

We have improved and we intend to continue improving. Mis- 
takes in judgment and mistakes in operation have occurred and 
undoubtedly will occur in the future. Such mistakes occur in the 
best managed of our modern industry. However, to the extent that 
adult lifetimes of specialized training and sincere convictions regarding 
objectives can contribute, mistakes will be held to a minimum. 


INVENTORIES 


Senator Ferauson. Your bureau is responsible for day-to-day man- 
agement of inventories. I am interested in knowing how closely the 
Navy keeps centrally informed concerning its hundreds of thousands 
of supply items. For example, how long will it take to tell us how 
many of a specific spare item you have in stock, where the quantities 
are located, and how much they are worth? 

Admiral Royar. Inventory knowledge in the Navy is maintained 
continuously by central inventory management offices. In the time 
it would take to make one telephone call, I can tell you how many of 
any specific spare item we have in stock, where they are, and how much 
they are worth. Further, I can tell you how many we have used dur- 
ing any past period, how many we have on order, and how many we 
will need in the event of mobilization. 

Senator Fercuson. Why is it that even with a close management of 
Navy inventories we have such a large amount of excess material 
which we must dispose of at a fraction of the cost? 

Admiral Royar. We do have excess material. It is important to 
remember, however, that we have had excess in a steadily decreasing 
amount ever since the close of World War II. At that time, we had 
many billions of dollars in material which was in forward areas. It 
has been a tremendous job to recover this material, identify it, dis- 
tribute it for Navy use, or to dispose of it as surplus. We have reduced 
this war-ending stock by billions of dollars and we are going to finish 
the job. We didn’t start yesterday and we will not finish tomorrow, 
but we are aggressively prosecuting the program. 
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Senator Frercuson. Are we making improvements in our Navy 
supply system which are being reflected in reduced appropriation 
requirements? 

Admiral Royar. We are continuously improving inventory man- 
agement and supply operations and we are doing so on a carefully 
planned program basis. Improvement in supply operations and in 
inventory management results in reduced procurement requirements 
and in reduced labor requirements. For example, under the appro- 
priation “Servicewide supply and finance,’’ we are reducing employ- 
ment by 10,000 in 2 years, and under the Navy stock fund, we are 
reducing procurement under sales by several hundred million dollars 
in the span of 3 years. 


MANAGEMENT TECHNIQUES 


Senator Fmrrauson. What are some specific examples of the im- 
proved procedures, incentives, and management techniques referred 
to as a factor in increasing productivity and permitting a reduction in 
personnel? 

Admiral Royar. We have approached the problem of reducing 
costs and personnel in two ways. First, we are making every effort 
to eliminate workload through improvement of the distribution sys- 
tem. The quickest way to save money is to reduce work. One 
example of improvement in this area is the stratification and fraction- 
ation program which we have been developing for the past year. 
Under this improved inventory technique our stocks of material will 
be classified on the stock lists in accordance with end purpose such as 
operating stock, mobilization reserve, economic reserve, and excess. 
Items in excess will be disposed of, items in economic reserve will be 
used as operations demand but will not be replaced. Both on the 
stock cards and in the warehouses the stocks will be classified and 
stored in accordance with the velocity of movement and unit cost. 
In this manner we can give priority of attention to the most important 
segments of our inventories and reduce costs of reporting, inventorying, 
warehousing, and preservation. An important result of this program 
will be the reduction in inventory distribution between stocking 
points in anticipation of a demand which has not consistently mater ial- 
ized. As we reduce work, we reduce personnel and costs. Second, 
we attempt to increase individual labor productivity through im- 
proved work procedures and work incentives. One example of « pro- 
cedural improvement is the refined mechanized stock control pro- 
cedure which has been placed in effect at all mechanized activities 
with marked savings in personnel. A part of our incentive program 
has been the establishment of work standards for each work function 
at each installation and this program has likewise been very successful. 


NORFOLK, VA., DEPOT 


Senator Ferauson. A member of the staff reports that at the 
Norfolk, Va., depot there existed inventory of surplus and excess 
supplies and material amounting to better than $14 million as of last 
October. I wish you would explain what measures are now being 
taken to reduce further surpluses. Explain to the committee what 
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system is being employed to assure us that needed supplies are prop- 
erly located. 

Admiaral Royar. The Navy is now aggressively prosecuting a 
major disposal program in order that disposable excesses will be sub- 
stantially declared by the inventory managers as of July 1, 1954, and 
the physical disposal of the material will follow as rapidly as possible. 
Further, each inventory manager will conduct an excess review in 
conjunction with the quarterly supply demand reviews on a con- 
tinuing basis in order to insure constant action to prevent any large 
buildup of surpluses. The Navy inventory management improve- 
ment program is directed toward developing better means for the 
computation of requirements so as to prevent any possible buildup 
of excesses due to inaccurate requirements computations. The cen- 
tral inventory control system of the Navy which provides knowledge 
as to worldwide demand and inventory is the tool through which 
proper positioning of material is assured. Over 90 percent of Navy 
material is used either at tidewater activities or afloat, and Navy 
inventories are positioned to meet this demand. There are almost 
900 installations in the Navy which stock and use material. One 
test of proper material positioning is the fact that the servicewide 
supply system which consists of 43 activities finally issues over 60 
percent of all Navy material. 

Senator Ferauson. The next item is servicewide operations, There 
is a reclama on that. 


SERVICEWIDE OPERATIONS 


STATEMENT OF REAR ADM. FRANK T. WATKINS, USN, DEPUTY 
CHIEF OF NAVAL OPERATIONS (ADMINISTRATION) 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate $115, 893,000 | $104, 000, 000 $108, 625, 000 
Reimbursements from non-Federal sources 2, 684 150, 000 | 53, 000 
Reimbursements from other accounts 2, 787, 198 3, 206, 000 | 1, 714, 000 
Total available for obligation 118, 682, 882 107, 356, 000 | 110,392,000 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent years) - - - —10, 267, 709 
Obligations incurred 108, 415, 173 107, 356, 000 110, 392, 000 


Comparative transfer from 


“Naval personnel, general expenses”’ 1, 916, 161 1, 079, 000 
“Aircraft and facilities, Navy” 110, 904 103, 000 
ee and facilities, Navy’’ 73, 000 
“Ordnance and facilities, Navy” 65, 727 71,000 | 
“Servicewide supply and finance, Navy’’. 4, 541, 410 4, 425,000 | 
“Local currency operations, Japan, Department of De- 
fense’ : ‘ 375, 000 sie 
“Research, Navy’ , acd $e 17, 700 SAGE A ociintinntendden 
Comparative transfer to 
“Ships and facilities, Navy” 204, 902 ‘ § ‘ ea 
“Civil engineering, Navy’’......-- . —1, 964, 595 —99, 000 oe 
Total obligations. a a - 3, 272, 578 113, 028, 000 110, 392, “000 


Nore.—Reimbursements from non-Federal sources for 1953 are from the proceeds of sale of personal prop- 
erty (40 U.S. C, 481 (c The 1954 and 1955 reimbursements represent local revenues. 
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Obligations by activities 


“fips ie § > yy f 
Description Ac tual, Estimate, Estimate, 
er 1953 1954 1955 
Direct Obligations 
A ppropriated funds 
Administrative headquarters for naval] districts, bases, and 
stations x $15, 483, 211 $14, 762, 000 $14, 200, 000 
Servicewide communications 21, 571, 063 19, 938, 000 20, 439, 000 
Hydrographic Office 10, 454, 271 10, 698, 000 9, 547, 000 
Naval Observatory 728, 456 759, 000 726, 000 
Inter-American affairs and support of international projects 1, 274, 078 1, 930, 000 1, 732, 000 
Departmental administration 12, 689, 206 12, 436, 000 2, 100, 000 
Printing equipment 146, 234 150, 000 
Field services 7, 255, 600 7, 744, 000 8, 000, 000 
Penalty mail 326, 000 
Contingencies of the Navy 40, 880, 487 41, 405, 000 41, 405, 000 
Total obligations from appropriated funds 110, 482. 696 109, 672, 000 108, 625, 000 
Reimbursements from non-Federal sources 
Administrative headquarters for naval districts, bases, 
ind stations 2, 684 
Inter-American affairs and support of international 
projects 150, 000 53, 000 
Total direct obligations 110, 485, 380 10%, 822, 000 108, 678, 000 
Obligations Payable Out of Reimbursements From Other Accounts 
Administrative headquarters for naval] districts, bases, and 
® stations 1, 290, 784 1, 465, 000 55, 000 
Servicewide communications 767, 908 774, 000 725, 000 
Hydrographic Office 122, 000 114, 000 114, 000 
Inter-American affairs and support of international projects 8, 326 60, 000 50, 000 
Departmental administration 218, 990 105, 000 75, 000 
Field services 273, 717 687, 000 695, 000 
Contingencies of the Navy 15, 473 1, 000 
Total obligations payable out of reimbursements from 
other accounts -. 2, 787, 198 3, 206, 000 1, 714, 000 
Total obligations 113, 272, 578 113, 028, 000 110, 392, 000 


GENERAL STATEMENT 


Senator Ferauson. Will you proceed please, Admiral? 

Admiral Watkins. Mr. Chairman and gentlemen, within the ap- 
propriation ‘“Servicewide operations, Navy” the first five budget 
activities and budget activity 6a are administered by the Chief of 
Naval Operations. The remaining activities in this appropriation 
are administered by the Secretary of the Navy. 

The estimates contained in this budget were initially prepared at 
the field activity level. They have been carefully screened and 
analyzed through several echelons of review. Past experience, work- 
load and personnel reports, and individual activity inspections are 
some of the methods we use to insure that our estimates are valid. 

In fiscal year 1953 obligations for these budget activities were 
$53,283,000. At the time of preparation of this budget, obligations 
in fiscal year 1954 were estimated to be $51,921,000. For fiscal year 
1955 the Navy requested $50,196,000 to support these same budget 
activities. This is a reduction of $3,087,000 from the actual 1953 
level and a reduction of $1,725,000 from the planned fiscal year 1954 
level. In our original submission to Congress, substantial reductions 
were indicated for all of the budget activities except budget activity 
2, “Servicewide communications.”’ 
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HOUSE ACTION 


Action by the House of Representatives in H. R. 8873 has resulted 
in an additional cut of $1,462,000 below the fiscal year 1955 estimates 
for those activities administered by the Chief of Naval Operations. 
Of this amount, we are specifically requesting restoration of $1,433,000, 
thereby making a total of $50,167,000 for the Chief of Naval Opera- 
tions portion of the fiscal year 1955 ‘‘Servicewide operations, Navy” 
appropriation. Very briefly, the effect of these cuts on our budget 
activities and the reasons for requesting restoration of the funds are: 

First, allocation of the cuts under H. R. 8873 on a priority basis 
would result in a reduction of $195,000 in the funds available for budget 
activity No. 1 “Administration Headquarters for Naval Districts, 
Bases and Stations.’’ This proposed reduction would jeopardize the 
accomplishment of the move of the 8th Naval District Headquarters 
from the Federal Building to the naval station at New Orleans, and 
additionally would prevent the completion of necessary repairs to the 
Administration Building, 5th Naval District Headquarters. The 
move of the Sth Naval District Headquarters is expected to result in 
overall savings to the Government through release of space in the 
Federal Building to the General Services Administration and the 
allocation of this space to other Government agencies. Adequate 
space for the district headquarters is now available at United States 
Naval Station, New Orleans. 

Second, H. R. 8873 would result in a reduction of $600,000 in budget 
activity No. 2, “Servicewide communications.”” A reexamination of 
the servicewide communications program has been made and there 
are no areas in which reductions can be absorbed without resulting in 
serious effects on the level of communications support rendered fleet 
units and the national security effort. Specifically, if the amount of 
$600,000 is not restored, procurement of major equipment, which is 
required for support of the national security effort and for improved 
security of the Naval-Communications System, will be reduced. 

Third, H. R. 8873 would result in a reduction of $333,000 in budget 
activity No. 3, “Hydrographic Office.” These funds are needed to 
provide for urgently required navigational charts, surveys, and pub- 
lications for fleet operational requirements. 

Fourth, H. R. 8873 would require the reduction of $305,000 in 
budget activity No. 5, “Inter-American affairs and support of inter- 
national projects.”” This action will cause the deletion of support for 
a highly classified project for unified commands. 

I have here with me today the managers of the budget activities 
which are submitting reclamas. We will be very happy to answer 
any detailed questions on our request for restoration of funds amount- 
ing to $1,433,000 for the budget activities of the Chief of Naval 
Operations or on any questions concerning the other budget activities. 
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OFFICE OF THE JuDGE ApvocATE GENERAL 
STATEMENT OF REAR ADM. IRA H. NUNN, U. S. NAVY 
GENERAL STATEMENT 


Admiral Nunn. Mr. Chairman and members of the committee, 
I appear before your committee in support of the fiscal year 1955 re- 
quirements for appropriations to support the Office of the Judge 
Advocate General. The Office of the Judge Advocate General is 
the statutory legal office of the Naval Establishment. Its functions 
iclude the supervision of the program of miliary justice under the 
provisions of the Uniform Code of Military Justice; the review of 
courts martial, investigations, examining, retiring, and selection 
boards; the settlement of claims for and against the Navy; the drafting 
and processing of legislation and the maintenance of liaison with 
Congress thereon. They provide for legal counseling and legal service 
to the Navy in a variety of fields including taxation, legal assistance, 
international law, pay and allowances of military personnel and civil- 
ian employee affairs. They also provide for liaison with the Federal 
courts and the Department of Justice in matters to which the Navy 
Department is a party in interest. 

The funds requested of the House of Representatives in this project 
provide for a net decrease of $9,000 below the amount programed 
for the fiscal year 1954. This decrease reflects further economies in 
the categories of travel, printing, and maintenance. There has been 
restored, in this estimate, a small amount for equipment replacement 
which was interrupted in 1954 due to the elimination of equipment 
funds. There is critical need for replacement of old typewriters on 
which there is high maintenance. The workloads of the Office of the 
Judge Advocate General, which have grown at a rate of greater than 
20 percent per year during the past 2 years, have shown a tendency to 
level off during 1954 at a level approximately equivalent to the 
experience of 1953. This level is expected to remain steady until 

approximately 1 year after a significant change in the size and scope of 
operations of the Naval Establishment. 


OFFICE OF THE SECRETARY 


STATEMENT BY JOHN H. DILLON, ADMINISTRATIVE ASSISTANT 
TO THE SECRETARY OF THE NAVY 


Mr. Driton. Mr. Chairman and members of the committee, 
I appear before your committee in support of the fiscal year 1955 
requirements for appropriations to support the Office of the Secretary 
of the Navy and the Executive Office of the Secretary of the Navy. 
The Office of the Secretary of the Navy and the Executive Office of 
the Secretary represent the top administrative echelon of the Depart- 
ment of the Navy. This echelon is composed of the immediate 
office of the Secretary, his civilian executive assistants, and a group 
of offices collectively called the Executive Office of the Secretary 
which maintain pels control for the Naval Establishment and 
provide for business and logistic administration. Some of the larger 
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offices comprising the departmental administration of the Executive 
Office of the Secretary are (1) the Administrative Office, which is 
the principal service organization of the Navy Department, (2) 
the Office of Industrial Relations, which is concerned with the develop- 
ment of the Navy civilian personnel program, (3) the Office of Naval 
Material, which is responsible for the development of policies on pro- 
curement, production, and disposition of material and facilities, 
(4) the Office of the Comptrolle r, which supervises the preparation 
and presentation of Navy’s budget estimates and prescribes account- 
ing systems and procedures for the Naval Establishment, and (5) 
the Secretary’s military personnel boards, which provide adminis- 
trative channels for personnel actions and appeals. The size of the 
staff offices is geared to the workload of the Naval Establishment 
and the assistance required by the Secretary and his civilian executive 
assistants to discharge their responsibilities. 


APPEAL FROM HOUSE ACTION 


In addition to ‘Departmental administration” which is listed in 
the budget estimates as budget activity 6C, are the following projects 
wr field programs of the Executive Office of the Secretary: 


Budget activity 7—Printing equipment 
Budget activity 8—Field services 
Budget activity 9—Penalty mail 
Budget activity 10—Contingencies of the Navy 
Included in budget activity 8 is the Navy audit program. Funds 
for support of the proposed expansion of this program were limited 
by language contained in House Report No. 1545 by the Committee 
on Appropriations from the proposed expansion of 4 new audit offices 
to 2 offices. Admiral Solomons, who has the responsibility for the 
Navy Audit Office program, is here and is prepared to discuss in detail 
the reclama of $279,000 for the support of the 2 additional audit 
offices. 
Navy Avupir OFrrices 


STATEMENT OF REAR ADM. EDWARD A. SOLOMONS, UNITED 
STATES NAVY, DEPUTY COMPTROLLER 


GENERAL STATEMENT 


Senator Frercuson. Will you proceed, please, Admiral? 

Admiral Sotomons. Mr. Chairman, and members of the committee, 
I am appearing before you in order to justify the request for the 
restoration of $279,000 which is the amount by which the fiscal year 
1955 budget for the operation of existing and proposed Navy audit 
offices will be reduced if the action taken by the House committee is 
sustained. The audit offices to which I refer are those responsible 
for conducting internal audits of activities within the Naval Estab- 
lishment, such as shipyards, air stations, naval stations, supply 
depots, and the like. These audits are concerned essentially with 
all matters relating to fiscal management, administration, and organ- 
ization. The primary objective of the audits is to determine if ade- 
quate controls have been prescribed and are in use. In accomplishing 
this objective, the audits disclose wasteful and uneconomical practices 
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and result in recommendations for improved procedures and controls. 
When the program is fully operative, the Navy audits will substantially 
reduce the audits which the General a Office now finds it 
necessary to make throughout the Navy. The Navy's planned pro- 
gram of audit has been favorably received by the General Accounting 
Office as well as by the Office of the Secretary of Defense. 

| feel, gentlemen, that perhaps due to failure heretofore to emphasize 
the success achieved by the audit program thus far, that its true value 
to the Navy, and to the Government, has been underestimated. 
The findings of the Preparedness Subcommittee No. 3 of the Com- 
mittee on Armed Services, United States Senate (Flanders committee), 
lends strong support to the need for the Navy to increase the size of 
its internal audit organization. The Schneider report, which preceded 
the Flanders report and is made a part thereof contains the following 
recommendation: 

The staff responsible for audit of internal activities of the Navy should be 
augmented as rapidly as capable personnel can be recruited if its audit mission 
is to be fulfilled. 

The Navy, no less than the Army and the Air Force, has found it 
impractical to conduct audits of its many and varied activities from 
a central point. The most practical and economical arrangement, and 
one that lends itself to more rapid recruitment of personnel, is to 
establish field audit offices at strategic points. This the Comptroller 
of the Navy has attempted to do, but it should be apparent that 
progress in this direction is impeded if funds are not available to 
establish and staff the necessary field offices. We feel that for the 
time being the audit job can be done most effectively by the maintain- 
ing of 7 field offices, 3 of which are currently in operation. 


ACCOMPLISHMENTS 


The most significant and productive results of internal audit are 
not measurable directly in dollar savings since they generally involve 
changes in systems, procedures, organization relationships, and the 
institution of more efficient practices whose full effects and benefits 
are only realized over a long period of time. Furthermore, the prin- 
cipal aim of internal audit is to prevent losses to the Navy by insuring 
the existence and use of adequate and suitable internal checks and 
controls, rather than to discover losses after the fact. The mere fact 
that audits are conducted from time to time at all naval activities 
serves to deter activities from engaging in wasteful, inefficient and 
illegal practices. In the 84 audits completed to date, over 1,500 
recommendations covering matters of major importance, many of 
which were Navywide in ‘their application, were included in formal 
audit reports. During all audits, many additional recommendations 
on minor matters were made on the site and adopted without the 
formality of inclusion in the audit report. The recommendations of 
the auditors which are included in the reports are almost invariably 
implemented. 

In order to demonstrate the concrete results which the 3 cur- 
rently established Navy audit offices have been able to achieve, there 
are listed below accomplishments, stemming from only 12 recent 
internal audit reports published by the Comptroller during the 3- 
month period, February through April 1954. These results represent 
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internal audits of 9 different types of activities and include 1 bureau, 
2 regional accounts offices, 1 supply depot, 2 training centers, 1 research 
and development station, 2 naval stations, 1 Navy school, 1 communi- 
cation station, and 1 hydrographic office. A total of 314 recommenda- 
tions for major improvements were made. 

Some of the accomplishments relative to the 314 recommendations 
contained in the 12 internal audits above mentioned, with which dollar 
savings are obviously related though difficult of measurement, are: 

(a) Prevention of loss through theft and unauthorized use by 
tightening of stock controls; 

(6) Requiring that activities evaluate operations, and request fund 
allocations based upon realistic criteria, such as: Planned work 
programs, personnel requirements, wages, material requirements, 
overhead costs, etc., rather than using arbitrary methods such as 
repeating previous year figures; 

(c) Requiring that fiscal administration be organized as an integral 
and significant element in activity management, and not relegated to 
a subsidiary and comparatively insignificant role; 

(d) Requiring that expenditures and obligations are regularly 
reviewed by management, and actual costs compared with budgeted 
costs; 

(e) Effecting the consolidation of 2 activity fiscal offices into 1 
office serving both activities, thus reducing costs; 

(f) Discontinuing the maintenance of informal records which 
duplicate the information provided in official reports to management, 
and discontinuing unnecessary reports; 

(g) Keeping more adequate supervision over the operation of time 
stations at which workers clock in and out in order to prevent abuse; 

(hk) Recording as assets in the Navy plant account of items of 
equipment which activities had neglected to take up and report; 

(‘) Assuring that stocks of materials which have been issued for 
use in excess of actual needs are promptly returned to accountable 
status in central storage for reissue. 

In addition to the principal benefits to management derived from 
the implementation of these 314 recommendations, significant 
measurable monetary savings also resulted. The measurable saving 
per annum resulting from 5 of the 12 audits mentioned above was 
$77,550, whereas the direct cost of conducting these audits was only 
$16,831 or a net savings of more than $60,000. 

In summary, the Navy’s internal audit program has been planned 
so as to develop in an orderly manner, as rapidly as possible, an 
organization capable of full implementation of the internal audit 
requirement of title IV of the National Security Act of 1947, as 
amended. Any reduction in funds will delay the achievement of this 
program. The major handicap, assuming funds are available, to 
attainment of an adequate audit staff is the great difficulty in finding 
qualified audit personnel. Every possible means is being used to 
overcome this handicap. 

It is requested that the committee, after consideration of the fore- 
going data, authorize the requested funds for the expansion of the 
Navy internal audit program in compliance with title ITV. Such 
funds will provide the means for a continuous effective appraisal 
of the efficiency of the components of the Naval Establishment in 
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the administration and control of the annual budget as provided 
by the Congress. The savings through improved administration 
will more than compensate for the cost of maintaining the Navy 
audit offices. 

Senator Feravuson. Does the Hoover Commission cover this? 

Admiral SoLtomons. Yes; the Hoover Commission and title IV of 
the Security Act amendments required the Comptroller of the Navy 
to establish the audit offices and to carry out the audit program in 
the Navy. We have been building these up very slowly, sir. 

Senator Ferauson. Does it have anything to do with inventory? 

Admiral Sotomons. They spot check inventory to determine that 
their records are accurate and reflect the material actually on hand. 

They also go into such items as to whether or not there is proper 
supervision over time clocks; whether the individual employee is 
charging his work to the proper job order, as to whether there is any 
duplication of effort in the maintenance of records within an establish- 
ment, and items of that kind. 

Now, we have at the present time only three offices to cover the 
entire United States. 

Senator Ferauson. How do you think your staff stacks up with 
the other two services on doing this job? 

Admiral Sotomons. We have at the present time a total of only 
90, sir. The last report that I saw, the Army had approximately 400 
and the Air Force approximately 1,500, sir. That was in the Flanders 
committee report. 

RESULTS OF AUDITS 


Senator Frrauson. In your opinion, are we getting results from 
these audits? 

Admiral Sotomons. Very definitely so. I had a special check 
made on five of the most recent ones and the specific recommendations 
of those auditors proved conclusively to me that for the cost of the 
audit dollarwise we could pinpoint in actual dollar savings at least 5 
to 12 times the cost of the audit, sir. 

Senator Frrauson. Have these people enough freedoms. Are 
they civilians? 

Admiral Sotomons. They are civilians primarily. We have only 
two military in an office. 

Senator Ferguson. Are they in a position or are they so in the 
chain of command that they cannot afford to be frank in their dis- 
cussion? 

Admiral Sotomons. Mr. Chairman, that is the basic benefit of 
this group in that they are responsible only to the Comptroller of the 
Navy and he, of course, is responsible directly to the Secretary of the 
Navy. 

So they are completely independent and can make recommenda- 
tions without any fear—— 

Senator Frereuson. I want to make sure of that one point. I 
think we all recognize that is an essential element. 

Admiral Sotomons. That is absolutely essential, sir, and these field 
audit offices make their report directly to the Comptroller of the 
Navy and he in turn directs the implementation of recommendations 
that are approved. 
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EVALUATION OF OFFICES 


Senator Frercuson. Has the operation of the existing audit offices 
been sufficiently evaluated to permit the planned establishment of 
four new offices? 

Admiral Sotomons. Mr. Chairman, there has been and will con- 
tinue to be a continuous evaluation of the operations of the existing 
Navy audit offices from the standpoint of (a) mission to be accom- 
plished, (6) proper direction of the audit effort, and (c) results obtained. 
The evidence points conclusively to the fact that all three existing 
offices are prosecuting the audit program vigorously and with good 
results. The audits thus far accomplished have brought about im- 
portant changes in policies and procedures resulting in improved 
controls over funds and property throughout the Naval Establish- 


ment. These improvements are illustrated only briefly in the state- 
ment submitted to your committee in support. of the reclama for 
funds to meet the fiscal year 1955 budget. The results obtained 


from the 12 recent audits referred to in the statement will be multi- 
plied many times as the program expands. The key to this expan- 
sion and the benefits to be derived therefrom lie in the establishment 
of additional audit offices. I am satisfied that the internal audit 
program in the Navy is more than paying its way, and that we now 
have a solid foundation upon which to build progressively a more 
extensive audit organization. In my opinion, the time is now oppor- 
tune to proceed with the establishment of the four new audit offices. 


APPEAL FROM HOUSE ACTION 


SERVICEWIDE OPBRATIONS, NAVY 


(P 22. line 4 
1954 appropriation $104, 000, 000 
1954 revised appropriations (+ or transfers 109, 672, 000 
1055 estimate 108, 625, 000 
House committee 103, 625, 000 
House floor 103, 625, 000 


(House hearings, p. 870 
The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 22, line 18: Strike out ‘6$103,625,000” and insert in lieu thereof ‘‘$105,- 
337,090,” an inerease of $1,712,000 over the House approved amount and 
$3,288,000 below the estimate 


A. Effect of proposed amendment 

(1) To restore in budget activity No. 1 (administrative headquarters for 
naval districts, bases, and stations) an amount of $195,000 for the move of the 
8th Naval District Headquarters from the Federal Building to the naval station 
at New Orleans, and repairs to the administration building of the 5th Naval 
District 

2) To restore in budget activity No. 2, (servicewide communications) an 
amount of $600,000 to provide for procurement of major equipment. 

3) To restore in budget activity No. 3 (Hydrographic Office) an amount of 
$333,000 to provide for urgently required charts, surveys and publications for 
fleet requirements 

(4) To restore in budget activity No. 5 (Inter-American Affairs and support 
of international projects) an amount of $305,000 to provide for the Navy’s share 
of the cost of a classified project 

(5) To restore in budget activity No. 8 (field services) an amount of $279,000 
to provide for two additional Navy Audit Offices and the continuing planned 
expansion of existing offices 
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B. House committee report 

“This appropriation includes an assortment of activities, offices, and services 
for Which the estimate is $108,625,000. The committee recommends $103,625,0C0, 
a reduction of $5 million. Of this sum, $3 million is for a special item which it 
now develops will not be needed in 1955. The remaining $2 million is a general 
reduction to be spread as the Department sees fit, with the exceptions noted below. 

“Some reduction can be made in the item for printing in view of the reduction 
in prices announced some time ago by the Government Printing Office. It is 
suggested that only 2 new Navy audit offices be opened in 1955 rather than 4 as 
proposed. This will allow the present offices and the two new ones more time in 
which to demonstrate conerete results. The committee has no doubt that such 
offices, if their efforts are properly channeled, can do a good job but the showing 
before the committee thus far has not been too impressive.” 

C. Justification of the proposed amendment 

(1) Budget activity No. 1 (Administrative headquarters for naval districts 
bases and stations 

(a) The proposed reduction will jeopardize the possibility of accomplishing the 
move of the kighth Naval District headquarters from the Federal Building to 
the naval station at New Orleans, since funds contemplated for this move may 
be required for regular maintenance and operation support if the proposed reduc- 
tion is not restored. 

(b) Repairs are required to improve the structural stability of building No. 
N-23, Administration Building, Fifth Naval District Headquarters. These 
repairs are for the replacement of a skylight with insulated metal roof and replace 
wooden wall with a masonry wall 

(c) The Civil Service Commission has recently restored the cost-of-living allow- 
ance for all Federal emplovees in the San Juan, P. R., area effective April 3, 1954. 
Budget activity No. 1 did not include support for this additional cost in fiscal 
year 1955 which totals $80,000 for the Tenth Naval District Headquarters and 
naval stations, San Juan and Roosevelt Roads. 

(d) Under date of March 30, 1954, and subsequent to the appropriations 
hearings, the Commandant, Fourth Naval District, submitted special projects 
n the amount of $84,000 which, at this time, appear to be urgent in that they 
have been recommended by the Fourth Naval District fire protection engineer 
for the safety of life and property in Fourth Naval District Headquarters build 
ings. The five projects which total this amount of $84,000 were not anticipated 
and have not been included in the fiscal vear 1955 budget submission to Congress. 
If further review reveals that these projects are mandatory, the cost will have to 
be absorbed. 

e) It is significant that the civilian personnel supported under subhead .51 
has reached a position that is virtually the same as that which obtained at the 
outset of the Korean conflict. This has been possible by the closest control over 
the ceilings assigned. Since 80 percent of the funds under this subhead is for 
civilian salaries, it becomes quite apparent that reductions in personnel will be 
forced to the extreme detriment of the programs currently pursued by the com- 
mandants of naval districts, commanders of naval bases, and commanding officers 
of naval stations supported by budget activity No. 1 of the appropriation ‘‘Serv- 
icewide operations, Navy.” 

2) Budget activity No. 2 (servicewide communications) : 

(a) A reexamination of the servicewide communications program does not 
reveal any areas in which reductions can be absorbed without resulting in serious 
effects on the level of support rendered fleet units and specific commitments by 
the Navy for the performance of certain functions in support of the national- 
security effort. If the amount of $600,000 is not restored, the procurement of 
major equipment, which was developed in conjunction with a carefully planned 
and phased program to provide equipment for improved security of traffic han- 
dling and to support the Navy’s commitments in connection with the national- 
security effort, will be reduced. 

(6) The program for procurement contains two major types of equipment re- 
quiring approximately $3 million for procurement. One is required for support 
of Navy commitments in behalf of the national-security effort and one required 
for continuation of the program for improved security of communications. A 
reduction of funds applied to either or both of these areas will mean the Navy 
cannot meet its commitments to the national-security effort either in capability, 
or in time, or there will be a further critica] delay in the improvement of communi- 
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cations security. The latter program is of such nature that it can only function 
as a whole, and partial installations are of no practical value. It is therefore 
requested that these funds be restored. 

(3) Budget activity No. 3 (Hydrographic Office): 

(a) A reduction of $333,000 in this budget activity will seriously reduce planning 
data available to the Chief of Naval Operations and navigational aids for the fleet. 
It will curtail the preparation of harbor defense charts and of literature surveys of 
foreign harbors. Both of these items are of high importance as data on which to 
base advanced planning. 

(6) This funding reduction will also result in fewer charts being prepared for 
joint Navy-Air Force projects essential in defense planning. 

(c) Expensive preparatory work has been completed for a new edition of the 
American Practical Navigator (Bowditch), which is a valuable navigator’s manual 
used by the merchant marine as well as the Navy. Despite the large investment 
already incurred, if this cut is established the final act of printing must be post- 
poned until adequate funds are provided. The importance of up-to-date informa- 
tion cannot be underestimated in navigating an individual vessel or the entire fleet. 

(d) The acquisition of specialized survey equipment will be reduced due to the 
inadequate provision of funds. 

(4) Budget activity No. 5 (Inter-American affairs and support of international 
projects) : 

(a) The amount of $305,000 requested to be restored for the support of unified 
commands is for a highly classified project. Therefore, justification for this 
amount will be presented orally, if required. 

(5) Pudget activity No. 8 (Field services) (EXOS): 

(a) The Secretary of the Navy is required by section 402 (a) and (b) of the 
National Security Act of 1947, as amended, to cause internal audit to be organized 
and conducted in the Navy. While progress is being made toward the imple- 
mentation of this statutory requirement, the plans for providing all echelons of 
management with an independent review of financial and business activities are 
dependent upon the availability of an adequate staff of auditors. Sufficient 
progress has been made, however, in the areas of audit coverage to show conclu- 
sively that substantial economies can be effected in the Naval Establishment 
through the extension of the audit program to activities which cannot now be 
covered because of personnel limitations. 

(6) Hearings held on November 2, 3, and 4, 1953, before the Preparedness 
Subcommittee No. 3 of the Committee on Armed Services, United States Senate, 
on implementation of title IV, National Security Act of 1947 as amended, resulted, 
among other things, in recommendation that the staff responsible for the audit 
of internal activities of the Navy should be augmented as rapidly as capable per- 
sonnel ean be recruited if the audit mission is to be fulfilled. The budget for fiscal 
year 1955 is geared toward accomplishing this result, and any reduction thereof 
will deter the advancement of the audit program. 

(c) In its report on the Department of Defense appropriation bill, 1955, the 
Committee on Appropriations suggested that only 2 new Navy audit offices be 
opened in 1955 rather than 4 as proposed. For practical as well as economical 
reasons, it is desirable that field audit offices be established at points most con- 
venient to concentration of naval activities. This can be accomplished most 
effectively with the planned number of offices. The earlier this is done the more 
rapidly the program can be effected. 


Senator Ferauson. Now, is there any particular thing you want 
to say in relation to the reclama? 

Because of the reclama, Admiral, I will hear from you if there is 
anything special you want to give us. 


WAREHOUSING IN NORTH AFRICA 


I would like to bring some questions up about North Africa. We 
got a letter from you that I want to read just one paragraph of: 


The language barrier and the extreme illiteracy of the ungraded personnel 
makes their usefulness in the supply department limited. After 4 months of 
intensive recruiting effort and widespread interview the Bureau of Aeronautics 
has been able to build only 8 of 12 senior supervisory positions from continental 
United States sources. 
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I have a report indicating it is evident that warehousing is entirely 
inadequate. We find that the commanding officer concurs with the 
observation that there exists far too much stock for the amount of 
covered space existing. 

Of far greater importance is the need for efficient management as 
supply w arehouses in the open were not properly protected against the 
elements, unboxed items requiring covered storage were exposed as 
to cause great damage. 

You say you do not have manpower. This would indicate that 
you are not going to have manpower now. 

Admiral CLextron. The only type of manpower they can get over 
there is apparently the enlisted personnel to do this job, segregating 
that material and getting it under cover. 

Senator Ferguson. Are these civil-service jobs that you are trying 
to fill? Is that your trouble? 

Admiral CLrextTon. Yes, sir. 

Senator Frercuson. Is your standard too high or what is your 
trouble? Pe ‘eople do not want to go to North Africa. 

Admiral CLexton. People don’t want to go to that section of 
North Africa. 

Senator Fercuson. Not enough people interested in adventure to 
go to North Africa. 

Admiral CLexton. No, sir. 

The Commander, Atlantic Aircraft Theater, who has cognizance of 
this base, sent a special team over there. 

Senator Fercuson. Let me show you a picture. That was laying 
on the floor. I don’t know how long it would take to sort them out. 
That is not a very good scene of the warehouse, particularly of the 
Navy. 

You see, you fellows have a reputation you have to maintain. 

Admiral CLiexton. We are not very proud of that. But the 
command that has the ability to fix this has a team over there right 
now, Mr. Chairman, to look into this to make recommendations as 
to what we can do. He does have the availability of military per- 
sonnel to clean this up if he has to do it. 

Senator Fercuson. I wish you would personally get on top of this 
thing and see that something is done with it because it is really in bad 
shape over there. 
Admiral CLExTon. 


Yes, sir; I know. 





COMMUNICATION FACILITIES 





Senator Fercuson. Under budget activity No. 2, ‘“Servicewide 
communications,” a number of new and expanded communication 
facilities are planned for fiscal year 1955. Explain to the committee 
the need for these new communication facilities. 

Admiral Watkins. Mr. Chairman, there are five new communica- 
tion units planned for operation in fiscal year 1955, all of which are 
needed in connection with the direction finder net supporting the 
antisubmarine warfare program. At Port Lyautey, North Africa, 
long-range planning initiated several years ago resulted in public- 
works funds bei ‘ing made available for the construction of new receiver 
and transmitter facilities in order that the ‘y might be removed from 
the confines of the base as a result of technic ‘al communication dif- 
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ficulties which had become critical due to expansion of other base 
activities. These new facilities, activated in fiscal year 1954, will be 
in operation for a full year in fiscal year 1955 and require additional 
maintenance and operating funds. Similar situations exist at both 
Kodiak, Alaska, and Norfolk, Va., where increased maintenance and 
operating costs will be incurred. Expansion of a classified communi- 
cation function in the European area, gradually building up during 
fiscal year 1954, will require increased support costs in fise ‘al year 1955. 
Except as noted above, the general level of day-to-day maintenance 
and operating costs of the Naval communication system in fiscal year 
1955 is being held at or below the fiscal vear 1954 costs. 

Senator Fercuson. Are the increases in fiscal year 1955 over 1954 
shown in the table on pages 30 and 31 due to these new facilities? 

Admiral Warkins. The increases shown on pages 30 and 31 of the 
Servicewide Operations, Navy budget document for certain line items 
are generally due to the reasons | have just stated, except for the 
following communication stations at New Orleans, San Francisco, 
Pearl Harbor, and Philadelphia. Increases in these last named 
activities are generally the result of planned special maintenance and 
improvement projects. 

Senator Frercuson. The special Navy-USAF charting project under 
budget activity No. 3, Hydrographic Office has appeared i in the budget 
for the past several years. Explain to the committee the general 
scope and nature of the project and tell us when it will be completed. 

Discussion off the record.) 


NAVAL PrerROoLEUM RESERVES 


STATEMENT OF CAPT. ALBERT S. MILLER, USN, DIRECTOR, 
NAVAL PETROLEUM RESERVES 


Amounts available for obligation 


Estimate, Estimate, 


Actual, 1953 9 a 


Appropriation or estimate $13, 250, 000 
Balance transferred from ‘‘Naval petroleum reserve No. 4, 
Alaska"’ $2, 400, 000 


Unobligated balance, estimated savings (available for admin- 
itive reappropriation in subsequent year 280, 844 


Obligations incurred 12, 960, 156 2, 400, 000 
Compar itive transfer fron ival petroleum reserve No. 4, 
Alaska” 305, 889 299, 000 


rotal obligations 13, 266, 045 2, 699, 000 


Obligations by activities 


j 
' 
Deseription 1953 actual | 1954 estrmate | 1955 estimate 


$145, 000 
3, 150, 000 


| 
| 
| 
} 


Field administration $160, 250 $163, 000 
Naval Petroleum Reserve No. 1 12, 663, 000 2, 212, 000 


Naval Petroleum Reserve No. 3 136, 906 } 
Naval oil shale reserves 25, 000 | 30, 000 


Naval Petroleum Reserve No. 4 305, 889 299, 000 250, 000 


Total obligations } 13, 266, 045 2, 699, 000 3, 575, 000 
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PROGRAM OF WELL DRILLING 


Senator Frercuson. The request for budget activity 2, ‘Naval 
Petroleum Reserve No. 1,’’ consists of funds required to complete a 
program of drilling wells designed to protect the field against water 
encroachment. The committee is interested to know the number of 
wells in this reserve and the methods of inspecting, testing, operating, 
and maintaining them; also, the progress made to date to protect the 
field against water encroachment. 

Captain Mituer. There are 1,033 wells in this reserve, of which 982 
are producible at the present time. 

The Standard Oil Co. of California, as operator of this unitized 
field, employs between 150 and 170 people in Naval Petroleum Reserve 
No. | during any particular month; the number will vary in accordance 
with the program underway in the month. Navy is constantly 
vigilant to see that there are enough people employed to accomplish 
the program and by the same token that no excess employment exists 
during any particular month. These personnel represent such cate- 
gories as production and development engineers, maintenance and 
mechanical personnel, clerical and accounting staffs, surveyors, 
draftsmen, pumpers, pipeline men, gagers, and so forth. They are 
directed in their work by the field superintendent who in turn is 
guided by an operating committee of 2 men, | representing Navy 
and 1 representing Standard, as constituted under the unit-plan 
contract. The engineering committee, also constituted under the 
unit-plan contract and consisting of 6 members, 3 Navy and 3 Stand- 
ard, is available to the operating committee as technical consultant 
and review board and has as its prime function the determination, 
from time to time, of any changes in participating percentages of 
either party to the unit-plan contract. Both of these committees are 
satisfied that current inspection, testing, operation, and maintenance 
of this field follows normal commercial practice. Progress made to 
date in protecting the field against water encroachment has consisted 
of the completion of 27 of the estimated 39 wells required. Both 
the operating committee and the engineering committee are satisfied 
that these completed wells are effectively accomplishing their purpose. 

Senator Frrauson. Funds are requested for Naval Petroleum 
Reserve No. 1 for the Navy’s share of operation and production costs 
under the unit-plan contract. Explain to the committee the operation 
of the unit-plan contract with Standard Oil Co. of California. 


UNIT PLAN CONTRACT 


Captain Miter. The unit plan contract between the Navy and 
Standard is a partnership in the development and operation of a large 
oilfield as a single property. The percentages of ownership of Navy 
and Standard are based on the estimated acre-feet of productive sands 
in each zone underlying the properties contributed to the unit by each. 
As development discloses additional information the interests of Navy 
and Standard in each zone are subject to redetermination with the 
result that shares in both production and costs are redistributed 
retroactive to the effective date of the contract, November 20, 1942. 
Standard as operator pays all costs initially and bills Navy monthly 
for the Government's share thereof. After a complete audit of such 
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billings by the Director’s field representative, the inspector of naval 
petroleum reserves in California, and by a Navy cost inspector de- 
tailed for this purpose by the Navy Controller, Navy pays its bills. 

While the principles of such a contract are relatively simple in this 
case the details are complicated due to the diverse interests of the 
Government, whose aim is to retain oil in the ground for an emergency, 
and the company whose desire is to produce oil currently. 

Senator Ferauson. It is noted that exploration in Naval Petroleum 
Reserve No. 4 was terminated in the past fiscal year. Kindly explain 
to the committee why these funds are required and what the Navy 
intends to do with this reserve. 

Captain Miiuier. Funds are required for maintenance and opera- 
tion of a small field office of the inspector, Naval Petroleum Reserve 
No. 4, the Director’s field representative in Fairbanks, Alaska, and to 
support the small custodial staff at Point Barrow, Alaska. Once the 
excess personal property in this area is disposed of, no further appro- 
priation will be required. The principal request under this activity is 
required for allocation to the United States Geological Survey, De- 
partment of the Interior, for their work in compiling the final report of 
exploration. 

Navy intends to retain Naval Petroleum Reserve No. 4, Alaska, in 
its present status and has made no affimative proposal to the Congress 
for a change in the status of these lands. However, if the Congress, in 
the interest of national policy decides any part of this reserve should 
be returned to the public domain, and if such proposal is approved by 
the President, the Navy will, of course, be responsive to the legislation. 

The Office of Naval Petroleum Reserves was reestablished in 1927 
as a part of the Office of the Secretary of the Navy. A directive issued 
by the Secretary dated June 6, 1944, redefined this office as “Office of 
the Director, Naval Petroleum and Oil Shale Reserves’’ with duties 
as follows: to take custody and charge of the Reserves on behalf of the 
Secretary; to formulate plans and programs for the exploration, pros- 
pecting, conservation, protection, development, use, and operation of 
such Reserves and for the production of oil therefrom; to make recom- 
mendations to the Secretary with respect thereto; to execute such 
plans and programs as are duly approved; and to consult with the 
Bureaus and other offices of the Navy Department and other Govern- 
ment Departments and agencies to the extent necessary for the 
administration and control of such Reserves. 

The reserves consist of: 

Naval Petroleum Reserve No. 1 (Elk Hills, Calif.) 

Naval Petroleum Reserve No. 2 (Buens Vista Hills, Calif.) 
Naval Petroleum Reserve No. 3 (Casper, Wyo.) 

Naval Petroleum Reserve No. 4 (Alaska) 

Naval Oil Shale Reserves Nos. 1, 2, and 3 in Colorado and Utah 

Plans with respect to these reserves are invariably worked out in 
consultation with the Armed Services Committees of the Congress. 

The current projects for which funds are being requested for the 
fiscal year 1955 are: 

(1) Administration of the reserves, including field office expenses, 
employment of expert consultants, and transfer to the United States 
Geological Survey for its work in connection with the naval petroleum 
and oil shale reserves. 
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(2) Navy’s share of routine operation and production costs under 
the unit contract in both the shallow and Stevens zones of Naval 
Petroleum Reserve No. 1, and remedial and protective maintenance 
in this reserve. 

(3) Continuation of investigation of Naval Oil Shale Reserve No. 2 
initiated in fiscal year 1954 by the United States Geological Survey. 

(4) Continuation of work by the United States Geological Survey 
on the final report of exploration in Naval Petroleum Reserve No. 4, 
Alaska. 

Only custodial functions are planned in fiscal year 1955 for Naval 
Petroleum Reserve No. 3 and Naval Petroleum Reserve No. 4, 


TOTAL INCOME FROM RESERVES 


From fiscal year 1916 through fiscal year 1953, the total income from 
all sources from the naval petroleum reserves was approximately 
$106 million. During the same period, all capital and noncapital 
expenditures have aggregated approximately $114 million of which in 
excess of $47 million has gone toward the Alaskan exploration pro- 
gram. The balance has been utilized in development of the 700 
million-barrel reserves in the Elk Hills oilfield. 

The known productive Government lands of Naval Petroleum Re- 
serve No. 2, entirely leased to private parties, return annually ap- 
proximately $800,000. On the basis of production increases recently 
recommended for Naval Petroleum Reserve No. 1, the annual return 
from this reserve should approximate $20,500,000, thus permitting a 
yearly deposit in the United States Treasury of approximately 
$21,300,000 from Naval Petroleum Reserves Nos. 1 and 2. 

Should Naval Petroleum Reserve No. 1 be put on emergency pro- 
duction, pursuant to a joint resolution of Congress, at a rate of 100 000 
barrels per day for example, (50,000 from the Shallow Zone and 50,000 
from the Stevens Zone), the Government’s share thereof would 
aggregate 44,486 barrels daily from the Shallow Zone, having a present 
value of $2.44 per barrel, and 39,654 barrels daily from the Stevens 
Zone, having a present value of $3.15 per barrel; the total daily income 
from this production would then aggregate $108,546 from the Shallow 
Zone and $124,910 from the Stevens Zone, or, in all, $233,456. This 
sum would total, per annum, $85,211,440 for oil alone which, with 
additional income from the sale of gasoline and other hydrocarbons, 
would bring the total revenue to the Government to approximately 
$87 600,000 annually. 

It may therefore be emphasized that the planned operation for fiscal 
year 1955 will bring a large immediate return to the United States 
Treasury and that a capital investment is being made toward sub- 
stantially greater returns at such time as Naval Petroleum Reserve 
No. 1 may be opened to emergency production. 

Senator Fercuson. Thank you very much. 

This closes the hearing as far as the Navy is concerned. 

(Thereupon, at 12:20 p. m., Monday, May 24, 1954, the subcom- 
mittee recessed, to reconvene at 10 a. m., Tuesday, May 25, 1954.) 
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TUESDAY, MAY 25, 1954 
Unirep STatres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Homer Ferguson (chairman of the subcommittee), 
presiding. 

Present: Senator Ferguson. 


DEPARTMENT OF DEFENSE 
GENERAL PROvISIONS 


STATEMENTS OF LYLE S. GARLOCK, DEPUTY COMPTROLLER, 
DEPARTMENT OF DEFENSE; AND HON. H. LEE WHITE, ASSISTANT 
SECRETARY OF THE AIR FORCE 


Srcrion T7O9 
EDUCATION OF DEPENDENTS 


Senator Ferauson. The hearing will come to order. 

Our first item we have this morning is 709, education of dependents. 

Mr. Gartock. On that the Department is appealing the limitation 
of $225 average in overseas areas. 

Our experience has been that it is costing us more than $225. The 
difference is paid out of nonappropriated funds, which to a large ex- 
tent, is the contribution of the individual parent. 

The problem arises in two general areas, one where we have a small 
number of students in a school, and the other where we operate no 
Government school at all and have to pay tuition to a private in- 
stitution. 

The extremes in this area are as follows: (1) in Government- 
operated schools $1,500 per student in a high school in Berlin, where 
we only had 10 students, and (2) the highest individual tuition I 
know of that we are paying to a private school is $710. 

The way we do this, Senator, is that at the beginning of the year 
each of the three departments comes forward with their anticipated 
enrollment for the school year, by schools, the cost of each of the Gov- 
ernment-operated schools, plus the tuition for private school. 

We come to a conclusion and then adjust it downward across the 
board to come to $225, average, for the whole Department of Defense. 


NONAPPROPRIATED FUNDS 


So that means that a large number of the—well, almost without 
exception the service-operated school gets some nonappropriated 


rreye 
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funds. That can either be from commissary, PX profits, or from 
straight contributions from the individuals. 

In the areas where the students have to go to private schools, it is 
regularly the problem of the parents to pay a part of the total tuition 
bec ‘ause we yume do not have funds enough with the $225 limitation. 
This attendance at private schools is not at the option of the parent. 
It is only ieouines we have not chosen to run a Government school be- 
cause of the excessive cost. 


TOTAL CONTRIBUTION 


Senator Frereuson. You contribute over and above the $225 how 
much ? 

Mr. Garwock. In 1953 there was contributed a half million dollars 
that we know of. 

Senator Fercuson. That is an average of how much per student? 

Mr. Garvock. It is not a problem of averages. It is individual 
parents who get charged in some instances as much as two, three, four 
hundred dollars a student. The average throughout the whole system 
last year was about a dollar, but the individuals in many cases had 
to contribute more. We know that through nonappropriated funds 
we are putting in an average of at least a dollar a student. 

We know now that there are in addition to appropriated funds sub- 
stantial contributions made to the operation of the school which are 
not reported in our records. It is not an expenditure of public funds. 

Senator Frreuson. Are you talking only about tuition ? 

Mr. Gartock. On the $225. 

Senator Frercuson. Yes. 

Mr. Gariock. That is all we are paying for outside tuition. 

Senator Fereuson. You do not pay anything else except tuition? 
You are not counting transportation? You are counting just tuition? 

Mr. Gartock. Tuition in non-service-operated schools. 

Senator Frrcuson. Does that include Seae and supplies ? 

Mr. Gartock. I think it would vary. Whatever the cost would 
be we would follow the custom of the school. If the school required 
the individual students to buy books and papers they would pay it. 

If the school provided them they would be in the total fees. 

Senator Fereuson. What was it? The average last year? 

Mr. Gartock. The average we know of was $295. That was paid 
from appropriated funds. But there are substantial amounts paid 
from nonappropriated funds of which we have no record. 

In other words, if an officer is located at a station overseas where 
there is no Government school, what he pays in addition is not re- 
ported through our Government system. 

In other words, we have allowed him all we can. 

Senator Fereuson. What would you do? You then put in a sum 
so that no matter what this tuition was, wherever it was, you would 
pay out of appropriated funds; is that right ! 


QUESTION OF DEPENDENTS 
Mr. Gartock. I would not say it quite that way. When we send an 


officer or enlisted man overseas with dependents, we have the responsi- 
bility of providing reasonable schooling. 
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Senator Frrcuson. How much inquiry is made when you are select- 
ing these people, as to whether or not he has children of school age, 
et cetera ¢ 

Mr. Gartock. That is one of the factors considered in selecting 
officers for these areas where the schooling is a substantial problem. 

Senator Fercuson. What is it in other areas, in foreign service? 
Is one of the big items as to who goes, whether or not he has children 
of school age ¢ 

Mr. Gartock. No. It has to be a selection of the best qualified 
personnel to carry out our main mission there. 

Senator Frreuson. Then you do not pay any attention to whether 
or not he has children ? 

Mr. Gartock. I do not say we don’t pay any attention. It is not 
the dominant criteria. It is one of the factors considered. 


SELECTION OF OVERSEAS PERSONNEL 


Senator Frrcuson. Who are the people who select these people that 
go overseas ¢ 

Mr. Gartock. The personnel officers of the three military depart- 
ments, 

Senator Frrcuson. Here in the Pentagon building? 

Mr. Garwock. Yes, sir. 

Senator F'ercuson. Can you get them over here and see what they do 
about the children’s proposition ¢ 

Mr. Wuire. What they do in the Air Force is this: They go on the 
basis of whether he is best qualified. As between equals, then the 
question of children comes into issue. You have another problem, 
that you cannot say that the man who has children does not take any 
unpleasant assignments because it would end up with the bachelors 
and the people with one child ending up with all the bad assignments 
overseas. 

So you have to weigh all those things together. 

Actually, I know, for ex: unple, some of ‘the Air Force officers I talk 
to in practically every case this average is worked out so that in every 

case the officer pays part of the sc hooling out of his own pocket. 

Senator Ferauson. Will you submit for the record from these per- 
sonnel officers what they do about this question of children? You see, 
we have had some cases where they send a sergeant to Japan; he has 
9 or 10 children and they take them all over there. 

Now, there ought to be a place for a sergeant with 10 children here 
in the States. 

Mr. Wurre. What we are asking for is an increase in the average 
of $25. The $25 increase still will not mean that these people won’t 
have to pay something out of their own pocket, but we will supply 
it for the record. 

Senator Fercuson. You mean the $225 plus the $25? 

Mr. Wuire. That is right. 

Senator Frrevson. All right. 

(The information referred to is as follows:) 

Of neeessity, the primary controlling factors on the selection of individuals 
for overseas assignments are: (1) The skill of the individual in relation to the 


requirement of the job to be filled, and (2) the date on which the individual last 
returned from overseas service. All of the military departments have in effect 
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policies which, after application of these primary selection factors, take into 
consideration the number of children in the family of the member and the 
availability and/or expense of dependent schooling in the area for which he is 
being considered. If, after consideration of the primary requirements of the 
service, a choice exists between individuals who have children and others with 
the same qualifications who do not have children, or between individuals with 
numerous children and others with a lesser number, the member without children 
or With the lesser number is normally selected for assignment to the areas 
where dependent schooling is searce and most expensive. Beeause of the rela- 
tively large requirements for personnel in the various overseas areas, and 
because of shortages in certain skills, occasions will occur when a member with 
several children must be selected for a specific overseas assignment. 

Senator Frreuson. Do you think all the services have the same 
trouble? 

Mr. Wuirr. I think so. You see how the average works, in past 
vears you will find that each service is not allocated an average of $225 
in order to make it come out right. Some will get $213; some $237. 
It will average out at $225. 

Mr. Gartock. Where we run a school of some size we stay well 
within $225. So if an individual service’s distribution children hap- 
pens to be proportionately heavier to the smaller locations and in the 
place where we don’t run schools, then the average runs higher 

In 1954 for the Army, of the $225 average for the Department as a 
whole, they received $216.91 average. 

The Navy, $231.14, and the Air Force $221.46, 

Senator Frreuson. As I understand it, you find places where you 
can take this money out, it would not necessarily mean more money. 

Mr. Gartock. It is not an addition to the appropriation, it is an in- 
crease in the limitation for funds already included to be used. 

Senator Frrevson. Do you know what the national average is here 
for education? I realize that does not mean much. 

Mr. Gartock. No. My interest in educational systems is limited to 
Alexandria at the moment. 

Three years ago we were getting by with $225 a year. It has gone up 
twice since then. I do not know exactly what it is at the moment, but 
it is above $225. That is, IT believe, exclusive of the grants—well, that 
is operating cost, that does not include building cost. 

We operate, I think, a very modest system there so that it is a fair 
criteria. 

Senator Frerevson. Do you have to send your children and the Gov- 


ernment pays tuition ? 


CONTRIBUTION TO ALEXANDRIA SCHOOL SYSTEM 


Mr. Gartock. The Government makes a contribution to the Alex- 
andria school system. 

Senator Ferevson. Even though you live in Alexandria? 

Mr. Gartock. Yes, sir; they make a contribution for the children. 

Senator Frrevson. They do not even treat you as a citizen over 
there ? 

Mr. Gartock. Yes, they give me full right to pay all my share of 
the taxes. 

Senator Frrevson. Really, I thought if you lived in a house in 
Alexandria that your child would go to the public school just the 
same as anybody else’s child and not pay tuition. 
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Mr. Gartock. They do, but what I am saying is that the Congress 
provides that in areas which have a certain percentage of children of 
Federal employees, both civilian and military, that the school system 
will be assisted from Federal funds that are appropriated to the Office 
of Education. 

Senator Frreuson. Yes, that is another appropriation. 

Mr. Garvock. Alexandria gets no money from this appropriation. 


STATEMENTS OF WILLIAM L. ELLIS, CHIEF OF INVESTIGATORS, 
GAO; AND FRANCIS J. MATCHETT, ASSISTANT CHIEF 


SECTION 712 
SUBSIDIES IN OFFICER MESSES 


Senator Frrcuson. The next item is 712. 

During the formualtion of the Department of Defense appropria- 
tion bill for 1954, an effort was made to regulate the charge for meals 
in officer’s messes throughout the armed services. This brought a 
considerable opposition from the representatives of the service and as 
a result it is the desire of the full committee that the question of 
Government subsidies in such messes be looked into. 

The General Accounting Office was requested to make the 
investigation. 

Mr. Ellis, you are a representative of that General Accounting 
Office. Will you give us your result? 

Mr. Exuts. Yes, Mr. Chairman. I hand you a brief summary such 
as we sent to the committee on the 29th of March. 

Senator Fercuson. We will insert that in the record at this point. 

Mr. Ettis. Thank you. 

Senator Frreuson. Is there anything you want to point out on 
this ¢ 

(The document referred to follows:) 

COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington 25, March 29, 1954. 
Hon. STYLES BRIDGES, 
Chairman, Committee on Appropriations, 
United States Senate. 

My Dear Mr. CHAIRMAN: The General Accounting Office has completed the 
survey of the operations of officers’ messes of the armed services, conducted at 
your request. 

A report covering a number of messes was transmitted to you under date of 
January 29, 1954. Herewith are 10 copies of a supplemental report covering 
additional mess operations as requested in your letter of December 17, 1953. 
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The two reports provide a wide range of coverage and reflect the cost of 
operations and the Government subsidy for selected field and closed messes 
during the fiscal year 1953 as follows: 























| 
| Government costs 
| Number | Mess | Total 
ofrations| Mis- cost cost 
| cella- | Labor | Total 
| neous 
menage, guia eum -| a 
Air Force field messes: 
SIRI ANTIED.. 6, d.cciarechaketmiosinnaemedeamninaianatebl 51, 588 | $0. 38 $1. 65 $2. 03 $1. 66 $3. 69 
Lowry AFB ee LatitiaaiaeE el 90, 211 | .19 1.95 2.14 1, 85 3. 99 
Mitchel AFB __. bows igh 39, 483 | 43 2. 22 2. 65 1.11 3.7 
Armv field messes: | 
Fort Belvoir ws sccigeallitmniiee sie 89,621] .23] 1.21 1.44 1, 21 2. 65 
Fort Benning : | 75, 663 .25| 1.48 1. 73 1.20 2. 93 
Camp Chaffee ; re 32, 358 . 30 1. 65 1. 95 1.23 3.18 
Navv closed messes: 
Patuxent NATC_._-- ek 1, 27 4.21] 5.48 2. 48 7. 96 
SOOCEE EOCENE TOROD se vec cncukieseseseominentiensl. . ase? 32 1.56} 1.88 1. 52 3. 40 
San Diego NTC Sedebebscaeidebinbatas 21, 277 | 41 3.70 4.11 2. 09 6. 20 
Corpus Christi NAS Siac ctubiaiimiiaaittinaiecied | 74,210 32 1.31 1. 63 1, 62 3. 25 
Marine Corns closed messes: | } 
Quantico: | | 
Air station... ee ae 22,468] .51| 3.14] 3.65] 1.51 5.16 
Cinder Citv~ Le habe ieneehet cele 29, 153 .31 4. 38 4. 69 1, 84 6. 53 
Camp Jos. H. Pendleton..........-..----------- 41, 439 .42 3. 76 4.18 1.80 5. 98 








At some of the installations examined the Government subsidy was rela- 
tively high due to labor costs (overstaffing). Also, it was observed that, in a 
number of instances, many of the officers living in the bachelor officers’ quarters 
patronized places other than the regularly established officers’ mess, the result 
being higher pro rata costs. In the tables above, substantially all the raw-food 
costs appear as the share borne by the mess, the organization to which the 
officers contribute, paying either for each meal or by the month. 

Government costs or subsidy comprises generally the cost of preparation, serv- 
ice, space, equipment, and overhead. 

As a result of the survey, the Navy is in process of reducing, by 1,000, the 
number of stewards assigned to naval air stations, and is considering a reduc- 
tion to be applied to other naval installations. Its reporting requirements are 
being revised to the end that overstaffing can be noted promptly. Some reduc- 
tion has been indicated by the Marine Corps. However, the final outcome will 
not be known until their reappraisal of the situation, brought to light by this 
survey, is completed. 

Sincerely yours, 
LINDSAY WARREN, 
Comptroller General of the United States. 


GENERAL STATEMENT 


Mr. Ets. I would like first to point out the very fine cooperation 
we had from the military in doing this job. It was a joint effort. 
We got in touch immediately with the people at the Department level 
and were appreciative greatly of having people assigned, so that as 
a practical matter most of the work was actu: illy done by the people 
in the various fiscal offices of the military, subject only to such veri- 
fication as our people felt required to make in order to make it a truly 
independent report. 

The figures also were gone over carefully with the people in the 
Department and as we understand it, were fully agreed to although, 
of course, they were not expected to be in a position to give official 
concurrence in behalf of the Department. 

The figures are briefly that the mess cost to the Government varies 
all the way from $1.44 up to $5.48 per man per day. 
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The variance will be largely traceable to differences in the man- 
power assigned. That is the wages, pay, and allowances paid to the 
people who are assigned to the work. 

Also, there is one very important result which has already taken 
place. ‘The Navy has done, we think, an outstanding job already in 
eliminating a total of roughly 1,500 jobs. 

That does not mean people today, of course, but it does in the long 
run mean there will be a considerable reduction in this expense as 
far as the Navy is concerned. 

We understand the other services are working on it. We hope they 
will be able to reduce their cost. further. 


EXCESS MANPOWER 


The key is the excess manpower assigned to these jobs. If we get 
rid of the men we will cut the cost down. 

Senator Frerauson. What do you mean by excess manpower ? 

Mr. Eis. Waiters, people preparing food, every type of operation 
in the actual mess. 

Senator Ferguson. Do you mean they have more than they have in 
private dining rooms? 

Mr. Exuis. Yes. 

Senator Frreuson. Why? 

Mr. Exxis. I don’t know that it can be explained. There are prob- 
lems, of course, of organization. 

Senator Fercuson. You do not have the labor trouble. You have 
dise ‘ipline in your military. Are these military personnel, or civil 
service ? 


Mr. Exxis. All military. 
Senator Frrcuson. They do not have the same so-called man who 


can only wash so many cups an hour, and so forth ? 

Mr. Exits. There are many problems. The military people would 
be better able to explain it than I could. 

Senator Frreuson. Are these military people paid out of appro- 
priated funds? 

Mr. Exuis. Yes. 

Senator Frrcuson. For instance, let us take the first item here and 
get some figures so that this will be explained. 

The number of rations was 51,588. What is “Miscellaneous,” 38 
cents? 

Mr. Exits. Those are the costs that the Government paid outside 
of labor costs. 

Senator Frercuson. Outside of labor would be 31 cents? 


Mr. Etuts. Yes. 
Senator Frerauson. Was that rent? 


BUILDING DEPRECIATION 


Mr. Exxis. It would include a very small item for depreciation on 
the building. Since it is in a Government-owned building there is no 
rental as such, but there is a charge for depreciation on the building, 
a very minor charge. 

Senator Ferauson. How many years do you figure for the building? 

Mr. Exris. It depends on the type of building. 
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Mr. Marcnerr. They range from 4 percent up, I think they use 4 
and 5 in this case. 

In other words, buildings running 20, 30 years of life. 

Senator Fercuson. So each meal had a chi arge against it of 38 cents. 
That would be light, heat. 

Mr. Exuis. Yes, the report gives those figures in detail. 

Mr. Marcnuerr. Building maintenance, property maintenance, de- 
preciation in both of them, heat, light, power, heating fuel, water, 
trash, garbage collected, |: aundry, et cetera. 

Senator Frrauson. Labor means $1.65 for the labor of each meal ? 

Mr. Marcuerr. Three meals. These costs are computed on the 
basis of 1 ration which is 3 meals. 

Senator Ferguson. So the total is $2.03 for the 3 meals. That is 
Government cost. 

Mr. Exurs. Right. 

Senator Frrcuson. Now, the person, the soldier paid $1.66. 

Mr. Exuts. That is right. 

Senator Fercuson. Why do you add the two together ? 

Mr. Exits. One is the total cost of providing the meal, he pays part 
of it and the Government pays part of it. 


LOSS TO GOVERN MEN'I 


Senator Frereuson. The loss to the Government, I was trying to 
figure that. 

Mr. Exits. $2.03 is the Government figure, $1.66 is the part the 
officer pays, and the total for the day is $3.69. 

Senator Frrcuson. Are these all officer’s mess ¢ 

M. Exsis. Yes. I think everything we did are officer’s. 

Senator Fercuson. Thirty-seven cents is what the Government pays 
over and above what it gets? 

Mr. Exxis. No; $2.03. Normally the mess collects so much from 
the officer and uses it to buy the food. 

Senator Frreuson. $3.69 is what the 3 meals cost to produce ? 

Mr. Exuis. Yes. 

Senator Fercuson. The soldier only paid $1.66? 

Mr. Exits. Yes. 

Senator Frreuson. So it cost the Government $2.03 extra? 


Mr. Exuts. Yes. 


COSTS AT VARIOUS BASES 


Senator Fercuson. Then we have the next item at Lowry, it is $2.14 
extra; at Mitchell, $2.65 extra; at Belvoir it was $1.44; Fort Benning, 
$1.74; Camp Chaffee, $1.95 it cost the Government. 

The Navy, closed mess—what is the definition of “closed mess”? 

Mr. Exuis. There is a slight difference in how the Air Force handles 
it compared to the Navy. The one is the appropriated fund activity, 
meaning the expenditure all paid out of appropriated funds and the 
income goes in there. 

In the Navy and Marine Corps they are handled as a nonappropri- 
ated fund activity. The income and expenditures are paid out of a 
separate fund and do not get reflected in the budget figures in the 
Treasury. 

As a practical matter, the net result works out about the same. 








O 


oe 


sie ai 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1055 731 


Senator Frreuson. At Patuxent it costs the Government $5.48 as 
far as the Navy is concerned. 

Mr. Exuis. We thought that was out of line and so did our friends 
over at the Navy. ‘That is why we did 2 or 3 other Navy places in the 
beginning. 

There are special reasons why Patuxent is not a fair example. I 
doubt if you should say that the Navy is typical of the rather high 
figures at Patuxent. 


SITUATION AT SAN DIEGO 


Senator Ferauson. What about San Diego where it costs $4.11 ? 

Mr. Marcuertr. San Diego has low production. Note the number 
of people feeding there—21,000. 

Senator Frreuson. For how long ‘a period, 21.000 ¢ 

Mr. Marcuerr. One year. 

Senator Frrauson, 21,000 meals in a year? 

Mr. Marcuerr. 21,000 rations. That is three times a day. 

Mr. Exxis. 60,000 meals during the year, with that much less sales, 
of course, they h: oe that much less on which to spread their overhead. 

Mr. Marcuerr. San Diego is an inefficient operation due to the fact 
that it is a training place. I ate there and it was obvious that the 
person working on our table was being trained. The Filipino didn’t 
know on which side of our table to wait on us. They had to tell them 
what todo. They had to train these people. 

It was obvious they could put in a few qualified people in there and 
accomplish an efficient operation with half the men. 

Senator Frrcuson. Is their training essential to military training ¢ 

Mr. Marcuert. Well, sir, it is a question whether you need stewards 
at all. Many of them are brought over from the Philip pine Islands 
and they have to go through some orientation and San Diego is where 
they doit. Many of them can’t even speak English. 

Senator Fercuson. Are these island people they bring over from the 
Philippines ¢ 

Mr. Marcuerr. Yes. 

Senator Frreuson. Are the Philippine Islands in our service for 
that ? 

Mr. Marcuerr. No. 

Senator Fereuson. We can draft them ? 

Mr. Marcuetr. No; we have a special law permitting that. 

Senator Frravson. What do we do with them? Just use them as 
waiters ? 

Mr. Marcuert. Yes. 

Senator Frercuson. Do you mean we go over to the Philippines and 
enlist people solely for the purpose of ha iving them wait on tables for 
the Navy? 


STATEMENT OF VICE ADM. JAMES L. HOLLOWAY, JR., USN, CHIEF 
OF NAVAL PERSONNEL 


ENLISTMENT OF FILIPINOS AS STEWARDS 


Admiral Hottoway. Mr. Chairman, with the strong support of the 
Philippine Government and our Ambassador, we enlist about a thou- 
sand Filipinos a year to use as stewards in the Navy. 
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As you know, we have always used Filipino stewards in the Navy. 

Senator Fercuson. Yes; but always does not say we have to do so. 

Admiral Hottoway. That is very true, sir. It makes a very ex- 
cellent special rating for Filipinos. 

Senator Fercuson. Look at the expenses we are getting into. Why 
should the United States taxpayer carry out a custom, bring Filipinos 
over here and pay these tax bills? 

Admiral Hottoway. To be frank with you, I did not recognize that 
the Filipino was the reason for the high cost in San Diego. 

Mr. Marcuerr. Not entirely, but that is the major factor. 

Senator Fercuson. For every man there at San Diego it is costing 
$4.11 a day. That is over and above what the soldier pays for his 
meals? 

TRAINING PROGRAM 


Admiral Hottoway. That is part of the training program, training 
the personnel. 

Senator Frreuson. Training for what? You are training him to 
go into another mess / 

Admiral Hottoway. That is true. 

Senator Ferauson. Where the cost is running like Patuxent, $5.48. 

Admiral Hottoway. We are training them to go aboard ship. All 
those men go aboard ship and serve in the wardroom and warrant 


officer’s mess. 

Senator Frreuson. Do you have any cost on board ships? 

Mr. Euuis. No; in fact, we were asked by the committee to do 
originally four places. Then we were asked to do six or eight more. 

We got together with the military to pick out the places. We did 
not undertake to do any ships. 


COMMUNICATION 


Senator Frereuson. You are going to be interested in this, Mr. 
White. Here is one letter to the chairman of the committee: 


I am an Air Force officer and also a conscientious taxpayer, I am disturbed 
about the Air Force’s wide policy of placing officers and enlisted men on full- 
time jobs in nonappropriated fund activities, especially in officer’s and noncom- 
missioned officer’s clubs. For example, at the base, ENTAFB, Colorado, which 
is considered a very small one, there is assigned to the officer’s club 1 major, 2 
master sergeants, and 1 staff sergeant. It takes over $19,000 a year of taxpayers’ 
money to pay these people. There is assigned to the NCO club 2 master sergeants, 
1 technieal sergeant, and 1 airman. It takes $11,000 a year to pay these people. 
That is a total of about $30,000 a year, which is used to support activities at this 
base which should be self-supporting. Multiply this by the number of AF bases 
and you can see what a tremendous amount of tax money goes down the drain. 
Can't this practice be stopped? While I am writing, I would like to go on record 
2s being against any raise in servicemen’s pay. In considering the productivity 
of the men I know, I would say about 75 percent of them are overpaid now, 
especially officer personnel. This is not just a gripe, Senator, but a sincere con- 
cern ever the astounding tax problem confronting our Nation. It is only 8 months 
until I will be voluntarily released from the Air Force to a job paying less than 
the AF pays me. I am mentally composing a letter now which will deal with a 
far greater waste of taxpayers’ money than the above matter. This letter will 
not be anonymous, 

He is talking about the next one. This one is. 

Mr, Exuis. Could I supplement that with reference to exhibit 2 of 
our January report, which shows the salary figures for what that com- 
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plaint is talking about, the figure of 10,000 in military, 32,000 in 
civilian; that is at one Air Force base. It figures 14 military and 
10,000 at another Army place. 

In other words, the figures are in the report which went to the com- 
mittee showing the actual extent of the devotion of appropriated fund 
salaries to various open messes. 

That is a different subject than this closed mess, but that is a very 
widespread complaint that our people who make inspections have had 
oceasion to make, that is, the number of people who are assigned to 
work in the open mess, or club. 

The Navy, we understand, does prohibit that by regulations, but 
it is quite common otherwise, 

Senator Frreuson. The air station costs the Government $3.65, 
Cinder City serves 29,153, is $4.69 ; Joseph H. Pendleton, 41,000 served, 
is $4.18. 

You can see what is happening in these messes, what it is costing the 
Government, and what it is costing the men. 

Now, this is not the men’s fault. 


CAMP PENDLETON SITUATION 


Mr. Marcuerr. You mentioned Camp Pendleton. It is a peculiar 
situation at Camp Pendleton. The distances are so big out there they 
have a couple of messes. Normally you cannot operate two economi- 

cally. Because of the distance, the assignment of the officers and so 
forth, they must have them. They have even opened up another one 
out there. 

You are not going te improve the situation at Camp Pendleton 
much, with one exception: there is a way of improving the situation 
out there, but I believe the Marine Corps could talk more about that. 

Senator Fereuson. You made some of this examination ? 

Mr. Marcuetr. Yes, sir. 

Senator Ferguson. Why could not some expert in the restaurant 
business, and that is what this is, look into this situation and see 
whether or not management cannot be put in for all the services? 

Mr. Etuis. I think, Senator, someone here from the Air Force can 
tell you they are trying an experiment right now on one base in Texas 
that they have turned over to a civilian operation entirely. 

(Discussion off the record.) 

Mr. Garuock. In the final analysis the unit has to be militarily 
effective and it has to be able to move. It has to be able to move and 
able to eat under Federal conditions without the support of a large 
civilian population or private caterer. 

Therefore, you have to maintain a system which will provide for 
feeding the entire organization under those conditions. 

(Disc ussion off the record. ) 


CHANGE AT BELVOIR 


Senator Fercuson. Mr. Ellis, did you notice any change down at 
Belvoir ?¢ 

Mr. Exuts. Yes. 

Senator Frreuson. What did they do down there? 

Mr. Exuts. Mr. Matchett can explain that. 
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Mr. Marcuerr. Several years back the Belvoir Club, and there is a 
distinction between club which is classified in this report as an open 
mess and the other type of mess which is classified here either as a field 
mess or closed mess. One of them was operating at a loss. Then the 
enlisted men were used in the club in place of civilians. 

As a result the club went from red to black. 

Senator Frrevson. When you put the enlisted men in? 

Mr. Marcuerr. The Governments pays the expense. 

Mr. Exxis. They were not a special group of enlisted men. They 
were not a group who were not able to work otherwise in the Engineer 
Corps. 

Senator Fereuson. Tell me what happened again. When they put 
the enlisted men in you went back to a profit ? 

Mr. Marcnerr. They made a profit because they didn’t have to take 
into consideration the salaries paid out of appropriated funds. 

Senator Fercuson. You do not save anything that way. 

Mr. Extis. The local organization saves because they don’t have to 
pay the salary expense. So the local organization got into the black. 

Senator Frrcuson. Yes, but the Government then pays it. 

Mr. Exxis. That is true. 

Senator Fereuson. I am not so much interested in that kind of sav- 
ing, where we put it over on the taxpayer. We can always do that. 




























NUMBER OF RATIONS 


Mr. Matcnerr. Senator, I would like to point out one other figure 
about these reports. The number of rations served here. It is not 
possible to say that 1 man eats 3 meals each day in a mess. That will 
vary in number of meals. 

The statement was just made that there is one meal that gets the 
preponderance of attendance. In this survey that statement does not 
apply because we checked into that very carefully. 

It is true that more people eat lunch and that is partially due to the 
fact that most of these messes do serve some civilians—this is not 
entirely limited to officers—and they are in this computation. You 
cannot separate them. 

In some places it will run high, and in other places it will be prac- 
tically nil. 

Senator Frreuson. I ran into this thing when I went out with the 
military to Korea. I think I paid 20 cents for breakfast, 60 cents for 
lunch and dinner. 

In Hawaii, for a room, $1.50, and I found that $1.50 would have paid 
for 30 days’ room as well as overnight. 

Now, I cannot figure out how you can do it on that basis. 












GUEST HOUSE CHARGES 





Mr. Ex1is. Quite a number of the posts have what is called a guest 
house, a great part of the cost of which is borne by the taxpayer out 
of appropriated funds. Some part of the cost is paid out of the rela- 
tively minor charge made to the guest. Here, for example, is how it is 
freque aety done to get the equipment. The regulation permits equip- 
ment to be loaned out of the quartermaster stores where it is not 
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needed immediately for the purpose. So the guest house needs sheets 
to put on the bed. The quartermaster loans these as excess. 

Mr. Gartock. On the guest house, I would like to point out that 
under the regulations of the department where you are quartered under 
those conditions the per diem is accordingly reduced and in many cases 
the entire amount that you would normally ¢ ‘aleulate for quarters is 
disallowed and whatever the individual pays is strictly out of his own 
pocket and it varies from 50 cents to $2 to $2.50 a night. 

[f you want to raise that and raise the per diem to cover it, just 
changing the money around through the various pockets, that does 
not a ccomplish a thing. 


OBLIGATION TO PROVIDE RATIONS 


The other point I would like to make here is that if we put people 
in places where it does cost $6 a day in addition to the $1.40, what- 
ever it is they are allowed for the meal, I think we have the obligation 
to provide it. 

| do not say there is any reason for excess cost, but when you pull 
out all of the excess and if it still costs 4 or 5 dollars a day—in some 
of the Alaska stations you can go way beyond those figures as to 
what it costs us per day to feed a man up there—we do not make an 
adjustment in his pay for those situations; we pay him for a standard 
situation where he can buy a meal at normal cost. 

Now, if you take him down at Quantico and put him out in the field 
where he is not in walking distance or hardly in driving distance of a 
place to eat, the only place he can eat is a place the Government 
provides. 

Senator Frravson. Now, you will have to admit that the figures 
from the GAO clearly indicate that there is something wrong “with 
management. 

Mr. Gartock. With that I will agree, on the face of that it looks like 
we ought to be able to reduce them, but I don’t want to hold out the 
hope that we can reduce them to where it won’t cost the Govern- 
ment anything. 

Senator Frercuson. That is a different proposition. Then we are 
talking about fringe benefits. 

Mr. Gariock, No, sir. 

Senator Frercuson. But we should not have the fringe larger than 
the carriage. 

Mr. mene «cK. Let us go back to the point you made about the meals 
in Korea. I don’t happen to have figures on what it cost to provide 
that mea A but it is much greater than anything you have in these 
figures because by the time you figure the cost of getting our food over 
there and serving it 

Senator Frereuson. That is why I was saying 20 cents in Tokyo— 
did I say Korea—I am talking about Tokyo. 

Mr. Garrock. It would have been the same if you had eaten over 
there. 

Senator Frreuson. Yes, that is true, up in Seoul at the so-called 
guest house it was the same price. I know the meal cost more than 20 
cents. 

Mr. Gar.tock. We could not even transport it for 20 cents. 

449915447 
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Senator Fercuson. The transportation alone would be more than 
that. They could not take any more. That was the set price. 

Mr. Gartockx. We have the responsibility fer running these effi- 
ciently with as little cost to military personnel and civ ilian as possible. 
We may not be doing as well as we should, but, at the same time, I 
think the Government has responsibility for providing eating quarters 
to people who are not able to eat at home. 


COST COMPARISON 


Senator Fercuson. You take this low figure of $1.73 and compare 
that with $5.48, then you go into $4.69, $3.65. 

Mr. Exuis. Patuxent is not a fair example. 

Senator Frereuson. I am taking San Diego, Quantico Air Station, 
and Cinder City Air Station. 

Mr. Marcuerr. Army-Air generally have cafeteria service. 

Navy-Marine Corps nearly always have table service. 

In Quantico you mentioned that as one. We ran across a situation 
at Quantico whereby the Marines brought in a number of stewards 
expecting a large movement of officers in there for training. They 
held them until it was finally determined it would not take plac e, then 
they moved those stewards. 

Senator Frrauson. There is management again. 

Mr. Marcuerr. I am sure you will find in the case of the Navy that 
this problem has been taken care of. We verified this thing at 
Patuxent. They are now aware of that problem. 

Admiral Hottoway. Mr. Chairman, I would like to emphasize the 
constructive side. These gentlemen have done a wonderful job and 
have been a great help to all the services. 


DIFFICULTY OF ESTABLISHING FIXED PRICE 


I agree with Mr. Garlock and with therh we can never put this 
thing on just one fixed price across the board. 

We have many problems to confront us. I started on this myself 
when I first came back a year anda half ago. We have cut down 1,500 
stewards in the last year in these shore-based messes, largely due to 
constructive and objective studies in correlation with this group right 
here that is helping the committee. 

So we are really accomplishing a great deal. 

Now, every service has a different problem and they are military 
problems. It is not just a conveyor-belt thing like industry. You go 
full speed ahead or full speed astern, depending on what you see in 
the ocean. 

Take a naval air station. We move in a squadron when it comes 
back from an overseas deployment. They have attached to that 
squadron a certain number of stewards. 

One of the things we are cleaning up, the minute that squadron 
moves into Patuxent, we take some of the steward’s men that have 
been employed forward with them, away from them and let the squad- 
ron be carried by the stewards that are already at Patuxent. 
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MILITARY PROBLEM 


There are many complex military problems of that sort. Our peo- 
ple have to be prepared to go in the field on a moment’s notice and 
feed and subsist themselves in accordance with the standards estab- 
lished by the Congress at all times. 

Therefore, just as in Alaska, an Air Force base there, due to the 
lack of a local labor market, they have to use enlisted personnel up 
there or they would not have any men; and those things are going 
to differ in different localities and different circumstances and serv- 
ic es. 

I know you will recognize that we are sincerely and earnestly going 
into this problem and trying to save the Government every bit of 
money we can, but we annot do it all on the basis of a bookkeeper’s 
set of figures. 

I know these gentlemen understand that. 

Senator Frerevuson. We appreciate that. 

Admiral Hottoway. We are making big progress. 

Senator Ferevson. I think this ought to be brought to the attention 
of all services. 

Admiral Hottoway. That is right, sir, and we are making big 
progress. 

Senator Fercuson. If you are going to keep these fringe benefits, 
then you have to demonstrate to the Congress that something is 
being done about it continuously to keep it under control. 


CONTINUING REVIEW OF REQUIREMENTS 


Admiral Hetioway. I think we will demonstrate it, sir, in all the 
services. 

As part of the continuing review of the requirements of military 
personnel in the Navy, a study was conducted in early 1953 of the 
need for the then established allowances of steward group ratings. 
The results of this study indicated an excess of stewards in some areas 
and a deficiency in others. As an example when some fleet air units 
were based ashore the stewards assigned unduly augmented those 
allowed the shore activity on which based. 

Steps were taken immediately to develop new allowances using such 
factors as military requirements and physical location and actual 
usage. 

The result was a reduction of approximately 1,500 in the allowances 
of steward group ratings in fleet air units and in shore activities. 
The actual reassignment of personnel in accordance with these new 
allowances will be completed during August 1954. The majority of 
these reassignments have been accomplished. A recent report from 
one air station indicates that the number of stewards previously as- 
signed to the officers’ mess has been reduced approximately 50 per- 
cent in compliance with the new allowance. 

Subsequent to the initiation of the study by the Navy, members of 
the staff of the Comptroller General, at the request of the chairman of 
the Senate Committee on Appropriations, conducted a survey to 
determine the amount of appropriated fund subsidy in the operation 
of commissioned officers’ messes of the Department of Defense. Mem- 
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bers of this survey group were most cooperative and extremely help- 
ful. 

Since the labor (military pay and allowance) represents a large 
percentage of the cost of operating an officers’ mess the efforts over the 
last 18 months will reflect appreciable savings. 

Senator ane uson. Do you agree that the Army will do something ? 

Major Honnen. We will do everything we can. 


STATEMENTS OF MAJ. GEN. G. HONNEN, BUDGET OFFICER, DEPART- 
MENT OF THE ARMY; BRIG. GEN. L. E. COTULLA, CHIEF REQUIRE- 
MENTS DIVISION, OFFICE OF THE ASSISTANT CHIEF OF STAFF, 
G4; AND R. L. TRACY, LEGAL ADVISER, OFFICE OF THE 
COMPTROLLER 


PROVISION FOR RATIONS AND MESSING FACILITIES 


Mr. Tracy. The Army commenced right away after the appropria- 
tion bill passed last year, to make a study of the cost of operation and 
to eliminate unnecessary personnel and reduce cost wherever possible. 

United States Army Regulations, article 90, dated A. b. 1835, 
established the responsibility of the Army for providing rations and 
messing facilities for its personnel, both commissioned and enlisted. 
Currently, officers’ messing facilities are furnished under the pro- 
visions of SR 30-200-1 dated July 22, 1953. 

These messing facilities are of two general types: (a) The field 

ration or “closed” mess, which serves the fixed daily menu, and which 
restricts its service to commissioned and warrant officers, and 2) 
the “officers’ open mess” which operates on a club basis, charges its 
members monthly dues, and is open to families and guests of its mem- 
bers. These messes offer a varied menu as well as other services. 
They are not supported by appropriated funds. 

In establishing the meal prices to be charged at field ration or closed 
messes, it is essential to consider three basic factors. These are: 


SUBSISTENCE ALLOWANCES 


In accordance with current law (Public Law 346, 82d Cong.), officers 
are paid $47.88 per month, or approximately $1.60 daily, for the pur- 
pose of subsisting themselves. This payment is based on the cost 
of the Government ration (currently $1.10 per day) prepared by Gov- 
ernment cooks and served by Government personnel. The menu is 
fixed ; that is, it is the same menu prepared and served to enlisted per- 
sonnel, and must be accepted by the officer “as is” or not eaten at all. 
Obviously, it is inconsistent to charge an officer more for this type of 
messing service than his subsistence “allow ance. Under this plan, the 
officer now pays a daily cost of $1.10 for food, plus 50 cents for prepa- 
ration and service. In other words, he returns his entire subsistence 
allowance to the Government. 
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MORALE 


As stated before, officers utilizing Government messes are provided 
with the same ration provided to enlisted personnel. Any additional 
items provided for officers must be paid for with his personal funds. 

The complete costs of meals furnished to enlisted personnel are 
borne by the Government.. The officer, too, is a soldier. ‘To require 
payment at a rate over and above the subsistence allowance paid to the 
officer would be detrimental to the morale of officer personnel at a time 
when strenuous efforts are being made to increase the attractiveness 
of the service to attract and hold competent career personnel. Such 
additional charges would be felt mainly by the thousands of junior 
officers, who by reason of assigned duties, attendance at service schools, 
or who are overseas without their families, must maintain two separate 
establishments. Such a charge would act as a reduction in pay to the 
younger officers. It is the belief of the Army that this would be most 
unwise. 

COSTS OF OPERATION OF MESSING FACILITIES 


The Army considers the cost of operating officers’ field messes to be 
proper items of Government expense, since in the majority of cases, 
the messes are operated for the convenience of the Government. The 
addition of charges for depreciation, post overhead, administration, 
and other nonfood items to the amount which the officer pays for the 
meal should not cause the total to exceed the officer’s money subsistence 
allowance. 

It is the position of the Army that charges for meals furnished to 
officers, in “field” or “closed” messes, should not be increased. 

Senator Frerauson. Will you call this matter to the attention of the 
Marine Corps? 


STATEMENT OF BRIG. GEN. DAVID M. SHOUP, FISCAL DIRECTOR, 
UNITED STATES MARINE CORPS 


MARINE CORPS OFFICER MESSES 


General SHour. We have done a great many things already and 
we have plans to do additional things which will result, by the end of 
1955, in the overall reduction of over 38 percent in this area relating 
to dining facilities. 

I have a statement here that I would be glad to present as to what 
the Commandant has done regarding this matter. 

Senator Frercuson. We will be very glad to have you do so. 

General SHoup. As the chairman is aware, a recent survey by the 
General Accounting Office of commissioned officers’ messes in the 
armed services indicated that messes at the Marine Corps schools, 
Quantico, Va., and Marine Corps base, Camp Pendleton, Calif., were 
above average in operating costs during the fiscal year 1953. 

This condition came to the attention of the Marine Cor ps a year ago 
and immediately steps were taken to remedy it. 

The temporary surplus of stewards at Quantico resulting from the 
disbanding of the basic school mess were transferred to other duty. 
Witli these transfers, the cost of the ration has been reduced to 
approximately $2.73 at the Cinder City mess. 
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Steward requirements for fiscal year 1954 were restudied and tables 
of organization reduced. 
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ACTION TAKEN 


W ithin the last 6 months, the following specific actions were taken : 

(1) Reeruiting of stewards was suspended. 

(2) The steward table of organization requirement for all com- 
missioned officers’ messes were reexamined and 42 billets deleted. 

(3) The steward requirements for carrier-based Air Fleet Marine 
Force units were reduced more than 50 percent. 

(4) Personnel requirements for 1955 have been further reevaluated, 
resulting in an additional reduction of 189 i in the steward occ upational 
field and 45 billets in commissioned officers’ messes. 


ANTICIPATED ACTION 


In the next 6 months, it is intended : 

(1) To modify the present enlisted contract for stewards to permit 
wider utilization of steward personnel. 

(2) To develop criteria that will place steward requirements on a 
more austere basis. 

(3) To speed up reduction of overall onboard strength through an 
early release program, and 

(4) To reduce the preponderance of high ranks in the steward’s 
oce upation: al field. 

From fiscal year 1953 to fiscal year 1955, whereas the officer strength 
of the Marine Corps will only be reduced 3.8 percent, over the same 
period personnel in the dining facility portion of the commissioned 
officer messes will be reduced 38.1 percent and overall occupational 
field requirements will be reduced 23.4 percent. 

This summarizes, Mr. Chairman, the action taken and going to be 
taken by the Marine Corps to correct the situation indicated by the 
General Accounting Office report. 


ACTION OF NAVY 


Mr. Ex.is. Could I endorse Admiral Holloway’s remarks and also 
add on behalf of the Navy that the Navy did not wait to get the 
report to get action. They started last December. The report was not 
available until March. 

Senator Frreuson. You see, Congress has to get something in the 
act. I hope that in the services that we can get this action without 
Congress even coming in. 

Admiral Hortoway. You can count on us. 


Section 715 


STATEMENT OF BRIG. GEN. A. T. McNAMARA, CHIEF, SUPPLY 
DIVISION, G-4, DEPARTMENT OF THE ARMY 


SCRAP AND SALVAGE MATERIAL 


Senator Frerevson. I want to say on section 715 I have asked for 
witnesses to appear this morning to give testimony in connection with 
this provision which provides funds to the three services for the ex- 
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pense of transportation, demilitarization, and other preparation for 
sale or salvage of military supplies, equipment, and materiel. 

As you are no doubt aware, there has been considerable opposition to 
this provision from private industry, and representatives of National 
Association of Waste Material Dealers, Inc., and the Institute of 
Scrap Lron and Steel, Inc., will appear before this committee tomor- 
row to furnish the views of industry. 

Numerous Members of the Senate have referred to me letters they 
have received from constituents engaged in the surplus and scrap 
metal activities who are opposed to the Defense Department engaging 
in the operation of aluminum sweating furnaces and baling presses in 
competition with private business. 

Due to the number of such letters, and in order to conserve funds in 
printing, these letters will not be made a part of the record, but are 
on file with the committee where they are available for examination. 

I might add that such letters have been received from Senators 
Bush, Duff, Alexander Smith, Schoeppel, Burke, Chavez, and 
Dirksen. 

COMMUNICATION 


L would like at this point to submit for the record a letter from Mr. 
Clinton M. White, executive vice president, National Association of 
Waste Material Dealers, Inc., transmitting to the chairman of the 
Appropriations Committee a resolution passed by his association re- 
lating to this matter. 

(The letter referred to follows :) 


NATIONAL ASSOCIATION OF WaAsTE MATERIAL DEALERS, INC., 
New York, N. Y., March 24, 1954. 
Hon. STYLEs BRIDGES, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D. C. 

DEAR SENATOR Brivees: This association held its 41st annual convention in 
New York City last week. 

One of its commodity divisions—the metal dealers division—held its annual 
meeting during our convention period, and at its meeting unanimously approved 
the following resolution opposing the Defense Department’s operation of 
aluminum sweating furnaces. 


“The resolution 


“Whereas the Defense Department is operating aluminum sweating furnaces 

in competition with small private business; and 

“Whereas private industry has facilities, which are operating at only 40 per- 
cent of capacity, which can handle the Defense Department’s aluminum scrap; 
and 

“Whereas the Senate Committee on Appropriations requested that the Defense 
Department avoid going into scrap operations in competition with private in- 
dustry; and 

“Whereas the Air Force and Navy were unable to justify, to the Senate Select 
Committee on Small Business in open hearings, their operation of aluminum 
sweating furnaces; and 

“Whereas the Senate Select Committee on Small Business recommended in 
their annual report that the Defense Department take steps immediately to re- 
move the Government from competition with private industry in the operation 
of aluminum sweating furnaces: Therefore it is 

“Resolved by the members of the Metal Dealers Division of the National Asso- 
ciation of Waste Material Dealers, Inc., That the Appropriation Committees of 
the United States Senate and the House of Representatives be urged to limit the 
funds available to the Defense Department so that they may not be used for 
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the acquisition, construction, or operation of aluminum sweating furnaces; and 
it is further 

“Resolved, That the executive vice president be, and he is hereby, directed to 
transmit copies of this resolution to the Appropriations Committees of the United 
States Senate and the House of Representatives.” 

It is our understanding that the Senate Select Committee on Small Business 
has issued its report of a hearing held on this subject on September 28, 1953, 
in which report it states, “your committee recommends that the Defense Depart- 
ment take steps immediately to remove the Government from competition with 
private industry in the operation of aluminum sweating furnaces.” 

We respectfully and earnestly request that the Appropriations Committee of 
the Senate give full consideration to the report of the Senate Select Committee 
on Small Business and to the above resolution of our metal dealers division when 
considering appropriations for the Defense Department. 

Sincerely yours, 
CLINTON M. WHITE, 
Haeecutive Vice President. 


Senator Frrauson. Now we will hear from the services. 
LEGISLATIVE PROVISIONS 


General McNamara. Mr. Chairman, H. R. 8873, the bill reported 

out on April 26, 1954, by the Committee on Appropriations, provides 
under section 715, in part, that— 
Not more than $40 million of the amounts received during the current fiscal year 
by the Department of Defense as proceeds from the sale of scrap or salvage 
materials, shall be available during the current fiscal year for exepnses of trans- 
portation, demilitarization, and other preparation for sale or salvage of military 
supplies, equipment and materiel. 

Of the $40 million recommended by the House Appropriations Com- 
mittee, the Army has a requirement amounting to $25 million in order 
to conduct its demilitarization operations. Demilitarization is the 
rendering of arms, ammunition, and implements of war ineffectual for 
military use prior to their disposal by sale to commercial activities. 
Arms, ammunition, and implements of war are generally demilitar- 
ized by Government employees. However, when practical, combat 
materiel is sold with a contract warranty stating that title will pass 
when the purchaser has demilitarized the property. When feasible, 
demilitarization is accomplished by private contract prior to its sale 
as scrap. Feasibility is largely determined by the quantities of prop- 
erty available for demilitarization, and is further determined by site 
locations where security measures are required. 

Funds requested in this estimate pay for civilian personnel, trans- 
portation, and contractual services incident to making ammunition 
and combat materiel safe for sale to civilian dealers, transfer to the 
national stockpile, or disposition by abandonment or destruction. 


DEMILITARIZATION OF AMMUNITION AND COMBAT MATERIEL 


In fiscal year 1955 the Army plans to demilitarize 568,000 tons of 
ammunition and 745,250 tons of combat materiel, at an average cost of 
$19.04 per ton. Comparable figures for fiscal year 1954 indicate that 
995,000 tons of ammunition and 300,000 tons of combat materiel, at an 
average cost of $19.04 per ton, will be demilitarized. For fiscal year 
1953, 150,000 tons of ammunition and 140,000 tons of combat materiel, 
at an average cost of $29.47 per ton, were demilitarized. Thus, you 
will see that our unit costs show a decrease since fiscal year 1953. 
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I will endeavor to answer any questions the committee desires relat- 
ing tothe Army requirement. 1 also request that these statements con- 
cerning Navy and Air Force requirements be inserted in the record. 
Representatives of those departments are available for questioning if 
the committee desires further detail about their activities. 

Of the $40 million that is being requested, $25 million is for the 
Army demilitarization of 568,000 tons of ammunition and 745,250 
tons of combat materiel, and at an average cost of $19.04 a ton, 

Senator Frrcuson. Where did you get all this material that you 
have to demilitarize ? 

General McNamara. The ammunition, Senator, by its age in lot 
numbers becomes beyond the safety level and that has to be checked, 
opened, and demilitarized. 

Senator Frercuson. Is that = at this is? 

General McNamara. Yes, si 

As I mentioned, there are 568,000 tons of ammunition, in this $25 
million that the Army is asking for. 

Senator Frrcvson. Why could not private enterprise do this? 

General McNamara. Private enterprise does enter into this. Two 
of the installations that the Army is running, one at Milan, Tenn., and 
the other at Ravenna, Ohio, those are contract operated plants. 

There are other bases which are so decentralized if you will, from 
the location of industry where these shells would have to be moved 
that industry would not be interested in a contract. 

In other words, the problem you mentioned earlier in the form of a 
letter which you have received is not the same preblem we are talking 
about now. 

Senator Ferevson. That is not the same problem ? 

(seneral McNamara. No, sir. 

Senator Frreuson. Now. where is the other service ? In other 
words, this o biec tion is not to these shells 


General McNamara. No, sir 
SCRAP BALING 


(As a matter of fact, when the Army figures are disclosed on the 
other matter—sc rap baling—I believe that you will find from the 
first of July this fiscal year that we have made in the Department of 
the Army approximately 225,000 short tons of ferrous metal scrap 
available to the scrap dealers. 

Of this total, that is from July 1953 until March of this year, 
approximately 5,000 short tons were baled by the Army. 

In other words, approximately 2 percent of the ferrous scrap was 
baled by the Army of the ferrous tons that were available to the scrap 
deaters since July of 1953. 

There is the feeling in the Army that the baling of these small per- 
centages help us from stumbling over things in our depot system and 
should continue. 

Senator Frrevson. How much of this money will be used for 
capital assets, the balers and various things that are to be bought? 
General McNamara. I speak only for the | Department of the Army. 
There are no moneys in the $25 million that goes toward the baling of 
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scrap or toward the shearing of scrap. They are not part of these 
moneys. 

Senator Ferevson. How much have you in other funds for that 
purpose ¢ 

General McNamara. It is not broken down that way, Senator. 
There are approximately, and the dealers are quite familiar with these 
figures, 11 activities that were closed which formerly baled and 
sheared ferrous scrap. 


ALUMINUM SWEATING PROCESSING 


Senator Frrauson. Has the Army got any of the sweating 
processing ¢ 

General McNamara. There is no aluminum sweating process in the 
Department of the Army. 

Senator Ferguson. The Navy and Air Force ? 

Mr. Garwock. Yes. 


OPINION OF GAO 


Senator Frereuson. I have an opinion from the GAO which I think 
I ought to make a part of the record here on this question as to the 
authority to purchase sweating machinery and various other presses 
and capital assets, machinery and tools. 

Is there anything more you want to add? 

(The document referred to follows:) 


(COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 11, 1954. 
Hon. HOMER FERGUSON, 
United States Senate. 

My Dear SENATOR FerausoN: Further reference is made to your letter of 
August 13, 1953, regarding the installation of aluminum sweating furnaces at 
McClellan Air Force Base, Calif., and Tinker Air Force Base, Okla., and Navy 
procurement of baling presses. You state that there is a belief in the scrap indus- 
try that expenditures for such purposes are contrary to the provisions of section 
622 of the Department of Defense Appropriation Act, 1954 (67 Stat. 353), and 
the comparable section in the appropriation act for the preceding year. 

Section 622 of the act, which is identical to section 625 of the Department of 
Defense Appropriation Act, 1953 (66 Stat. 535), provides: 

“Not more than $10 million of the amounts received during the current fiscal 
year by each of the Departments of the Army, Navy, and Air Force as proceeds 
from the sale of scrap or salvage materials, shall be available during the current 
fiscal year for expenses of transportation, demilitarization, and other prepara- 
tion for sale or salvage of military supplies, equipment, and materiel: Provided, 
That a report of receipts and disbursements under this limitation shall be made 
quarterly to the Committees on Appropriations of the Congress.” 

It is a settled rule that, where an appropriation is made for a particular object, 
by implication it confers authority to incur expenses which are necessary or 
proper or incident to the proper execution of the object unless there is another 
appropriation which makes more specific provision for such expenditures, or 
unless they are prohibited by law. (See 6 Comp. Gen. 621; 17 id. 636.) 

The operations here under consideration appear to be within the type of 
activities for which funds were made available by the quoted section as they are 
used for the demilitarization and preparation of scrap material for sale. Fur- 
thermore, no other appropriation making more specific appropriation for such 
processing tools has been discovered nor does there appear to be any prohibition 
by law of such expenditures. 

As vou know, the subject of the proposed installation of sweating furnaces at 
McClellan Air Force Base and Tinker Air Force Base was before the Senate 
subcommittee of the Committee on Appropriations when hearings were held on 
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H. R. 5969, 88d Congress, Ist session, Department of Defense appropriations for 
1954, and the committee was informed at that time by the Department of the Air 
Force of its intention to proceed with the proposed installations. With such in- 
formation on hand the committee did not, as requested by the scrap industry, 
take steps to eliminate section 622 or to place a prohibition therein to preclude 
expenditures for scrap-processing equipment. Instead, the Senate Committee 
on Appropriations included in its report, Senate Report No. 601 on the bill which 
became the Department of Defense Appropriation Act, 1954, the following 
comment: 

“Section 622. The committee recommends no change in this section. However, 
it is the belief of the committee that the agencies of the Department of Defense 
should exert every possible effort to dispose of scrap and salvage materials 
through scrap and salvage dealers and to avoid going into scrap operations in 
competition with such private business. * * *” 

While the said comment could well serve the Department of Defense as a guide 
in its scrap disposal operations, it does not appear that this Office would be war- 
ranted in construing such expressions of belief as mandatory upon the Depart- 
ment of Defense or as a prohibition to expenditures for scrap processing 
equipment. 

In view of the foregoing, expenditures for sweating furnaces and baling presses 
do not appear to contravene the provisions of section 622, it having been admin- 
istratively determined that such expenditures are necessary in the preparation 
of the scrap for disposal, there not having been found any appropriation making 
more specific provision for such expenditure, and there appearing to be no other 
basis for holding the expenditures unauthorized under the rule above stated. 

Sincerely yours, 
LINDSAY C. WARREN, 
Comptroller General of the United States. 

General McNamara. These moneys that are asked for, as you know, 
are moneys that go right back into activity in the form of action of 
disposing of the things obsolete and obsolescent and things that have 
to be demilitarized. 

It would, I believe, be a penalty on the part of the Army to lose this 
right. 


SALE OF SCRAP 


Mr. Gartock. If you did not have this right, could you prepare the 
scrap for sale? 

General McNamara. No. Scrap for sale in this particular set of 
moneys is scrap that comes from things that must be demilitarized, 
such as tanks, such as radar equipment, things that you may not sell 
as an end item. 

In other words, you have to be exceptionally careful on those par- 
ticular tons that there will be nothing in there but scrap. 

Senator Frercvson. It is not like an automobile that you can scrap 
without touching ? 

General McNamara. No, sir; this has to be touched. Your point 
is well taken. It has to be touched so that the buyer will not have 
it as the original item. 

Senator Frereuson. For security reasons so that they would not end 
up in some other country ¢ 

General McNamara. Yes, and on the ammunition safety factors. 
You could not permit the movement of this unsafe ammunition from 
one place to the other. 

Senator Frreuson. These objections come to other jobs. In the 
Navy for instance, and the Marine? 

Mr. Gariock. I am not sure that they differentiate in addressing 
themselves to this section. It is true they include the sweating and 
the aluminum process which is also part—— 
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HEARINGS BEFORE SMALL BUSINESS COMMITTEE 


Senator Frercuson. In the Small Business Committee I held some 
hearings on this same thing last year. Is there a determined effort in 
the service to not take over so-called private industry where p a 
on this sweating job and so forth as far as the Air and the Navy is 
concerned, to allow the scrap-iron dealers and so forth to do this work ? 

Mr. Garvock. I think it is fair to say that the Department’s position 
is that we are not interested in getting into those business activities, 

However, in your normal day-to- da ay operation you have to dispose 
of wastepaper and other scrap and if shoving it into a baler is the 
best way to get rid of it for your own normal operation, the same as 
any private outfit would do, we ought to have that right. 

We should not have to handle it all in bulk if reasonable operation 
would provide for the baling of it. 

Senator Fercuson. Are they objecting to something like that? 

Mr. Gartock. It is my understanding they are objecting to our 
baling or making any preparation for sale in a manner which would 
get a more satisfactory price. 

(Discussion off the record.) 

Senator Ferguson. You have had conversations with these various 
people that are objecting to private industry being taken over by the 
services; is that correct ? 


STUDY OF OPERATIONS TO BE DISCONTINUED 


STATEMENT OF MAJ. CARL 0. SULLINGER, DEPARTMENT OF THE 
ARMY 


Major Suntuincer. That is correct. 

Senator Frereuson. Will you tell us what the military has done in 
relation to their objection ¢ 

Major Sutuincer. As a result the Army has made a study of each 
operation to determine what operations could be discontinued. 

Senator Fercuson. Have you discontinued any ? 

Major Suttincer. Yes, sir. 

Senator Frercuson. Could you give us a list for the record later 
to be inserted ? 

Major Sutzincer. Yes. General McNamara pointed out the 11 
activities that have been discontinued by the Department of the 
Army. 

Senator Fereuson. Will you put those in the record ? 

(The document referred to follows:) 
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Department of the Army ferrous metal scrap processing, operations wh ich have been 
discontinued (or will be discontinued) 





oo oo Equipment 
> J oe 0 
Installation and post-office address : available for 


to be dis- disposition 
continued) 





The Infantry Center, Fort Benning, Ga ‘ Jan. 15,1954 | 1 press 
Pueblo Ordnance Depot, Pueblo, Colo | Jan. 8, 1954 | Do. 
Jeffersonville Quartermaster Depot, Jeffersonville, Ind_~.-- Jan, 11, 1954 | Do. 
Tooele Ordnance Depot, Tooele, Utah Jan. 31, 1954 1 baler 
Benecia Arsenal, Benecia, Calif do Do. 
Mount Rainier Ordnance Depot, Tacoma, Wash Jan. 18, 1954 | 1 press 
° ‘ D 
Ogden Arsenal, Ogden, Utah Mar. 31, 195 53 ms =~ 
, aT ress 
Utah General Depot, Ogden, Utah_-___-. ; Jan. 31,1954 f aa 
Umatilla Ordnance Depot, Ordnance, Oreg Oct. 29,1953 |f1 press. 
Ft. Belvoir, Fort Belvoir, Va “ Jan, 8, 1954 |\1 baler. 
Watervliet Arsenal, Watervliet, N. Y_.. : ‘ Jan. 4, 1954 {" ay ve. 


t Noted on Sept. 30, 1953, report as not in use, more economical] to sell as unprepared scrap. 
EFFECT OF FAILURE TO GRANT APPROPRIATION 


Senator Frrcuson. Suppose we did this, what would be the effect 
of a provision like that, first, that we do not give you any $40 million, 
then you have expressed what will happen ? 

General McNamara. The taxpayer would lose. This is a means by 
which you hang a carrot in front of a horse. It is an incentive; a 
plan where you get these things demilitarized and use the money you 
get from the other sales to do it. 

Back from these sales you get money. It isa revolving fund. You 
are able to plot your demilitariaztion by the sum of money the Con- 
gress allots. 

Senator Fercuson. You could not do that job if you did not get 
this appropriation ¢ 

General McNamara. That is right. 

Senator Frercuson. Suppose we put a provision in either the law 
or in the report that you cannot use any of this money to buy balers, 
for instance, and sweaters. 

General McNamara. Balers and sweaters do not apply to the 
Army’s $25 million. 

Senator Frrcuson. It would not affect you ? 

General McNamara. It would not affect the Army. 

Senator Fercuson. What would it do with the Air Force? 

General McNamara. I don’t know. 


STATEMENT OF A. T. BISHOP, OF DIRECTORATE OF SUPPLY AND 
SERVICES, DEPARTMENT OF THE AIR FORCE 


BAILING EQUIPMENT AND SWEATERS 


Mr. Bisuor. We are not buying any baling equipment, sir. 

Senator Fercuson. Are you buying any sweaters? 

Mr. Bisnop. We are not undertaking the construction of any more 
sweaters until the survey is completed. 

With respect to the sweaters at McClellan Air Force Base in Cali- 
fornia and Oklahoma City, they have been completed. 
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Senator Frerevson. All right, you could come back then. If we 
put this in the report then you could come back with your report, 
so-called survey you are making, and then we could determine in 
1956 what you could do. 

Mr. Bisnor. With respect to construction of sweaters, yes. 

Senator Frrcuson. I am trying to see whether or not a few days 
after we get through with this bill they will get a report and go 
ahead and buy sweaters and balers. 

Mr. Gariock. Senator, let me make it clear on the record and put 
something like this in the report, we will not go ahead without further 
discussion. 

Senator Fercuson. Suppose we put it in and you have an under- 
standing that you come back to the House Appropriations and Senate 
Appropriations, we put it in the report that you come back with this 
report you are going to make. 

(Discussion off the record.) 

Mr. Gar.ockx. The Navy and Air Force had better add that the 
sweating is part of their demilitarization process. 

Senator Fercvson. You can submit a statement for the record. 

Navy and Air Force will submit statements. 

(The information referred to follows :) 


DEPARTMENT OF THE NAvy 


STATEMENT CONCERNING ALUMINUM SWEATING OPERATIONS 


Aluminum sweating offers these advantages to the Navy: 


1. It insures total demilitarization of combat-type airframes and components. 
2. It alleviates the problem of storage of bulky scrap. 

3. It requires less personnel for handling and disposal. 

4. It conserves transportation facilities. 

5. It provides a wider market for the sale of scrap. 

6. Cost studies to date indicate savings to the Government as compared to 


bulk sale of aluminum scrap. The Department of Defense, by instruction 4100.16 
of March 8, 1954, has directed a restudy of the costs of aluminum sweating. 
Pending the results of this resurvey, current operations are continuing but no 
additional equipment is being procured. 


STATEMENT OF THE DEPARTMENT OF THE AIR FORCE 


ALUMINUM SWEATING OPERATIONS 


The Air Force each vear generates large quantities of aluminum scrap—prin- 
cipally aircraft—for disposition. Such materials must be prepared for sale in 
order to reduce them to a form in which they can be handled and transported. 
Under the policy established by the Department of Defense, material defined by 
Presidential proclamation as arms, ammunition, and implements of war, must 
be mutilated or completely demilitarized prior to any disposal, to render such 
property ineffectual for future military use, and to preclude the possibility of 
reconditioning as usable or salable implements of war. 

In previous years, such material was prepared for disposal through a process 
of cutting, breaking, or crushing, at the cost of some 2 cents per pound. Even 
after such preparation, the resulting scrap was necessarily bulky, hard to 
handle, and expensive to transport, and brought on disposal only a small return 
to the Government. 

Following World War II, the technique of reducing bulk aluminum scrap to 
ingot form by me!ting it down in sweating furnaces was adapted to the recovery 
of aluminum from surplus aircraft. Air Force disposal officers began to experi- 
ment with this technique through small seale, homemade furnaces at scattered 
installations in 1951. Studies of the results of these operations, and similar 
operations conducted by the Navy, led the Air Force to conclude that the installa- 
tion of modern aluminum sweating furnaces at two bases which historically had 
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zenerated large quantities of aluminum scrap would bring about a greatly 
increased efficiency in disposal operations and at the same time greatly increase 
the Government’s net return from scrap aluminum sales. Accordingly, the 
Air Force, during 1953, erected furnaces at Tinker and McClellan Air Force Bases 
and commenced operation in the fall of the year. 

The results of these operations have fully confirmed the advantages which 
had been foreseen by the Air Force. The furnaces are of such size that large 
airframe segments can be fed into them with a minimum of preparation. The 
sweating itself is inexpensive and brings about complete demilitarization, while 
reducing the scrap to ingots which are salable at considerably higher prices 
than bulk scrap, and which can be handled and transported much more economi- 
cally and efficiently. The cost of the entire sweating process, including prepara 
tion, is running below the cost of scrap preparation by former methods, and 
the selling prices per pound in ingot form are averaging double the selling prices 
per pound in bulk form. The increased return to the Government as a result 
of the operation of the Tinker and McClellan furnaces from September 16, 1953, 
and August 11, 1953, respectively, to the end of April 1954, has averaged nearly 
6 cents per pound of ingot sold, for a total estimated saving of over $170,000. 
This exceeds by several times the combined cost of the furnaces. 

In addition to these direct monetary savings to the Government, there have 
been realized many intangible advantages flowing from integration of the 
sweating operation into the overall disposal program of the bases which cannot 
be measured in dollars and cents but which have contributed importantly to 
the efficiency of the disposal programs of the bases concerned. 

The Air Force has continued to conduct small-scale sweating operations at 
three other locations. Like the modern furnaces at Tinker and McClellan Air 
Force Bases, the operation of these furnaces is subject to the provisions of the 
Department of Defense program for review of commercial and industrial type 
facilities. Aluminum scrap generated at other than these five locations, repre- 
senting the greatest part of that generated by the Air Force, continues to be 
disposed of by former methods, 


Senator Frerauson. Now, we have section 717, commissary stores. 
Section 717 


STATEMENT OF HON. H. LEE WHITE, ASSISTANT SECRETARY OF 
THE AIR FORCE, DEPARTMENT OF THE AIR FORCE 


COMMISSARY STORES 


Senator Ferguson. Will you go ahead please, Mr. White ? 

Mr. Wuire. The only thing I wanted to say about 717-—— 

Senator Frereuson. As I understand the language we put in did not 
mean anything. 

Mr. Wurre. Actually what happened was that it meant something 
in that we had a survey on all our commissaries. My recollection is 
that the net result, 6 commissaries were closed, 3 of them because the 
stations were deactivated and 3 because of the criteria put on them. 

We know now that the criteria established by the Secretary was on 
the basis of distance and basis of cost, that commissaries which were 
left open do meet a rigid criteria. 


PROPOSED AMENDMENT 


Senator Frereuson. You say under the proposed amendment. 


The Army and Air Force will return to operation under the law in effect prior 
to the enactment of this provision provides as follows: 

Hereafter all sales of subsistence supplies to officers and enlisted members 
shall be made at cost price only; and the cost price of each article shall be un 
derstood, in all cases of such sales, to be at invoice price of the last lot of that 
article received by the officer making the sale prior to the first day of the money 
in which the sale is made. 
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That is the act of July 5, 1884, 10 United States Code, 1238. 
SALES PRICES PRESCRIBED 


Now, the Department of the Navy will effect sales in the commissary 
stores at standard prices prescribed under the stock fund regulations 
of the Department of Defense which prices include : 

(a) The current market and production cost of the item at the time 
the price is established ; 

(6) The transportation cost for the item from the contractor to the 
first point of destination with the stock-fund supply system, and 

(c) A surcharge to compensate the stock fund for all foreseable net 
losses, and authoritative expenses relating to such item. 

Mr. Wuire. That is right. 

Senator Frrauson. Now you say the Navy will pay some overhead, 
Army and Air Force will not if we take this language out; is that 
right? 

Mr. Wurtre. That is true. 

Senator Frrcuson. Why should you not all be on the same basis? 

Mr. Wuarre. That is a difficult one to answer. 

Mr. Garitock. There are two ways to be on the same basis. One is 
to extend that provision—— 

Senator Frreuson. Then the Government loses money if the Navy 
comes back to your system. 

Mr. Wurre. It is true that that Government would lose money. 
What we started out for was that the surcharge we had to put in we 
put in on the basis of 5 percent cost. 

During the year we found oe 5 percent cost was too high and we 

came down just recently to 314 percent. 

I look at it this way: It is a question as to whether or not when this 
provision was put in, whether it was in effect a reduction in pay of 
the military services. It is true that the taxpayer would pay the cost 
of 3% percent, but before this was put in you must remember that 
nobody in the Air Force or the Army paid this 31% percent. 


FRINGE BENEFITS 


I recall I came out of the service after the last war and when people 
were asking me to stay in military service, to keep my commission and 
stay on active duty, they put down my pay and then they added my 
hospital rights, my doctor’s rights, my commissary rights and all the 
other things and they put a price tag on those and they said, therefore 
your total pay is this much money. 

es when you start chipping away even to the extent of 314 percent, 
that 314 percent is actually a reduction in pay that the military had 
seat 

So if you look at it from a bookkeeping standpoint as to whether 
or not our commissaries should operate as any other stores and that is, 
include overhead costs in the price they sell— 


LACK OF INCENTIVE FOR ECONOMICAL OPERATION 
Senator Fercuson. You see here, the public has felt that that is true, 


that it was not costing them. There is no incentive for the military 
to operate these things economically. 
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These restaurants have shown that. If you gentlemen had been pay- 
ing for these meals there is no doubt that you would have done what is 
being done in this service. 

The same thing is true on these commissaries. It is the services that 
are not paying for the overhead. 

What is the difference as to what they cost to run. 

Mr. Wurrr. There is no question what you say is true. 

Senator Frereuson. If you are going to pay 314 percent, you are 
going to have efficiency in there. 

Mr. Wuire. That is true. If you turn it around from the 975,000 
men that are in the Air Foree—— 

Senator Frreuson. I know and I am sympathetic to this idea of 
the fringe benefits. The President is interested in it, but he is also 
interested in the efficiency and cost. 

How are we going to get it? 

Mr. Wurrr. The thing that bothers me about it is the fact it is 
true, there is no question that we have not been completely efficient. 
We have not been as efficient as industr y. I think we are coming along 
now and doing a better job. 

That does not mean that any of the services are as yet 100 percent 
perfect but they are doing well, taking into account t the problems they 
have. 


CIVILIAN CONTROL ADVOCATED 


Senator Frreuson. I hope you take this back to the Pentagon, I 
hope that we get some of these kind of services out of military and put 
them purely in control of civilians in the Department of Defense. 

This is not a criticism of the military for their job. They have a 
job to do. It is a job of security and fighting, that is their job. 

These commissaries are a business proposition. Yes, they touch on 
some of the transporting them to this meal and that, but I still think 
it is much more of a business proposition than fighting. 

I think it ought to be under the control of the civilian end of the 
military. 

Mr. Wuire. There is no question that we have to do more, but the 
thing that bothers me about all these fringe benefits, household fur- 
niture, commissaries, and everything else, is that when we put the 
dollar limit, or we put restrictions like this on it to enforce effi slency 
at the higher levels, the net result is that the lower levels pay for it. 
They have nothing to say about the efficiency of the operation. 

You see, it is their pay that is being reduced. 


CONTROL OF FURNITURE SHIPMENTS 


Senator Frereuson. Yes, but I have had men come in and tell me 
how this furniture situation is operating. They go abroad. In the 
Carribean they were sending all kinds of things home, er ating them 
in heavy crates and no attention was being paid at all. 

Mr. Wurre. There is no question but the people at the top should 
correct this. It is the failure of the people in my job which results in 
the fellow down below paying the additional cost. 


44991—_54———-48 
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Senator Frrcuson. You see the board of directors, which is the 
Congress, gets the point there is only one way you can speak, “Thou 
shalt not.” 

We put a limitation on weight to try to control it because we have 
no other way. We cannot manage. We are out of the managerial 
class because we cannot manage. 

Arbitrarily cutting down and saying you shall ship only so umany 
points I know is wrong, but how can we do it any other way? We 
tried even here to say, to give you a criteria and say “close these,” if 
you violate this. 

Mr. Wuire. The closing end of it, I don’t think the clause you put 
in last year in closing the commissaries actually did any harm to the 
military services because as a net result only three were closed. 

I think it did hurt morale for a while because the people in the 
field did not understand it. 

You see, when the thing first came out it was the House provision 
which cut out certain people unles sthey were military people from 
buying there, which applied to widows and it got the people in the 
field all upset. 

Then when this clause came out nobody knew how reasonable dis- 
tance and reasonable cost were going to be construed and morale got 
disturbed because they thought a lot of commissaries were going to be 
closed. 

I admit the net result of three commissaries closing did not hurt the 
Military Establishment. 

The question of the 314 percent, it depends. If a man spends $2,000 
a year on food, he buys in the commissaries, that means he is paying 
65 or 70 dollars extra, which is really a reduction in his pay. 

Senator Fercuson. Yes, but if you do not do that it is an increase 
in his pay. 

Mr. Wurre. He had it before. 

Senator Frereuson. It is at least part of his pay. 

Mr. Wurte. Yes. 


VALUE OF FRINGE BENEFITS 


Senator Ferevson. Have you figured what these various fringe 
benefits are worth? 

Mr. Wuire. We have not figured them recently. I know when I 
left the services in 1946 at that time they had a figure on it. 

Senator Frrevson. We have had some testimony on it. I wish 
somebody would give it some attention and let us see what it does 
amount to. Then maybe we can measure what part of it is waste and 
what part—we can still give the same benefits to the men and still 
have the taxpayer feel that he is not paying the whole thing. 

I think maybe we can work it out along that line, give him the 
same benefit, put a little efficiency in and still let them have it. 


CLOSING OF COMMISSARY STORES 


Senator Frreuson. Isn’t it true that the apprehension on the part of 
service personnel regarding the closing of commissary stores ended 
when the stores were certified, after the survey was completed? Do 
you believe that service personnel disapprove the language—knowing 





DEPARTMENT OF DEFENSE APPROPRIATIONS 1955 


that only 6 commissaries were closed—of which 3 were closed when 
the installations were deactivated, due to excessive operating costs and 
one because it did not meet the standards? 

Mr. Wurre. When the existing commissary stores were certified for 
continuation by the Secretary of Defense, military personnel were re- 
lieved to know that the mare portion of commissary stores would be 
continued for at least a ye However, these personnel have no firm 
assurance that such fac ‘ities would continue to be available to them 
since it may be assumed by them that similar language would be in- 
cluded in succeeding defense appropriation acts and there is no as- 
surance that any particular one of these stores can continue to meet the 
prescribed criteria, 

It is true that only a relatively small number of commissary stores 
of the Department of Defense were closed as a result of this provision. 
However, the effect of the language is to raise the cost of living to mili- 
tary personnel and create uncertainties which continue to cause con- 
cern among military personnel with respect to this traditional military 
privilege. 

LANGUAGE PROVISIONS 


Senator Frrauson. What is so wrong with the present ner 
Has it taken away commissaries where such action would cause 
hardship? 

Mr. Wuite. The present language provides that sufficient revenue 
be generated from the sale of subsistence to effect rermbursement for 
certain specific operating cost incurred in the operation of commissary 
stores. This language is contrary to the act of July 5, 1884, applicable 


to the Army and the Air Force, which provides that sales of sub- 
sistence shall be made at cost price only. Also the provisions of this 
section make it mandatory that the Secretary of Defense insure the 
validity of his position in the certification of these stores for continued 
operation. In order that the Secretary’s position in this case is valid, 
it is necessary that all military commissaries be surveyed each year in 
accordance with strict criteria before certification is eranted for con- 
tinued operation. Preparation of the individual surveys and attendant 
review by all of the persons connected therewith in the chain of com- 
mand through the Secretaries of the military departments and finally 
to the Secretary of Defense require the expenditure of many man- 
hours and a large amount of funds which could be used for other 
purposes. The present language is also another encroachment on the 
compensatory benefits available to military personnel. This language 
results in additional cost to authorized patrons of these stores through 
a markup or a surcharge. The present language of section 624 has 
not as yet created a hardship in the disestablishment of commissaries. 


PARTICIPATION OF PRIVATE ENTERPRISE 


Senator Frereuson. What effort was made to determine how far 
private enterprise could go toward satisfactory quality and quantity 
and reasonable price to service military and civilian employees of the 
Department of Defense? 

Mr. Wuirer. All commissary stores in the continental limits of the 
United States were surveyed late in 1953 in accordance with the cri- 
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teria prescribed by the Secretary of Defense. In order to obtain a 
uniform, accurate, and unbiased survey report, teams conducted these 
surveys. In each instance the elements of reasonable distance, satis- 
factory quality and quantity, and reasonable price of private enter- 
prise were considered as the determining factors in the continuation or 
disestablishment of commissary stores. At least two commercial 
stores, where available, were considered in each survey. No com- 
missary stores were certified for continuance where adequate com- 
mercial stores were conveniently available and selling at reasonable 
prices. However, 38 commissary stores are under continuing surveil- 
lance by the Department of Defense. 

Senator Fereuson. Two commissaries were closed because of exces- 
sive operating costs and one was closed because it failed to meet the 
eriteria set by the Secretary of Defense. Now, do you really think 
those three would have been closed if we hadn’t put this language in 
the bill last year? Certainly those commissaries should be closed. 

Mr. Wuire. The two commissaries closed because of excessive op- 
erating costs were Army commissaries. The Navy commissary located 
at the Naval Receiving Station, Brooklyn, N. Y., was closed on Jan- 
uary 1, 1954, because it did not meet the criteria prescribed by the 
Secretary of Defense. These commissaries were under close serutiny 
by the services concerned since they were operating on the borderline 
of meeting with the armed services commissary store regulations. 


APPEAL FROM HOUSE ACTION 


GENERAL PROVISIONS 
Section 717—CoMMISSARY STORES 
(House hearings, DOD p. 481) 
The Department of Defense requests the following amendment : 
PROPOSED AMENDMENT 


Page 39, line 6, delete the following: 

“Sec. 717. No appropriation contained in this Act shall be available in connection 
with the operation of commissary stores of the agencies of the Department of 
Defense for the cost of purchase (including commercial transportation in the 
United States to the place of sale but excluding all transportation outside the 
United States) and maintenance of operating equipment and supplies, and for the 
actual or estimated cost of utilities as may be furnished by the Government and 
of shrinkage, spoilage, and pilferage of merchandise under the control of such 
commissary stores, except as authorized under regulations promulgated by the 
Secretaries of the military departments concerned, with the approval of the 
Secretary of Defense, which regulations shall provide for reimbursement therefor 
to the appropriations concerned and, notwithstanding any other provision of 
law, shall provide for the adjustment of the sales prices in such commissary 
stores to the extent necessary to furnish sufficient gross revenue from sales of 
commissary stores to make such reimbursement: Provided, That under such 
regulations as may be issued pursuant to this section all utilities may be fur- 
nished without cost to the commissary stores outside the continental United 
States and in Alaska: Provided further, That no appropriation contained in this 
Act shall be available in connection with the operation of commissary stores 
within the continental United States unless the Secretary of Defense has certified 
that items normally procured from commissary stores are not otherwise available 
at a reasonable distance and a reasonable price in satisfactory quality and 
quantity to_the military and civilian employees of the Department of Defence.” 
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EFFECT OF PROPOSED AMENDMENT 


The Army and the Air Force will return to operation under the law in effect 
prior to the enactment of this provision which provides as follows: 

“Hereafter all sales of subsistence supplies to officers and enlisted members 
shall be made at cost price only; and the cost price of each article shall be 
understood, in all cases of such sales, to be at invoice price of the last lot of that 
article received by the officer making the sale prior to the first day of the month 
in which the sale is made. * * * (Act of July 5, 1884; 10 U. 8. CG, 12388).” 

The Department of the Navy will effect sales in the commissary stores at 
standard prices prescribed under the stock fund regulations of the Department 
of Defense which prices include (a) the current market and production cost of 
the item at the time the price is established, (0) the transportation cost for the 
item from the contractor to the first point of destination with the stock fund 
supply system and (c) a surcharge to compensate the stock fund for all fore- 
seeable net losses, and authorized expenses relating to such item. 


HOUSE COMMITTEE REPORT 


“Section 717, relating to operation of commissaries, is retained in substantially 
the same form as carried in the 1954 act. Testimony on this subject would 
indicate no hardship resulting from the current restriction on the operation of 
commissaries. During the fiscal year only 6 commissaries were closed, 3 because 
of deactivation of the base, 2 because of excessive operating costs, and 1 because 
of failure to meet the criteria established by the Secretary of Defense. The 
last proviso of the section is deleted since it is permanent by its terms.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


This section contains the provisions carried over from section 624 of Public 
Law 179, 88d Congress, except that the date for compliance therewith had been 
deleted. Section 624 contained the date, December 31, 1954. 

As a result of Public Law 179 the Secretary of Defense established strict 
criteria for continuance and conducted exhaustive surveys of the commissary 
stores in the continental limits of the United States. These surveys included 
in their criteria (a) the price differential on selected items available in com- 
missary stores and privately owned facilities and (0) the availability, capacity, 
and convenience of privately owned stores. At the conclusion of this survey 
six commissary stores were closed. A close surveillance is continuing on alk 
commissary stores, particularly 38 located in metropolitan areas, to insure that 
they continue to meet the established criteria. 

As of April 1, 1954, there were 211 military commissary stores in operation 
in the continental limits of the United States. These were operated by the 
services as follows: Army 71; Navy and Marine Corps 47; and Air Force 98. 

The authority to purchase below commercial prices at commissary stores is a 
long-established recognized privilege of Armed Forces personnel. This and sim- 
ilar compensatory benefits traditionally have been considered by the Congress in 
the establishment of military pay. The loss or abridgment of such benefits con- 
tribute to the loss of attractiveness of a military career. ‘To eliminate or re- 
duce commissary stores is to benefit a few at the expense of the many. 

The Department of Defense recommends that this section 717 be eliminated 
as it is believed that present command and administrative authorities are suffi- 
cient for the handling of this matter. 


HOUSE HEARINGS 


Mr. WiceLeswortH. The section formerly numbered 624, deals with the oper- 
ation of commissary stores. It is submitted with the recommendation that it be 
deleted; the final proviso, as | understand it, because it has become permanent 
law; and the balance of it as I understand it, for other reasons, I assume some- 
one has a statement in this connection, 

Mr. GARLocK. Mr. White will speak to that, Mr. Chairman. 

Mr. Wuite. This section contained a provision carried over from the preceding 
year’s bill which resulted in the application of surcharge to the cost of goods sold 
in commissary stores to cover cost of purchase and maintenance of operatin 
equipment and supplies, utilities furnished by the Government, spoilage, ool 
pilferage. It also required that the Secretary of Defense make certification as to 
eligibility for continued operation of these stores after December 31, 1953, and in 
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addition, authorized the operation of similar type stores on military installations 
by civilian concerns. 

As a result of section 624 the Secretary of Defense established strict criteria 
for continuance and conducted exhaustive surveys of the commissary stores in 
the continental limits.of the United States. These surveys included in their 
criteria 

(a) The price differential on selected items available in commissary stores and 
privately owned facilities, and 

(vb) The availability, capacity, and convenience of privately owned stores. 

At the conclusion of this survey six commissary stores were closed. It was 
concluded that there was no justification for the closing of the other stores. 
However, a close surveillance is continuing on 38 other commissary stores to 
insure that they continue to meet the established criteria. 

The ability to purchase at commissary stores below commercial prices is a 
long-established recognized privilege of Armed Forces personnel. This and 
similar compensatory benefits traditionally have been considered by the Con- 
gress in the establishment of military pay. The loss or abridgement of such 
benefits contribute to the loss of attractiveness of a military career. To elimi- 
nate or reduce commissary stores is to benefit a few at the expense of the many. 

The Department of Defense proposes that this section be eliminated as it is 
believed that present command and administrative authorities are sufficient for 
the handling of this matter. 

Mr. SHEPPARD. Did you quote the President in your statement as you quoted 
him here in the breakdown provided? 

Mr. Wire. I have not, but I would be very happy to. That has been quoted, 
I think, many times before this committee in the hearings, at various times, on 
the attractiveness of the career. 


COMMISSARIES CLOSED 


Mr. Sikes. May I ask, Mr. Chairman, where are the six commissaries that are 
being closed? 

Mr. Mirier. And for what service. 

Mr. Sikes. And the branch of the service. 

Mr. Wuire. I do not have the answer to that, Congressman. 

General Carrer. There is the Erie Ordnance Depot at Lacarne, Ohio; the 
United States Disciplinary Barracks at Lompoc, Calif.; Camp Roberts in Cali- 
fornia, Camp San Luis Obispo in California; Camp Breckinridge in Kentucky ; 
and the Navy closed the Naval Receiving Station Commissary, at Brooklyn, N. Y. 
The Air Force closed none. 

Mr. Sikes. How many of those six were closed because of the deactivation of 
the base? 

General Carter. Three, sir. 

Mr. Stxes. What three were closed for other reasons? 

General Carter. The Erie Ordnance Depot, Lacarne, Ohio; the United States 
Disciplinary Barracks at Lompoc, Calif.—which were closed as a result of a 
survey which showed excessive operating cost—and the naval receiving station, 
Brooklyn, N. Y., which was closed due to failure to meet the criteria established. 

Mr. Sixes. Actually, the result of this language has been the closing of three 
commissaries? 

General Carrer. That is right. 

Mr. Miter. Is it not a fact that the sales commissary is being opened at 
Erie? You might say that one of them is only going to be about half closed. 

General Carter. No, sir; the sales commissary is definitely closed at Erie. 
Hlowever, there is an issue commissary being opened there, because of the anti- 
aircraft unit being sent there. 

Mr. Micier. Clothing will be available but not food: is that the idea? 

General CARTER. No, sir. An issue commissary issues subsistence to the troops. 
That is food. It has nothing to do with clothing. 

Mr. MILiter. Put that will be opened at Erie? 

General Carter. Yes, sir. It will not sell, however, to anyone. It is purely 
for issues to troops. 

Mr. Forp. Could you tell us how many commissaries there are in operation 
after these deductions have been mae? 

General CARTER. I have those figures for the Army. I do not have them for 
the Air Force, sir. However, they can be supplied for the record. 

(The information is as follows:) 
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“Army 71; Navy and Marine Corps, 47; Air Force 98; total 221.” 

Mr. Forp. How many are there in the Army? 

General Carrer. The Army was operating a total of 81 commissary stores in 
the. United States July 1, 1953, and will be operating a total of 69 on July 1, 1954. 

The Army is operating and will continue to operate 117 in the overseas areas. 

The Army is opening up 2; 1 at Fort Huachuca, Ariz., just approved by the 
Secretary of Defense: and 1 at the Yuma Test Station, about 20 miles from Yuma, 
Ariz. 

The Army, as you all know, is closing a number of installations, which is the 
reason for the large reduction from 81 to 69. 

Mr. Forpv. Out of the difference between 81 and 69, how many are the net 
result of this provision which was included in the appropriation bill for fiscal 
year 1954? 

General CARTER, Two. 

Mr, Forp. The others, out of the 12 that were closed, were because of closing 
of installations? 

General CARTER. That is correct. 

Mr. WuirTe. I wonder if I could say one thing more? 

| think we have 97 commissaries. When the survey was made—— 

Mr. WIGGLESWoRTH. When you say “We” whom do you mean? 

Mr. Wuitr. The Air Force. I am wearing my other hat. 

When the survey was made I paid particular attention to it. The difference in 
price was our people were going to have to pay for the commodities that they 
used was between 17 percent and 33 percent, for our military people. That is the 
range they would have to pay more if the various commissaries were closed. 

I have a list of them all here, or 93 out of the 97. I just refreshed my recol- 
lection and looked at it again. 

As I say, the lowest one was 17.48 percent cheaper in the commissary, and the 
best one was where the commissary was 33 percent cheaper. 

Also at this time, when the Appropriations Committee of the House put the 
provision in, which was later modified in conference, I also received a great 
many letters from a great many people who were affected by it. I am sure that 
if the committee read all of these letters they would be inclined to go along with 
us on the commissaries. 

I would like to read an extract from one for the record, if I may. 

I think the effect was very strong out in the field. I personally did not realize 
myself how important some of these people considered the use of the commis- 
saries to be, because I had not gone into it before. 

I would like to read an extract from one of them. 

Mr. WiGGLeswortH. Off the record. 

(Discussion off the record.) 

Mr. Wuire. We believe that the language is unnecessary. 

Mr. OstertTAG. Is that the only reason you want to eliminate it, because it is 
unnecessary? It does no harm there, does it? 

Mr. Scrivner. This should be the subject of constant review. Mr. Secretary, 
I have heard a lot about this. I have read a lot of letters, and many of the com- 
plaints have been unjustified. Many complaints have been directed against Con- 
gress about the things that the services themselves could easily correct, if they 
would do so. 

One of the reasons that some of this had to come up was because of the abuse 
of the commissary privileges which the services themselvs did not stop. 

Let me ask you one question: I do not have to go into them. We have dis- 
cussed them before in this committee many, many times. Have these abuses 
been corrected? 

yeneral CarTER. They have been corrected in the Army, sir. 

Mr. ScrivNer. All right. So some of the blame was not properly placed upon 
Congress but should have been laid at the doorstep of the services themselves. 

There must be a great deal of authority existing in the Secretary of Defense 
to regulate many of these things, because I read in the paper just last week where 
the Secretary had made some order relative to what should be considered costs 
in the commissaries, and had changed that. According to the news story it was 
going to result in a decrease in the costs of commodities to the procuring members 
of the service. 

There is one situation which still exists where the services themselves could do 
better and give themselves more of a “fighting edge’ without a loss of a lot of 
these things, with fewer men. Studies show in some cases there is what would 
seem to be a rather heavy use of military personnel in the commissaries doing 
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the jobs which are comparable to clerking or cashiering in a grocery store or chain 
store throughout the country. 

In other words, you are making use of military men who have been given mili- 
tary training, and then they are taken out of the military activity and placed 
into what amounts to a civilian activity in the commissaries. A study was 
recently made of 60 commissary stores, and the figures are very interesting. 
That study shows that the Army, in these 60 stores which were studied, had 74 
military and 286 civilians; the Air Force had 438 military and $14 civilians; the 
Navy had 719 military and no civilians; and the Marine Corps had 17 military 
and 24 civilians. 

So while we are talking about commissaries and some of the things that never 
happened, which a lot of people thought were going to happen, the report you have 
given us shows that the action of Congress did not hurt after all. 


REDUCTION OF SURCHARGES 


Mr. Forp. Mr. Secretary, I apparently noticed the same article that Mr. 
Scrivner mentioned. As I recall the article, it said that the surcharge was being 
reduced from 5 percent to 314 percent. Can you explain that? 

General Carrer. I can explain that, sir. 

We have been collecting under this previous section in the bill the surcharge 
to cover the specific items which were set_up to be paid for. If you would like, 
I can read the list for you. 

Operating supplies ; operating equipment; maintenance of equipment; utilities, 
including heat, light, power, telephone, laundries; transportation supplies; 
shrinkage, wastage, and pilferage. 

Our records have shown over the past several months that we have been col- 
lecting an excess from the patrons above the actual charges for those items. It 
developed that we could reduce the charge, which has been 5 percent, down to 
3% percent within the United States and 3 percent overseas. That has been done 
and is actually effective the 1st of April. 

Mr. Forp. In other words, your overhead is less than you anticipated, and you 
are able to pass on that savings to the consumers? 

General Carter. That is correct, sir. 

Mr. Forp. Does your overhead—those items which you have read—include 
everything except the pay of military personnel and the rental of space? 

General Carrer. Essentially, sir, that is correct. 

Mr. Forp. There is no overhead included for the rental of the space? 

General Carter. However, we do pay for the maintenance of the building; the 
repair and utilities costs. There is no rental charge on the building, and there is 
10 charge for the civilianor military people who are working in the commissary. 

Mr. Mriier. You say you do not charge up the cost of civilian clerks? 

General Carrer. The provision in the law, sir, provides for these items to be 
paid by the patron, and it does not provide for the civilian overhead. That would 
be much more. 

Mr. Sueprarp. What effect do these new, so-called Federal discount houses 
have on your people? In other words, there has been an influx of that type of 
operation throughout the continental United States in the last 18 months or so. 
They are designated as Federal discount houses, wherein the Government and 
military personnel, both civilians and otherwise, employed on military posts 
throughout the country, take out a card and become members of this organization, 
which does not attach a fee of any character, and are permitted to buy at whole- 
sale. Have you heard anything about that and what effect, salutary or other- 
wise, it might have upon the issue we are discussing? 

General CArTer. I know of no such organizations which sell food. I had some 
personal experience with one in this area, which was selling fans, last summer. 
I got the fan that I bought cheaper from a regular store than I could have gotten 
it from the other. 

Mr. SuHepparp. They are in the business of selling food now. 

General Carter. I did not know that, sir. 

Mr. Srrepparp, In fact, they will sell anything from an icebox to groceries. 

General Carter. Usually you will find that the markup before the discount 
takes care of all that. 

Mr. Suepparp. I do believe at this point in the record we should definitely 
show, Mr. Chairman, that the Government within itself is not a participant in 
the so-called Federal discount house operation. It is not any part of the 
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Federal Government in any manner, and is strictly a ‘private operation. I think 
the record should show that. 


EFFECT OF PROVISION 


Mr. OsrertTaG, Mr. Chairman, before we leave this subject, I asked the Secre 
tary a question awhile back and I do not believe it was answered. That was 
as to the effect of this provision in the law. Does it work a hardship[ What is 
its application and effect? There is absolute discretionary power on the part 
of the Secretary of Defense. 

Mr. GarLocK. May I request that that question be addressed to each of the 
services, Congressman? 

Mr. OstreRTAG. Yes, that is perfectly agreeable to me. 

Mr. Garvock, Admiral Clexton, do you have someone to answer that for the 
Navy? They are the people who are concerned, sir. I just think they ought to 
have the opportunity to answer that question directly, rather than to give my 
interpretation of how they might feel about it. 

Mr. OsterRTAG. Does this not apply to all services? 

Mr. Garvock. Yes. 1 was trying to get the people who are most directly con 
cerned with it to answer, because sometimes I am not sure my interpretation 
of how they feel about it would be 100 percent correct. Admiral Clexton? 

Mr. CHERMAK, The answer is that the freedom which you attribute to him on 
making of regulations he does not possess. The standards for charging costs 
are contained in the act. The costs were enumerated by General Carter, and 
those are the costs we had to apply as a result of their enumeration in the act 

If in his discretion he felt that pilferage was high in a certain foreign area, 
he could not eliminate it as a charge, because the act says that he has to put it 
in, even though the pilferage may be beyond the control of the operating people. 

Mr. WIGGLESWorTH. Are there any further questions? 

If not, section 717 is the usual antistrike provision * * *. 


Senator Frreuson. Senator Young has called to my attention a 
letter he has received relating to commissaries and section 717 of this 


bill, which I shall submit for the record at this time, and the hearing 
will be recessed until 3: 30. 
(The letter referred to follows:) 


Rep Ow 1 Stores, INC., 
Hopkins, Minn., May 21, 1954. 
Hon. MILTON R. YOUNG, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Dear MILT: I note that you are on the Senate Appropriations Committee and 
that H. R. 8873, section 717 having to do with commissaries, is being considered 
by your committee—I presume the appropriations therefor are being studied. 

We installed a store in a shopping center at Weaver, 8S. Dak. (near Rapid 
City). We were talked into this location on the basis that the commissary there 
would be closed since our store is a substantial one and furnishes all the items 
necessary for the military and civilian population of the area. Nevertheless, 
the commissary continues to run, and our sales amount to little or nothing and 
the store is operating at a tremendous loss. I know there has been a great 
deal of contention about commissaries all over the country; but in view of the 
prohibition against the operation of commissaries, except upon certification of 
the Secretary of Defense “that items normally procured from commissary stores 
are not otherwise available at a reasonable distance and a reasonable price 
in satisfactory quality and quantity to the military and civilian employees 
of the Department of Defense,” we have felt right along that we should be relieved 
of this competition created by the taxpayers’ money. 

I wrote Senator Thye on the subject quite a while ago, and, knowing you, I 
thought it not out of order to bring it to your attention as wel). There was a 
survey made out there, and, while we never raised the issue, many of our people 
claim the survey did not reveal the true picture on prices and was distorted as 
to what is available for the military and civilian employees. I shall not go into 
that now, but I think you know that our prices and quality are pretty much 
standardized throughout the entire organization, and there is no reason under 
the sun why our store at Weaver should be an exception. 
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I note that Senator Mundt is on the committee as well, and this is a problem 
involving some of his own constituents who own the shopping center and wese 
placed in the position of having to reduce our rent if we were to survive at all. 
They were very cooperative on that matter, but still the store operates at a tre- 
mendous loss only because the commissary is selling at prices that no civilian 
competitor can possibly meet and still stay in business without operating at 
a loss. 


I can understand that the military personnel might be entitled to some ad- 
vantages in view of military service, although I do not know the policy of the 
Defense Department in that connection, but I certainly see no reason why civilians 
should have the benefit of the commissaries and get reduced food prices at 
taxpayers’ expense. 

In any event, I wanted to make this matter known to you, and I should ap- 
preciate it if you would discuss it with Senators Mundt and Thye because unless 
the situation changes we are going to have to close that store one of these days 
with the resulting loss to all concerned. 

With kind regards, I am, 

Sincerely yours, 
Rep Ow. Srores, INc., 
(Signed) Aur, Vice President. 

(Thereupon, at 12 noon the committee recessed, to reconvene at 3: 30 

p. m., same day.) 


AFTER RECESS 
Secrion 729 


Senator Frercuson. The committee will be in order. 

The next item is section 729, the foreign station allowance. 

Mr. Gartock. We testified at length on that, and we have nothing 
further to add on that. 


THE FALLBROOK CASE 
Secrion 734 


STATEMENT OF REAR ADM. IRA H. NUNN 
LEGAL SITUATION 


How is the lawsuit coming that is prohibited ? 

Admiral Nunn. We have a judgment from the Federal district 
court which is being appealed now to the United States Court of 
Appeals for the Ninth Circuit. 

Senator Frercvson, Who is representing them? 

Admiral Nunn. A gratuitous attorney in San Francisco is handling 
the appeal for the Government. We have no one in the action which 
is pending in the district court. 

Senator Frrevson. How much time is he spending over in the De- 
partment on it? 

Admiral Nunn. Not any, and none in the Department of Justice, 
sir. 

The attorney in San Francisco is writing the brief. The appellant’s 
opening brief is in and the Government’s is due on the 13th of June. 
He is writing it out there. 

Senator Fercuson. There is really nothing to do unless we try to 
restrain a volunteer lawyer that wants to act as amicus curiae in the 
prosecution of a defense of a lawsuit; is that right? 

Admiral Nunn. Our prayer here is that the restriction be removed, 
sir, so that 

Senator Fercuson. To let you put your lawyers to work on it? 
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Admiral Nunn. We have the action in the district court, too, you 
see. This lawsuit was divided and action in the district court was had 
against two of the defendants, and the Government had judgment in 
that action, that is the one that is being appealed to the ninth circuit. 

Now, there remains the trial of the Fallbrook Public Utility District 
in the district court which action is now set for November 9. We 
have no means of proceeding with that. We have no gratuitous coun- 
sel in that case. 

Senator Frreuson. Will you give on the record why you want to 
go ahead? What is your line of reasoning so that the committee will 
have an idea as to why you want to take this restriction off? Do you 
want to file a statement ? 

Admiral Nunn. I would like to file a statement. But I would like 
to speak to it also, if I may, sir. 

Mr. Chairman, I don’t know how much you know of the background 
of this case. Some knowledge of the background is necessary, I 
believe. 

Senator Frereuson. Are you familiar with the legislation which 
will probably be taken up Friday ? 

Admiral Nunn. Yes, sir. 

Senator Fercuson. What does it do? 

Admiral Nunn. Well, that legislation, sir, authorizes the construc- 
tion of a dam on the Santa Margarita River in southern California, 
and the impounding of waters behind that dam, and the allocation of 
the impounded waters in the ratio of 60 percent to the Government 
and 40 percent to the Fallbrook Public Utility District. 

Senator Fercuson. Is that satisfactory to you? 

Admiral Nunn. No, sir; I haven’t finished yet, sir. 

That is the general theory of the bill. 

Now, the interests of the Government are safeguarded, we believe, 
in that bill, the Senate version, the one reported to the Senate and 
now on the Senate Calendar, by three provisions. 


DETERMINATION OF RIGHTS 


One is that the construction of a dam at all is contingent upon a 
finding by the Secretary of the Interior that there is 20,000 acre-feet 
of surplus water available at the dam site, taking into account the 
exercise of existing rights or probable exercise of existing water 
rights at that point including those of the Government, sir, and 
spec ifying and naming those rights of the Government, and taking 
into account, too, the hydrology of the stream at that point. That is 
one thing. That would require a determination of rights before the 
dam can be built. 

Secondly, the Government is protected by providing that the De- 
partment of Defense will not pay anything for this dam until and 
unless it is completed and the Government makes use of the facilities. 

The theory behind that is that the Government, if its rights are 
adjudicated, has enough water there so as not to require the expendi- 
ture of Government funds to construct that dam. 

Third, the Government’s rights are protected by a provision in the 
bill which says that there is no relinquishment of Government rights 
to be assumed from the enactment of the bill, and, most importantly 
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of all, that in the preservation of the Government’s rights, the Govern- 
ment’s water, whatever it may be, shall be free to flow freely past that 
dam, the reason being that under California Jaw you cannot impound 
riparian water and much of the Government’s water rights out there 
are riparian in character. 

If impounded we would lose them. 


SENATE BILL 


Now, sir, we feel in the executive branch that that bill protects the 
interests of the United States. We cannot be sure, of course, as you 
will realize, that even if the Senate passes that version the conferees 
will come out with a satisfactory bill. The House has passed a bill 
which is unsatisfactory to the Department of Defense, and the Justice 
Department. 

So if the Senate bill is passed, it will be necessary to adjudicate those 
rights before any action could be taken pursuant to the Senate version 
of the bill. 

Senator Fercuson. Then the lawsuit ought to go ahead if the Senate 
bill passes ? 

Admiral Nunn. It should go ahead anyhow. 

Senator Frrevson. At least if the Senate bill passes ? 

Admiral Nunn. Yes, but you see throughout this whole thing, the 
Government of the United States is unable comfortably to protect it- 
self or to have recourse to the courts. We have suffered with that for 
several years. 

Senator Frreuson. This case is pending in the circuit court of 


appeals ? 
Admiral Nunn. And in the district court. 
Senator Frrevson. And one in the district court ? 
Admiral Nunn. That is right, sir. 
Senator Fercuson. Who is plaintiff in both of those cases? 


COUNTERCLAIM FILED 


Admiral Nunn. The United States is plaintiff, except that there 
has been a counterclaim filed, sir, so that the United States is both 
defendant and plaintiff, and also the judge in the district court has in 
a part of his opinion said that the judgment shall be interse so each 
parcel of rights in the river will be adjudicated against all other par- 
cels of rights in the river. 

Senator, we acquired this land in 1942, and acquired the rights of 
our predecessors in interest, and the Government built there the larg- 
est Marine Corps base west of the Mississippi River. It is the major 
Marine Corps base on the Pacific coast. And we also built there a 
naval hospital and naval ammunition depot. 

The total cost to the taxpayer was $130 million, that is the Gov- 
ernment’s investment in that river valley. Tt was not until 1946 that 
claimants of surplus water, claims by appropriators, commenced 
taking water from the stream and commenced claiming a right to do 
so under permits issued by the State of California. 

The Government was damaged by the diversions from the stream 
by the appropriator, Fallbrook, and our wells nearest the sea com- 
menced to go salt, by salt-water intrusion. 
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Now the wells at the upper end of our holdings began to go dry. 
The ammunition depot is the furtherest inland of our holdings, and its 
wells and its water table started todrop. The wells there have at times 
gone dry. 

Thus we have had a great deal of ammunition stored in a place 
where the water supply was unsatisfactory. These things led the 
United States to try to make an agreement of some kind with the Fall- 
brook Public Utility District. We were unable to do so largely be- 
cause of the fact that the members of the Executive Branch cannot 
give away Government property. 

No agreement could be made which was satisfactory to Fallbrook 
because they wanted some water, and we couldn't give away any and 
we believed we owned it all. 


CALIFORNIA COURT ADJUDICATION 


In 1935 the State courts of the State of California had adjudicated 
the same stream and found, all of the way up to the Supreme Court of 
California, that there was no surplus water in the stream available for 
appropriators. 

Now, under those circumstances, the Secretary of the Navy asked the 
Attorney General to protect the interests of the United States, and in 
1951, in January, the Attorney General brought suit in the Federal 
District Courts in California simply to quiet the rights of the United 
States to its water in this stream. 

It was a simple suit to quiet title and the entire river valley was being 
adjudicated, and there were a great many defendants, not as many as 
has been alleged in some reports. 

The Government was seriously attacked in the press and in the mo- 
tion pictures and other places at that time. And it was alleged we 
asserted paramount rights. We did, of course, because anybody who 
asserts a right in California, and draws a complaint, must assert para- 
mount rights. 

We claim simply the superior right of a riparian as against an ap- 
propriator. We were accused of basing part at least of our claim 
upon sovereign rights in the international sense, in much the same way 
that United States in the Tidelands cases based a part of its claim upon 
sovereign rights. ‘That is not true in the Fallbrook case. It was also 
alleged that we asserted and invoked some body of law upon the court 
other than the law of the State of California. Of course, as you 
know, there is no such thing as a Federal body of common law, and the 
law of the State of California prevails, of course. 

Partly to overcome some of that criticism, we stipulated in the plead- 
ings that we stand in no better position than a private litigant, and we 
claimed no rights by virtue of sovereignty. And we agreed that the 
law of California shall prevail. Those things are stipulated. 


FEDERAL COURT JUDGMENT 


We have gone to trial in the Federal court and we have gotten judg- 
ment. The judgment we have in the Federal district court which is 
now being appealed is to the effect that the United States is entitled to 
the relief it has requested. 
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I would like at this point, sir, for purposes of the record, to read a 
portion of the brief of our opponents in the appellate action, in which 
they address themselves to the matter of sovereign rights asserted by 
the United States, paramount title asserted by the United States and 
to the matter of what law shall apply. 


BRIEF OF OPPOSITION 


This, incidentally, is very short and it is from the brief of our oppo- 
nents, the State of California being one of them and the Santa Mar- 
garita Mutual Water Co. a claimant by appropriation being another. 
It reads as follows: 

By its complaint, the United States seeks a declaration of its water rights in 
the Santa Margarita River, a quieting of its title to those rights, and an in- 
junction against interference with those rights. It claims riparian rights by 
reason of its ownership of Camp Pendleton, and also prescriptive rights. A 
great many defendants have been served, including Santa Margarita Mutual 
Water Co., Fallbrook Public Utility District, and the Vails. 

Parenthetically, the Vails are the principal upstream riparian 
owners. 

The brief continues: 

The complaint describes the Government’s rights as paramount to the rights of 
defendants and this language added to the unusually large number of defend- 
ants served led many persons to become concerned regarding the intentions of 
the United States in bringing suit. 

In part to set at rest any such apprehension, the United States Justice De- 
partment invited the participation of the State of California in this suit, and the 
State was accordingly permitted to intervene. Thereafter, the United States 
and the State of California entered into a stipulation which declared, among 
other things, that the word “paramount” in the complaint was intended to carry 
only its recognized meaning in California water law, and that no doctrine of 
sovereign water rights was to be advanced. 

It was also agreed that California law governs the water rights in this suit. 

Under these circumstances, the State of California feels called upon to advise 
this honorable court (being the Court of Appeals of the Ninth Cireuit) that the 
United States has faithfully adhered to the stipulation. 

We disagree with the United States as to just what California law provides 
but there can be no doubt of the sincerity of the United States in recognizing 
that the courts should apply California law to this litigation. 

That was completely gratuitous on the part of our opponents and 
it was put there out of benign motives, I suppose, sir, because it 
doesn’t add anything to their case. 


APPLICATION OF CALIFORNIA LAW 


Senator Frrevson. What you are trying to do in this lawsuit is that 
you contend that you are trying under California law, and let the 
California law apply. 

Admiral Nunn. Yes, sir. We are and we have done that. 

The State of California and our other defendants here admit that 
we have. And, of course, sir, even if we didn’t stipulate to that 
effect, there is no other law possible to apply to California real estate 
than California law. 

Senator Frreuson. You don’t claim there is any Federal law? 

Admiral Nunn. No,sir. There certainly is no Federal real-estate 
law, and more than that, the Supreme Court of the United States is 
quite clear in saying that there is no body of Federal common law. 
The only Federal law is by statute. 
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We have, I should say, sir, been subjected to a considerable amount 
of misunderstanding. 

Now the prine ipal embarrassment that we feel as a result of the 
misunderstanding is in the restrictive riders iia are contained in 
the Department of Justice Appropriation Act, and in the Department 
of Defense Appropriation Act. It appeared first in the Department 
of Justice Appropriation Act. 

And as you know, because you asked me about it last year, when the 
restriction did not apply to the N: avy, we tried the case in the district 
court. It was the Navy that got the judgment that the Government 
now has in this suit. 


FEDERAL COURT JUDGMENT APPEALED 


That thing, of course, sir, is of great value, as a judgment in the 
Federal district court and it is a strong point for us now. It is being 
appealed. 

The outcome of the appeal we will not know for sometime. But 
we are handicapped, sir, and we are put to the most outrageous types 
of practices. We have to find a patriotic attorney who will try this 
case for us in the Court of Appeals. 

You see, in the district court, we can go before the court and request 
continuances. We are careful when we send an attorney before the 
district court that he take leave from his station and duty, leave which 
he has already earned, and that he drives from San Diego to Los 
Angeles where the court sits in his privately owned automobile, using 
his own gasoline, in civilian clothes, and that he appear in court and 
have the record of the court show how he is there and why he is there. 

We have to do that merely to get a continuance. 

Now we can’t get a continuance in this appellate action. It is going 
to be set down and it is going to be heard. The appellant’s brief is in 
and ours is due the 13th of June. 

We have an attorney in San Francisco who as a patriotic matter is 
handling the interests of the United States on the appeal. It is ex- 
tremely difficult matter, however. When the record on appeal was 
printed we needed more than the four full volumes we received from 
the court. We had to buy some. We wanted a few more copies, and 
we wanted $72 to buy additional copies of the record. We had to 
pass the hat to buy the copies of the record for the Government to 
use in this case. 

Our brief is due on the 13th of June and is being written for free, 
but it can’t be printed for free, Mr. Chairman, and we are going to 
have to pass the hat again in order to print the Government’s brief. 

If we don’t appear in this appellate action, the interests of the 
United States are going to be seriously jeopardized. We are not 
asking that the riders which now exist be repealed. We realize the 
difficulty of that. But we would like not to have them discontinued 
for the future. We have to somehow get our brief written, printed, 
and filed in order that the Government’s rights may not be lost. 

It is for those reasons, sir, they are practical reasons and involve, 
too, the feeling that the Government should not be precluded from 
protecting itself in court, that we would like to have this restriction 
discontinued. 
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I would like to emphasize once more that if the bill which is before 
the Senate now, and which I understand is to come up this week, is 
passed, and if it becomes law, in the form of the Senate version or if 
it becomes law in the House version, sir, this suit has still got to be 
tried because nobody knows whose rights are what in that area at this 
time. 

Senator Frreuson. Thank you very much. 

(Admiral Nunn’s prepared statement follows :) 


STATEMENT OF Rear ApM. Ira H. NUNN, UNrrep Starts Navy, RELATIVE TO 
Section 646 oF THE DEPARTMENT OF DEFENSE APPROPRIATION ACT, 1954 


Section 646 of the Department of De fense Appropriation Act, 1954, provides as 
follows: 

“None of the funds appropriated by this act may be used in the preparation 
or prosecution of the pending suit in the United States District Court for the 
Southern District of California, Southern Division, by the United States of 
America against Fallbrook Public Utility District, a publie service corporation 
of the State of California, and others.” 

It is recommended that the provision be omitted from the appropriation act, 
1955. 

In order to evaluate this recommendation it is necessary to understand the 
factual background of the lawsuit. 

In 1942 the United States acquired by condemnation 135,000 acres of land in 
southern California from the Rancho Santa Margarita. Thirty-eight thousand 
acres of this land are riparian to the Santa Margarita River. Eighteen thousand 
seven hundred acres of this riparian land are susceptible of practicable and 
profitable irrigation. 

When the United States acquired this land it succeeded to the water rights of 
its predecessor in interest, 

On this land the United States has constructed a naval ammunition depot, a 
naval hospital, and a major Marine Corps base, Camp Pendleton, the largest 
Marine Corps base on the west coast. The cost to the Government of construct- 
ing these installations was approximately $130 million, All of these installations 
are vital to the national defense. 

In 1946 the Santa Margarita Mutual Water Co. and the Fallbrook Public 
Utility District filed applications with the State engineer of California to take 
surplus waters from the Santa Margarita River. The Fallbrook Public Utility 
District received a permit in 1948, another in 1951. These permits are subject, 
of course, to vested rights. The Santa Margarita Mutual Water Co, has obtained 
no permit. Fallbrook’s permits are to take surplus waters only. 

In 1950 the Fallbrook Public Utility District commenced taking substantial 
amounts of water from the stream at a point upstream from the Government’s 
land. This water, the Government maintains, is the property of the United 
States. 

These substantial diversions by Fallbrook caused the water table in subter- 
ranean basins under the Government’s land to drop and caused the instrusion 
of salt water from the sea into that basin under Camp Pendleton which lies 
nearest the sea. The wells at the naval ammunition depot have on occasion 
gone completely dry with consequent danger from fire to the ammunition stored 
at the depot. The diversions of water by Fallbrook have continued and are 
continuing at the present time. 

Thus in 1950 the Government was sustaining and is still sustaining damage 
by reason of the diversions from the stream made by Fallbrook. Efforts to 
resolve the controversy were made but no solution was found which was legally 
possible and + ig 2 my to all parties. Accordingly, on November 14, 1950, the 
Secretary of the Navy requested the Attorney General to take such action as 
he might consider appropriate to protect the rights of the United States in the 
waters of the Santa Margarita River. 

On January 25, 1951, the Attorney General brought suit in the United States 
District Court for the Southern District of California to quiet the title of the 
United States to its rights to the use of water in the Santa Margarita River. This 
is the suit to which section 646 refers. 

The lawsuit itself is of a type common on the western rivers of this country. 
It is a simple suit brought by the United States in the Federal courts to quiet 
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the United States’ title to water rights in the Santa Margarita River. The 
contest is between a riparian owner (the United States) and nonriparian owners. 
These nonriparian owners claim a right to take only surplus waters from the 
stream. 

The river lies in California. The law of California and that law alone applies 
to the case. It is expressly so stipulated in the pleadings and California law 
would apply even in the absence of a stipulation. 

Under the law of California a riparian owner is one who owns land abutting 
upon a stream. A riparian owner has a correlative right together with other 
riparian owners to the reasonable beneficial use of the waters of the stream. 
He may not take more than he can and does put to reasonable beneficial use. 
He may not store the water from season to season except in the stream itself 
in a state of nature and he may not by reason of his riparian rights alone use 
the water outside the stream’s watershed. 

The law of California provides also that waters of a stream in excess of the 
waters put by riparian owners to reasonable beneficial use may be appropriated 
by others. The State itself designates the appropriators who may take and 
use these surplus waters. Rights to the water in a stream may also be acquired 
by prescription through adverse, open, notorious, and long-continued use. The 
waters gained by appropriation or by prescription may be stored from season 
to season in man-made structures and may be put to use outside the stream’s 
watershed. 

The United States owns the land on both banks of the Santa Margarita River 
for the last 21 miles of the river’s course to the sea. The United States con- 
demned and paid for a fee simple title to the land in 1942. Exclusive jurisdic- 
tion over the land has been ceded to the United States by the State of California. 

The complaint filed by the United States in this suit asserted a paramount title 
in the United States. This is the usual language of such complaints, the word 
“paramount” meaning “prior” or “superior.” The opponents of the United States 
in this controversy have seized upon the word “paramount” as indicative that the 
United States claims some exceptional right by virtue of its sovereignty, and it 
has been publicly stated that this suit is similar to the tidelands suits in the 
United States Supreme Court in which the United States asserted paramount 
rights in the international sense. 

This connotation placed upon the use of the word “paramount” is entirely 
without basis in fact; or in law. In order that the accurate and intended mean- 
ing of the word may be made abundantly clear it is expressly stipulated in the 
pleadings that the word “paramount” has the same sense in which it is used in a 
specifically cited case decided by the California Supreme Court in 1935 (Peabody 
v. Vallejo, 2 Cal. 2d 351 at p. 374; 40 Pac. 2d 486 at p. 494). The word “para- 
mount” was used in that case to refer to “the preferential and paramount rights 
of a riparian owner.” The phrase is descriptive of the position of the United 
States in the Fallbrook suit, that is, a riparian owner in a contest with non- 
riparian owners. 

There is no issue of sovereignty involved in the Fallbrook case, nor is there an 
issue of States rights as against Federal rights. This is not a contest between 
interests of public power projects as against private power. As previously stated, 
no law but the law of the State of California applies to the suit. The United 
States is in the same position as a private litigant and is seeking only to protect 
the property it bought and paid for in 1942. 

The case proceeded to pretrial hearing which was in progress on July 10, 
1952, when the Department of Justice Appropriation Act, 1953, became law. This 
act contained the following provision: 

“208 (d). None of the funds appropriated by this title may be used in the 
preparation or prosecution of the suit in the United States District Court for 
the Southern District of California, Southern Division, by the United States of 
America against Fallbrook Public Utility District, a public service corporation 
of the State of California, and others. 

“This title may be cited as the ‘Department of Justice Appropriation Act, 
1953’.”’ 

This restriction did not apply to appropriations made to the Defense Depart- 
ment so the action was continued by the Secretary of the Navy with an attorney 
who was designated a special assistant to the Attorney General of the United 
States for the purposes of the suit. 


4499 1—54——_-49 
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Trial of two defendants, the Santa Margarita Mutual Water Co. and the 
State of California (a defendant in intervention), was held in the district court 
and judgment was had in favor of the United States. The trial court resolved 
all issues in favor of the United States. 

A significant finding of the trial court was that there is no surplus water in 
the stream available for appropriation. Although the Fallbrook Public Utility 
District has not been tried and is therefore not bound by the judgment, it claims 
surplus water as an appropriator, and if there is no surplus water for one 
appropriator (the Santa Margarita Mutual Water Co.) there can be none for 
another. 

The judgment has been appealed to the United States Court of Appeais for 
the Ninth Circuit. 

The following year, the fiseal year 1954, a restriction upon the expenditure 
of funds on the Fallbrook case appeared in the appropriations of both the 
Department of Justice and the Department of Defense. 

Thus, except by virtue of the possible use of gratuitous counsel and other 
gratuitous services, the United States now finds itself unable either to proceed 
with the trial of the Fallbrook Public Utility District in the Federal districy 
court or to appear and defend the appellate action in the ninth circuit. 

It is felt that the interests of the United Staes require that the Government 
be able to seek an adjudication of its rights in the courts, otherwise serious 
financial losses to the Government are likely to result. 

As I have said, there are restrictions against spending Government money on 
this suit in the appropriations for both the Department of Justice and the 
Department of Defense. The Attorney General has asked that the restriction 
in his appropriation act be eliminated. 

here is a bill pending before the Committee on Interior and Insular Affairs 
of the Senate which would authorize the construction of a dam on the Santa 
Margarita River and the division of the impounded waters 60 percent to the 
United States and 40 percent to the Fallbrook Public Utility District. This 
bill has passed the House. 

It is the position of the Navy and Marine Corps that enactment of such a bill 
would give away 40 percent of the Government's water to Fallbrook. Hence 
the Navy and Marine Corps oppose this bill. 

However, it is further the position of the Navy and Marine Corps that if there 
really be surplus waters in the stream which can be economically captured and 
used, there is no objection to such being done provided the rights of the United 
States be not infringed. 

The Navy, the Department of Justice, the Department of the Interior, and 
the Bureau of the Budget are in agreement on the terms of a bill which would 
protect the property of the United States and yet permit the capture of surplus 
waters if such waters exist. A determination of the existence of surplus waters 
naturally depends in part upon the outcome of the suit now pending in the dis- 
trict court and the court of appeals. 

There cannot be a realistic resolution of this matter in Congress or elsewhere 
if the Government is to be protected at all, without further adjudication in the 
courts, either in the district court, in the court of appeals, or in both. 

Having no money, the Government has been forced to request continuances of 
the action in the district court. It is now set for trial on November 30, 1954. 

By that time we hope that the Department of Justice and the Department of 
Defense will be free to spend money in court to protect 


the Government’s in 
erests. 


That is. we hope that the restrictive riders will not be perpetuated. 
The Attorney General has stated that by November 30 he hopes to have 
removed from the case all defendants who have no ciaim or interest to protect 
either by means of dismissal or of stipulation. 

By November 30 we hope that the appellate action in the court of appeals 
will have been decided. This might have the result of rendering a trial of 
Fallbrook in the district court unnecessary, 

It is quite true in connection with this whole matter that should the Govern- 
ment lose its case in the courts or should the Congress give away the Govern- 
ment’s water, the Government will be forced to ask for appropriations for the 
purchase of water at Camp Pendleton and elsewhere in the Santa Margarita 
River Valley, or the Government will be forced to curtail its activity in that 
river valley for want of water which the Government purchased or thought it 
purchased some 12 years ago. 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 
SECTION 739 
LANGUAGE APPROVAL 


Senator Frereuson. Next is section 739. 

Mr. Gariock. This goes back to the 1951-52 appropriations, in 
which you will recall we got substantial amounts appropriated late 
in the year in the annual accounts. Naturally they were obligated 
late in the year. 

In a number of these areas, we find that we still have not received 
all of our deliveries under the contracts, and that with the expiration 
of the appropriation’s availability for expenditure, the amounts will 
have to be deposited to the certified claims fund for settlement by the 
General Accounting Office of contractors’ claims. 

Senator Frreuson. Does the General Accounting Office or the Bu- 
reau of the Budget approve this language ¢ 

Mr. Gartock. The specific language has not been cleared with them. 
However, we understand they are in agreement in principle. To come 
back to my problem on it, with the probability of substantial amounts, 
as much as $1.5 or $2 billion that would be certified over as claims, it 
does present a sizable problem. ‘The staff of the House Appropriations 
Committee brought it to our attention last January, stating that the 
General Accounting Office was not set up to handle claims in this 
volume. The intent of the certified claims procedure was to handle 
miscellaneous claims in small numbers that would have to be paid 
from expired appropriations. It increases their work and also our 
work. 

Last year, we certified a half billion dollars over to the General 
Accounting Office. 


AMOUNT CERTIFIED 


Senator Frrauson. How much do you anticipate will be certified 
over now ¢ 

Mr. Garvock. Between $1.5 and $2 billion. What we would pro- 
pose here is that this would continue for expenditure for 1 more year. 

It will not give us a single thing that we would not already have, 
because all we have to do is to certify it over to the claims for payment, 
and the contracts run right along. 

All we are doing here is keeping the settlement within the Depart 
ment of Defense. The Secretary has directed this additional step and 
he has asked each of the military departments to set up groups headed 
by an Assistant or Under Secretary to review these contracts out- 
standing. 

The objective is to redecide whether or not these contracts should be 
canceled, completed, or otherwise disposed of. It is our intention to 
get that underway and to have it cleaned up so we don’t have to come 
back here for an extension of this money again next year. Although we 
think that we will probably have to ask for authority to extend the 
procedure to the 1953 money, which will be expiring in 1955. 

We will have it under better control or be in a better position so that 
we will have it down in small enough volume that it can go through 
the regular procedure. 





770 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


APPEAL FROM HOUSE ACTION 


Senator Fereuson. Then we had better receive this document in the 
record. 

Mr. Gartock. Yes. It is my understanding that both the Budget 
Bureau and the Accounting Office are in agreement with the procedure. 
The specific wording has not been cleared. 

(The statement referred to follows s:) 


GENERAL PROVISIONS, PRoposep SECTION 739—PayYMENTS FROM APPROPRIATIONS 
WHicH WIL. Lapse ror EXPENDITURE 


(P. 50, after line 4) 


(House hearings, none) 
The Department of Defense requests the following amendment: 


PROPOSED AMENDMENT 


Page 50, after line 4, insert the following: 

“Src. 739. Those appropriations or funds available to the Department of De- 
fense or any agency thereof which would otherwise lapse for expenditure pur- 
poses on June 30, 1954, and designated by the Secretary of Defense not later 
than July 31, 1954, shall remain available until June 30, 1955, to such depart- 
ment or agency solely for expenditure for the liquidation of obligations legally 
incurred against such appropriation during the period for which such appropria- 
tion was legally available for obligation.” 


EFFECT OF PROPOSED AMENDMENT 


This amendment would permit agencies of the Department of Defense to make 
payments to contractors under contracts executed with funds appropriated for 
the fiscal year 1952 without submission to the General Accounting Office for 
settlement as claims against the United States as required under existing law, 
“The Surplus Fund-Certified Claims Act of 1949” (31 U.S. C. 712b). 


JUSTIFICATION OF PROPOSED AMENDMENT 


Large amounts of material were contracted for in fiscal years 1951 and 1952, 
at which time it was estimated that deliveries would be made within the normal 
period of availability of the funds for expenditure. Production difficulties have 
resulted in nondelivery of substantial portions of the material ordered. The pro- 
posed amendment is required to permit prompt payment to contractors for the 
delivery of long lead time items during fiscal year 1955. Without this amend- 
ment it will be necessary to process an abnormal amount of claims of contractors 
through the cumbersome certified claims procedure. 


PROPOSED NEW SECTION 


Senator Frrcuson. This committee has received a letter from the 
Director of the Bureau of the Budget, together with some suggested 
language, which would permit the ‘operation of the foreign military 
assistance program on a cash-and-carry basis. I will put this material 
in the record at this point, and I assume that you have become familiar 
with it. 

(The material referred to follows :) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 23, 1954. 
Hon. STYLes BRIDGES, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


My pear Mr. CHAIRMAN: In the conference report of July 28, 1953, on the De- 
partment of Defense Appropriation Act, 1954, the conferees directed that the 
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Department of Defense, the Foreign Operations Administration, the Bureau of the 
Budget, and the General Accounting Office consult with one another with a view 
to reaching an agreement on the method of “* * * obligation and expenditure 
by the Department of Defense of military assistance funds transferred to it by 
the Mutual Security Agency * * *.” This directive grew out of a provision, 
providing for consolidation of military assistance funds allocated to the Depart- 
ment of Defense, which had been passed by the Senate but which was not accept- 
able to the managers on the part of the House. 

In accordance with the conference committee’s directive, the four interested 
agencies have come to agreement on a revised plan for financing and accounting 
for military assistance funds. This agreement provides for shifting from the 
present method of accounting to one of accounting for the bulk of the procure- 
ment of military assistance items and related funds solely on a basis of delivery 
of material to recipient countries by title of the authorizing act. The specific 
outline of the plan as jointly proposed by the four agencies is attached. 

In essence, the revised plan provides that military assistance funds allocated 
to the Department of Defense would be programed and committed (or earmarked) 
in accordance with policies and general program levels determined through coor- 
dination with the Department of State and the Foreign Operations Administra- 
tion. These earmarked funds would remain unobligated in a master allocation 
account in the Office of the Secretary of Defense until needed for reimbursement 
to the regular defense appropriations as and when deliveries are made to recipient 
countries. To the extent that it would not be feasible for any of the appropria- 
tions of the Department of Defense to finance lead time, anticipated reimburse- 
ments to applicable appropriations would be apportioned as additional obliga- 
tional authority to provide for uninterrupted procurement processes within the 
limits of the military assistance funds allocated to the Department of Defense. 
The funds in the allocation account would also be available for suballocation to 
the services for operating expenses and for certain items which would be pro- 
cured directly against military aid appropriations. 

The proposed plan will eliminate confusion which has resulted in the past from 
attempting to relate procurement of common items under contracts of the military 
departments to the separate appropriations for those departments and for the 
military assistance program. The plan would have initial obligations for such 
items charged to one source of funds (that is, the pertinent appropriation for the 
military department) and expenditures made to vendors from the same source. 
The military department appropriation would be reimbursed upon delivery of the 
end item to the recipient country, which usually occurs after the fiscal year in 
which the procurement contract is made. For this reason, the plan contemplates 
that military assistance funds be available on a no-year basis to assure that the 
military department will be reimbursed when delivery is made in a subsequent 
year. 

The four agencies believe that this plan should be put into effect at the earliest 
possible date. There is attached a draft of language necessary for its authoriza- 
tion, which might be included in appropriation or authorizing legislation, as the 
Congress determines to be preferable. The installation of the plan would take 
place as soon after enactment as would provide a smooth transition. 

The details of the plan as outlined in the attachment will require more com- 
plete implementing instructions. These instructions are now under preparation 
in the Department of Defense with the staff assistance of the General Accounting 
Office, the Foreign Operations Administration, and the Bureau of the Budget. 
Staff members of the four agencies are available to discuss the details of the 
proposed plan at the convenience of your committee. 

An identical letter, with attachments, is being sent to the chairman of the 
House Committee on Appropriations. Copies of this letter are being sent to 
the chairman of the Committee on Foreign Relations of the Senate and the 
chairman of the Committee on Foreign Affairs of the House. 

Sincerely yours, 
ROWLAND HucGuHeEs, Director. 


OUTLINE OF PLAN FOR FINANCING AND ACCOUNTING FOR MILITARY ASSISTANCE 
FuNps (INCLUDING FUNDS HERETOFORE APPROPRIATED ) 


1. Basie objectives : 

(a) A consolidation of DOD-MDAP procurement programs, excepting 
(1) Offshore procurement ; 
(2) Shipbuilding ; 
(3) End items completely peculiar to MDAP. 
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(b) Elimination of separate financing and accounting requirements by DOD 
for procurement and storage of all MDAP items except those covered in (1), (2), 
and (3) above. 

(c) Establishment of accounting for MDAP items and related funds under 
(bd) above and services solely on a basis of delivery of material or the furnishing 
of the service to recipient countries by title of authorizing act. 

(d) Continuance of present financing and accounting methods for 

(1) Offshore procurement ; 

(2) Shipbuilding ; 

(3) End items completely peculiar to MDAP; 

(4) Training; 

(5) Packing, handling and crating, including direct operating salaries and 
expenses ; 

(6) Transportation as may be appropriate ; 

(7) Administrative expenses. 

(e) To establish such controls on a simplified basis which will serve as the 
basis for administrative program determination and control and permit congres- 
sional review of program. 

2. Recommended methods of accomplishment : 

(@) Upon approval of this plan, analyze and revise the MDAP program to pro- 
vide for the financing of such programs in accordance with the objectives out- 
lined above. 

(b) Effective as of the changeover date, withdraw from the operating military 
departments all unexpended balances of MDAP funds (except for funds required 
for items and services referred to in 1 (d) above). 

(c) Transfer the outstanding obligations from MDAP funds to the proper 
DOD appropriation account. 

(d) Discontinue the maintenance of separate property accounting records 
for MDAP items which have not been delivered to the recipient countries. 

(e) Determine total expenditures of MDAP funds for each operating agency 
or burean. Determine the value of materials delivered and services rendered. 
Withhold any future transfer of funds to military department appropriations 
until such time as value of deliveries balances with the amounts expended. If 
the value of deliveries exceeds the amount expended from MDAP funds, reim- 
burse the applicable DOD appropriation account in the amount of such excess. 

(f) Establish a changeover date of (date to be determined) to effect the 
foregoing actions excepting as provided in paragraph 2 (@) above. 

(7) Effective (date to be determined), DOD appropriation accounts will be 
reimbursed solely on a basis of delivery of material or the furnishing of the 
service 

(h) Effective (date to bé determined), DOD will maintain master allocation 
accounts for MDAP funds which shall be used for those purposes enumerated 
in paragraphs 2 (g) above. Funds in the master allocation aceount will be 
earmarked or committed, with formal fund reservations but no obligation, when 
procurement requests for approved programs are transmitted to the military 
departments. After reservation of such funds, no withdrawals from DOD shall 
be made without the concurrence of the Secretary of Defense or upon the de- 
termination of the President. 

(i) Not later than (date to be determined), the DOD will provide reports 
showing a final accounting on the status of MDAP funds, and the value of de- 
liveries as of the close of business (date to be determined). Thereafter, the 
DOD will furnish such reports as required to show the status of the master allo- 
cation account and the value by major items of materials delivered and services 
furnished to recipient countries by title of authorizing act. In addition, plans 
for deliveries shall be projected by major items on a quarterly basis in value and 
quantity for the period of time necessary to liquidate the earmarked funds. 


DRAFT LANGUAGE FOR AUTHORIZATION OF NEW PLAN FOR FINANCING AND ACCOUNTING 
FOR MILITARY ASSISTANCE FUNDS 


SEC, . Funds heretofore or hereafter allocated to the Department of Defense 
from any appropriation for military assistance (except funds obligated directly 
against any such appropriation for offshore procurement or other purposes) 
shall be accounted for by geographic area and by country solely on the basis of 
the value of materials delivered and services performed (such value to be deter- 
mined in accordance with the provisions of section 403 of the Mutual Defense 
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Assistance Act of 1949, as amended (22 U. S. C. 1574)).* Within the limits of 
funds so allocated, the Department of Defense is authorized to incur, in appli- 
cable appropriations, obligations in anticipation of reimbursement from such 
allocation, and no funds so allocated shall be withdrawn by administrative action 
until the Secretary of Defense shall certify that they are not required for liqui- 
dation of obligations so incurred, or unless the President in writing shall direct 
such action. Reimbursement from such allocation shall be made in accordance 
with the provisions of said section 4038, 


LANGUAGE PROPOSAL 


Senator Frereuson. Will you explain how it was operated ? 

Mr. Gartock. Now, we would like to go back, and say we had rather 
extended discussions with this subcommittee on this proposal last 
vear. 

Language substantially identical in effect to that proposed in the 
letter was included in the appropriation bill as passed by the Senate 
last June. It was dropped during the conference, and we were 
directed to come up with a proposal this year that would have the 
concurrence of the Foreign Operations Administration, the General 
Accounting Office, the Bureau of the Budget, and the Department of 
Defense. 

A letter from Mr. Hughes was sent to the committees in response 
to that, and it does represent an agreement all around. In brief, the 
operation would divide into three areas. 

First, there are certain types of activities—the biggest being off 
shore procurement—where we would continue to obligate directly 
against the appropriations because we do not believe that it is a good 
idea to get them interchangeable with our own appropriations. Sec 
ond, there are also administrative-type expenses—likewise the train- 
ing program—where it is Just as convenient and just as effective to 
obligate direct. 

Third, there is a large area of procurement where the procurement 
is identical or substantially identical with that being procured for 
the United States. 


CHANGES IN PROGRAM 


It is there we have found our difficulties. The program has been 
subject. to a number of changes. We have been unable to forecast 
accurately who would receive the material at the time it was delivered. 

Therefore, production from a contract that would be let in one year 
charged to military assistance appropriation for one area might have 
to be utilized for support of our own forces in Korea or for some other 
area for military assistance. Although authorized under the law 
this created enormous additional bookkeeping. 

So what we would propose here is fundamentally that we would 
put that portion of military assistance on a cash and carry basis. To 
the extent that the Department had sufficient funds to initiate the 
procurement with their own money, they would do it that way. Where 
that was not true, and there were not sufficient funds available, with 
the approval of the Budget Bureau, we would apportion anticipated 
reimbursements, money available, to the extent of military assistance 


1In the event this provision is considered in connection with, or after the enactment of, 
new mutual security authorizing legislation, the corresponding section number of the new 
legislation should be substituted at these points. 
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which would give the procuring department the authority to make the 
obligations. 

In this case there would be no actual reimbursement to the appro- 
priation of the procuring department until delivery of the item was 
effected. The reimbursements would be made from military assist- 
ance funds in the hands of the Secretary of Defense only on the basis 
of evidence of delivery to an actual agent of the country involved or 
upon basis of shipping documents—bills of lading, ships manifests, 
et cetera—showing actual shipment overseas by water or air with the 
country concerned as the consignee. 

Now, that would mean that from the time the contract entered 
into the procurement system, until the item came out, the obligation 
would be against the appropriations of the service owning it. This 
procedure would be used for similar items to those we use. Let us 
take tanks for the sake of illustration, there would be no identification 
as to whether any tank being bought was a military assistance tank or 
an Army tank, or Marine Corps tank; but when it came out at the 
end, whoever got it would have to pay for it. In the case of the 
military assistance tanks payment would be made by reimbursement 
from the allocation account in the Office of the Secretary of Defense. 

We have found extreme difficulty in trying to follow these pro- 
duction items through. That is both because of possible change in 
the ultimate recipient of the end item and because of the problem of 
components, where the problem of following them through is even 
more difficult. 


MILITARY ASSISTANCE ON NO-YEAR BASIS 


One other point, I think necessary to ie aa giv in connection with 


this plan—and as indicated in Mr. Hughes’ letter—the plan con- 
templates that military assistance appropriation will be placed on a 
no-year basis by the Congress when it considers those funds. 

Senator Ferguson. That is all this would do? 

Mr. Gartock. That is what this would do. 

(Thereupon, at 4:30 p. m., Tuesday, May 25, 1954, the committee 
recessed to reconvene at 10 a. m., Wednesday, May 26, 1954.) 
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WEDNESDAY, MAY 26, 1954 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
7 ‘ 7 
Washington, D. C. 


The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Homer Ferguson (presiding). 
Present: Senators Ferguson, Cordon, Knowland, and Hendrick- 
son. ; 
NATIONAL Securtry TRAINING COMMISSION 


STATEMENTS OF WARREN H. ATHERTON, COMMISSIONER; ADM. 
THOMAS C. KINKAID, COMMISSIONER; EDGAR G. SHELTON, JR., 
EXECUTIVE DIRECTOR; AND MARGARET B. BUCHHOLZ, ASSIST- 
ANT TO THE EXECUTIVE DIRECTOR, NATIONAL SECURITY 
TRAINING COMMISSION 


REQUEST FOR APPROPRIATION 


Senator Frreuson. The committee will come to order. 

The first presentation on the agenda is the National Security Train- 
ing Commission. 

Admiral Kinkaid and gentlemen, I am glad to see you here. 

Mr. Aruerton. I am Warren H. Atherton, and Admiral Kinkaid, 
I am sure you know, and Mr. Shelton is here. 

Mr. Chairman and members of the committee, I offer this statement 
in support of our request for an appropriation of $55,000. 

It is a privilege to appear before you and to present our views con- 
cerning our appropriation. 

Under the provisions of the Universal Military Training and Service 
Act, as amended, the Commission, subject to the direction of the 
President, is required to formulate comprehensive proposals regard- 
ing national security training, to prepare legislative recommenda- 
tions, to establish policies and standards with respect to the National 
Security Training Corps, and to exercise civilian supervision over the 
national security training program when it is implemented. 


WORK AND PERSONNEL OF COMMISSION 


At the direction of the President, the Commission has been and is 
conducting exhaustive studies and evaluation of all aspects of the 
proposed program. On July 23, 1953, the President filled three civilian 
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vacancies on the Commission by reappointing Dr. Karl T. Compton, 
by appointing Mr. Warren H. Atherton, and by naming Julius Ochs 
Adler as Chairman. 

At that time he issued a statement, which is attached to the state- 
ment, if I may just give you a brief excerpt from it. 

Senator Fereuson. We will receive the entire statement for the 
record, and you can comment on particular sections. 


REQUEST OF PRESIDENT 





Mr. Arnerron. He requested the Commission to submit to him a 
report including (1) an examination of inequities in the present 
method of securing men for our Armed Forces Reserve and the bur- 
dens imposed with suggestions to remedy these inequities ; 

(2) A discussion of the feasibility and desirability of operating a 
military training program to sup ply trained nonveteran reservists 
while at the same time continuing inductions for service; and 

(3) An evaluation of the relationship of such a program to the 
building of a strong and equitable citizen reserve sufficiently ad- 
vanced in training to permit the Regular forces to expand rapidly 
from peace strength to war strength. 

On August 1, 1953, the President, in a letter to the Commission, 
formally directed the Commission to carry forward the above study. 
That letter is attached. 





AVATLABILITY OF MANPOWER 





At the same time the President requested the Office of Defense 
Mobilization to submit to him a report on the availability of man- 
power. 

During fiscal year 1953, the Commission and its staff had devoted 
great effort to preparing a series of exhaustive papers on all aspects 
of national security training. These papers were brought into final 
shape in the early part-of fiscal year 1954, being used as a basis upon 
which to prepare the report to the President. This report, the product 
of almost 18 months of continuous effort, was submitted to the Pres- 
ident on December 14, 1953. 

On January 6, 1954, the Director of Defense Mobilization submitted 
to the President his report on manpower availability. In finding 
that manpower was available for a program of national security 
training, if such program was deemed advisable, the Director of 
Defense Mobilization recommended an overall survey of Reserve 
policies for the purpose of coordinating all planning for the building 
of a realistic Reserve. 


RECOMMENDATIONS OF PRESIDENT 


In finding that our Reserve forces are not now adequately organized 
and trained, he recommended that the National Security Council, on 
the basis of recommendations by the Department of Defense, deter- 
mine the size and composition of the military Reserve forces needed 
in the light of current and future national security requirements. 
He recommended that the Department of Defense prepare for the 
consideration of the National Security Council a program for the 
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establishment of an “immediately callable” Reserve and of a “selec 
tively callable” Reserve, each to be of appropriate size and composi 
tion. He recommended that the Department of Defense prepare for 
consideration of the National Security Council a training program 
for the immediately callable Reserve. 

These recommendations were in accord with the proposals made by 
the Commission in its report—that the Active Reserve be geared to a 
realistic mobilization base; that those reservists who were not partici- 
pating in Reserve activities be called to active duty by the Selective 
Service System in the event of emergency; and that realistic training 
programs for the Reserve be developed and implemented. 

In response to the report of the Director of Defense Mobilization of 
January 6, the President on January 8, 1954, stated in a letter to Dr. 
Flemming that in general he agreed with Dr. Fle ‘mming’s analysis of 
the pressing need to strengthen our Reserve forces and with his recom- 
mendations as to the best way in which to approach the problem. 

He requested Dr. Flemming to proceed with the preparation of an 
other report dealing with these issues to be presented to the National 
Security Council not later than April 1, 1954. That document is 
attached. 

As you may know, this report was delayed and was only submitted 
last week for consideration by a special task force of the Office of De 
fense Mobilization prior to its transmission to the National Security 
Council. 


STATE OF THE UNION MESSAGE 


In his state of the Union message the President stated that— 
Studies of military manpower have been completed by the National Security 
Training Commission and a committee appointed by the Director of Defense 
Mobilization. Evident weaknesses exist in the state of readiness of our Reserve 
forces. Measures to correct these weaknesses will be submitted later to the 
Congress. 

On January 12, the President requested this Commission to counsel 
the Office of Defense Mobilization in the preparation of plans for 
developing and maintaining an adequate Reserve establishment for 
presentation to the National Security Council. 

On January 28, 1954, the Director of Defense Mobilization in a 
letter to the Commission noted that the President had requested that 
arrange for further consideration of the recommendations made 
by the National Security Training Commission and the Office of De- 
fense Mobiliaation and for the preparation of papers relating to the 
Reserve for presentation to the National Security Council. He re- 
quested that the Commission work with the ¢ )ffice of Defense Mobiliza 
tion in this regard. 

The Commission at this time is assisting the Office of Defense 
Mobilization, as a member of its task force, in the preparation of 
papers requested by the President regarding the basic recommenda- 
tions of the Department of Defense relative to the size, composition, 
and training of our Reserve forces. 

The Commission has an important responsibility in assisting in 
these valuable studies. We believe that once the studies are fully 
complete, we will have the basis, for the first time in many yeart, 
for building a really strong and realistic Reserve, something the 
Nation has been lac king in the past. 
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As a result of the studies of the past 18 months and of the next 6 
to 12 months, it is believed that a truly comprehensive study of the en- 
tire Reserve Establishment will be made available for the considera- 
tion of Congress. 

As is no doubt apparent to you, the Commission will be fully occu- 
pied between now and the end of this fiscal year in assisting the Office 
of Defense Mobilization in the preparation of their studies for the 
National Security Council and in assisting in the consideration of these 
studies by the National Security Council. 


LEGISLATIVE RECOMMENDATIONS 


Finally, the Commission, as well as the other interested agencies— 
the Office of Defense Mobilization, the Selective Service System, the 
Department of Defense, and the Department of Labor—will, I am 
sure, be expected to come forward with appropriate legislative rec- 
ommendations for the purpose of implementing the decisions which 
will be reached by the National Security Council and the President. 
This will, of course, subsequently involve hearings in both the House 
and the Senate sometime in fiscal year 1955 if not before. 


PRESIDENT’S BUDGET MESSAGE 


You will note that the President, in his budget message, stated : 


This budget provides for the continuing of a small staff for the National Secu- 
rity Training Commission. 

The amount approved by the President for fiscal year 1955 is the sum 
of $55,000. This appropriation request is outlined in our formal sub- 
mission to the Congress which I would like to insert into the record at 
this point. This sum was approved in full by the House of Represent- 
atives. 

We feel that the amount of $55,000 requested for our 1955 budget 
will enable us to maintain the Commission’s staff at a realistic and ef- 
ficient working level. This will be necessary in order for us to carry 
out the task assigned to us by the President and to contribute to the 
solution of the problem of building an equitable and realistic Reserve. 

Thank you very much for your kind attention. 

Senator Frravson. You said that the report had been ready. Has 
it been released or is it just in final form so as to be adopted for this 
Reserve program ¢ 

Mr. Arnerton. Our report has been released. 

Senator Fercuson. I meant the one that the military people are go- 
ing to put into effect or want to put into effect. 

Mr. Arnerron. We have been delivered a copy of it, but it is still re- 
stricted, Mr. Chairman. 

Senator Frreuson. To the public, you mean ? 

Mr. Arnerton. Yes. 

Senator Frrauson. Does it follow what you had in mind ? 

Mr. Arnerton. There are some differences, Mr. Chairman. 

Senator Fereuson. Did they have the benefit of your report in mak- 
ing it? 

Mr. Aruerton. They did. 

Senator Frercuson. Now, the $55,000, did you use $55,000 in 1954? 


+ 
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Mr. Aruerton. Slightly more, with the assistance of funds from 
the President, sir. 

Senator Frrcuson. About how much more? 

Mr. Arnerton. A total of $62,000, I think. It may be around 
$65,000 altogether. 

Senator F'ercuson. And your request here is $55,000 for next year ¢ 

Mr. Aruerton. Yes, Mr. Chairman. 


PROPOSED USE OF FUNDS 


Senator Frreuson. Would you explain for the record what this 
money would be used for, if the military have now completed their 
report, and while it is still restricted it will be the program that will 
be submitted to Congress. 

Why do you continue? 

Mr. Arnerton. We have been directed to continue our conferences 
with the Office of Defense Mobilization, and to submit our report to 
the National Security Council and it is probable that the National 
Security Council will decide upon a final plan as to the number and 
composition of immediately callable Reserves. 

Then, as we understand the President’s instructions, it will be our 
primary responsibility to dovetail a system of national security train- 
ing so as to supply trained men to the Reserves. 

The final plan for training, must of course await the final military 
determination as to the size and c omposition of forces and the standard 
of availability which is desired. 

Senator Knowxanp. Mr. Chairman, I think this problem of the 
proper Reserve setup is one of the most important which we have 
facing the country because it is quite likely that we will never again 
have the time element that we have had in World War I and World 
War II. 

I think, furthermore, growing out of the Korean experience, it is 
not either equitable nor sound for the same people who were called 
upon to fight World War ITI to be the ones that had to be called up 
in the Korean war. It put a double burden on them. 

While I think on a general mobilization, certainly everyone will 
expect to be called, it does seem that in an operation such as Korea 
there should have been adequate Reserves available other than calling 
back the people who were 3 or 4 or 5 years in World War II. 

Senator Frreuson. Do you have any questions? 

Senator Corpon. I have no questions. 

Senator Frrcuson. Is there anything else that you would like to 
submit for the committee ? 


CONTINUATION OF STUDIES 


Mr. Arnertron. I might refer on page 3 of this report to call your 
attention to the fact that we are charged by the President with the 
responsibility of continuing in these studies and in conferring with 
the Office of Defense Mobilization and of preparing further studies 
for the National Security Council and assisting in their consideration. 

If we are to develop an adequate training plan which must be modi- 
fied to meet the final decision of the military, we think that we need 
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the staff which we have at present which is a very small one, as you 
know, Mr. Chairman. 

Senator Frereuson. Thank you very much for bringing us these 
facts this morning. Your statements will be incorporated in the 
record at this point. 

(The statements referred to follow :) 


STATEMENT OF NATIONAL SECURITY TRAINING COMMISSION 


Mr. Chairman and members of the committee, it is indeed a privilege to have 
the opportunity to appear before this distinguished committee and present the 
views of the National Security Training Commission regarding its appropria- 
tion request for fiscal year 1955. 

Under the provisions of the Universal Military Training and Service Act, as 
amended, the Commission, subject to the direction of the President, is required 
to formulate comprehensive proposals regarding national security training, to 
prepare legislative recommendations, to establish policies and standards with 
respect to the National Security Training Corps, and to exercise civilian super- 
vision over the national security training program when it is implemented. 

At the direction of the President, the Commission has been and is conducting 
exhaustive studies and evaluation of all aspects of the proposed program. On 
july 23, 1953, the President filled three civilian vacancies on the Commission by 
‘eappointing Dr. Karl T. Compton, by appointing Mr. Warren H. Atherton, and 
by naming Julius Ochs Adler as Chairman. At that time he issued a statement 
(see attachment) in which he requested the Commission to submit to him a report 
neluding (1) an examination of inequities in the present method of securing men 
for our Armed Forces Reserve and the burdens imposed with suggestions to 
remedy these inequities; (2) a discussion of the feasibility and desirability of 
operating a military training program to supply trained nonveteran reservists 
while at the same time continuing inductions for service: and (3) an evaluation 
of the relationship of such a program to the building of a strong and equitable 
citizen reserve sufficiently advanced in training to permit the Regular Forces to 
expand rapidly from peace strength to war strength. On August 1, 1953, the 
President, in a letter to the Commission, formally directed the Commission to 
carry forward the above study. (See attachment.) 

At the same time, the President requested the Office of Defense Mobilization 
to submit to him a report on the availability of manpower. 

During fiscal year 1953, the Commission and its staff had devoted great effort 
to preparing a series of exh: aah papers on all aspects of national security 
training. These papers were brought into final shape in the early part of fiscal 
year 1954, being used as a basis upon which to prepare the report to the President. 
This report, the product of almost 18 months of continuous effort, was submitted 
to the President on December 14, 1953. 

On January 6, 1954, the Director of Defense Mobilization submitted to the 
President his report on manpower availability. In finding that manpower was 
available for a program of national security training, if such program was 
deemed advisable, the Director of Defense Mobilization recommended an overall 
survey of Reserve policies for the purpose of coordinating all planning for the 
building of a realistic Reserve. In finding that our Reserve forces are not now 
adequately organized and trained, he recommended that the National Security 
Council, on the basis of recommendations by the Department of Defense, deter- 
mine the size and composition of the military Reserve forces needed in the light 
of eurrent and future national security requirements. He recommended that 
the Department of Defense prepare for the consideration of the National 
Security Council a program for the establishment of an immediately callable 
Reserve and of a selectively callable Reserve, each to be of appropriate size 
and composition. He recommended that the Department of Defense prepare for 
consideration of the National Security Council a training program for the im- 
mediately callable Reserve. 

These recommendations were in accord with the proposals made by the Com- 
mission in its report—that the Active Reserve be geared to a realistic mobiliza- 
tion base; that those reservists who were not participating in Reserve activities 
he ealled to active duty by the Selective Service System in the event of emer- 
geney; and that realistic training programs for the Reserve be developed and 
implemented. 
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In response to the report of the Director of Defense Mobilization of January 6, 
the President on January 8, 1954, stated in a letter to Dr. Flemming that in gen- 
eral he agreed with Dr. Flemming’s analysis of the pressing need to strengthen 
our Reserve forces and with his recommendations as to the best way in which 
to approach the problem. He requested Dr. Flemming to proceed with the 
preparation of another report dealing with these issues to be presgnted to the 
National Security Council not later than April 1, 1954. (See attachment.) As 
you may know, this report was delayed and was only submitted last week for 
consideration by a special task force of the Office of Defense Mobilization prior 
to its transmission to the National Security Council. 

In his state of the Union message the President stated that “Studies of mili- 
tary manpower have been completed by the National Security Training Commis- 
sion and a committee appointed by the Director of Defense Mobilization. Evident 
weaknesses exist in the state of readiness of our Reserve forces. Measures to 
correct these weaknesses will be submitted later to the Congress.” 

On January 12, the President requested this Commission to counsel the Office 
of Defense Mobilization in the preparation of plans for developing and main- 
taining an adequate Reserve Establishment for presentation to the National 
Security Council. (See attachment. ) 

On January 28, 1954, the Director of Defense Mobilization in a letter to the 
Commission noted that the President had requested that he arrange for further 
consideration of the recommendations made by the National Security Training 
Commission and the Office of Defense Mobilization for the preparation of papers 
elating to the Reserve for presentation to the National Security Council. He 
requested that the Commission work with the Office of Defense Mobilization in 
this regard, (See attachment.) 

Che Commission at this time is assisting the O7ice of Defense Mobilization, as 

member of its task force, in the preparation of papers requested by the Pres- 
dent regarding the basic recommendations of the Department of Defense rela 
tive to the size, composition, and training of our Reserve forces. 

The Commission has an important responsibility in assisting in these valuable 
studies. We believe that once the studies are fully complete, we will have the 
basis, for the first time in many years, for building a really strong and realistic 
Reserve, something the Nation has been lacking in the past. 

As a result of the studies of the past 18 months and of the next 6 to 12 
months, it is believed that a truly comprehensive study of the entire Reserve 
Establishment will be made available for the consideration of Congress. 

As is no doubt apparent to you, the Commission will be fully occupied between 
now and the end of this fiscal year in assisting the Office of Defense Mobiliza- 
tion in the preparation of their studies for the National Security Council and 
in assisting in the consideration of these studies by the National Security 
Council. 

Finally, the Commission, as well as the other interested agencies—the Office 
of Defense Mobilization, the Selective Service System, the Department of 
Defense, and the Department of Labor—will, I am sure, be expected to come 
forward with appropriate legislative recommendations for the purpose of im- 
plementing the decisions which will be reached by the National Security Coun- 
cil and the President. This will, of course, subsequently involve hearings in 
both the House and the Senate sometime in fiscal year 1955 if not before. 

You will note that the President, in his budget message, stated: “This budget 
provides for the continuing of a small staff for the National Security Training 
Commission.” The amount approved by the President for fiscal year 1955 is the 
sum of $55,000. This appropriation request is outlined in our formal submis- 
sion to the Congress which I would like to insert into the record at this point. 
This sum was approved in full by the House of Representatives. 

We feel that the amount of $55,000 requested for our 1955 budget will enable 
us to maintain the Commission’s staff at a realistic and efficient working level. 
This will be necessary in order for us to carry out the task assigned to us by 
the President and to contribute to the solution of the problem of building an 
equitable and realistic Reserve. 

Thank you very much for your kind attention. 
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{Immediate release, July 23, 1953] 
James C. Hagerty, Press Secretary to the President 
THE WHITE House 
STATEMENT BY THE PRESIDENT 

I have nominated to the United States Senate Julius Ochs Adler, Warren 
Atherton, and Dr. Karl T. Compton to fill the vacancies now existing on the 
National Security Training Commission. 

The National Security Training Commission was created by Public Law 51, 
82d Congress, to study and submit national security training plans and exer- 
cise civilian control over such a program. The 8 gentlemen whose names I 
have submitted to the Senate, serving with the 2 military members, Lt. Gen. 
Raymond 8S. McLain (retired) and Adm. Thomas C. Kinkaid (retired), will 
complete the membership of this Commission. Upon his confirmation by the 
Senate, I shall designate Mr. Adler to be chairman. 

I am requesting the Commission to submit to me not later than December 1, 
1953, a report which shall include, but not be limited to, (1) an examination of 
inequities in the present method of securing men for our Armed Forces’ Reserves 
and the burdens imposed, with suggestions to remedy these inequities; (2) the 
feasibility and desirability of operating a military training program to supply 
trained nonveteran Reserves while at the same time continuing induction for 
service; and (3) the relationship of such a program to the building of a strong 
and equitable citizen Reserve sufficiently advanced in training to permit Regular 
forces to expand rapidly from peace strength to war strength. I am also 
requesting the Office of Defense Mobilization to submit to me by December 1, 
1953, a definitive report on the availability of manpower to operate simultane- 
ously a military training program and supply our active-duty military personnel, 
including an analysis of the impact of such a program on our requirements for 
agricultural, scientific, professional, technical, and skilled personnel. 

I am confident that it is the will of this Nation that the responsibilities for its 
defense should be shared as equally as possible by all of its citizens. 

And yet, as our veterans of Korea return home they find themselves under 
legal compulsion to shoulder a 6-year Reserve obligation. Our only effective 
military Reserve under this present system is—and apparently will remain— 
composed almost wholly of men who have already served the Nation in the 
Korean war, World War II, or both. 

I also find that under the present system thousands of our young men have 
not yet assumed any military obligation to our country. Men who have not been 
inducted for Korea not only escape the ordeals of that conflict. They also 
undertake no Reserve obligation. 

Thus our system requires our soldier of today also to carry the future na- 
tional defense burden ahead of the man who has received no training, has done 
no service, and has assumed no Reserve obligation. 

These inequities appear to me to directly contravene some of the most basic 
principles of our society. 

I have had doubts, and have voiced them publicly, that sufficient manpower 
would be available to supply our active-duty military personnel requirements 
and a military training program at the same time. I have, however, reviewed 
our manpower data in the light of the recent reduction in the size of the stand- 
ing forces, and I am hopeful that the studies I have requested on this matter 
“an produce suggested remedies for the inequities which have long characterized 
our military manpower policies 


THE WHITE House, 
Washington, August 1, 1958. 
Hon. JULIUs OcHs ADLER, 
Chairman, National Security Training Commission, 
Washington D. C. 

DrarR Mr. CHAIRMAN: The National Security Training Commission, of which 
you are chairman, was created by Public Law 51, 82d Congress, for the purpose 
of studying and submitting plans upon national security training and of exercis- 
ing civilian supervision and control over such a program once it is inaugurated. 

As part of the administration’s overall review of national defense policies and 
programs I request the Commission to submit to me not later than December 1, 
1953, a report which shall include, but not be limited to, (1) an examination of 
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inequities in the present method of securing men for our Armed Forces’ Reserves 
and the burdens imposed, with suggestions to remedy these inequities; (2) the 
feasibility and desirability of operating a military training program to supply 
trained nonveteran reserves while at the same time continuing induction for 
service; and (8) the relationship of such a program to the building of a strong 
and equitable citizen Reserve sufficiently advanced in training to permit Regular 
forces to expand rapidly from peace strength to war strength. 

I am sure that your Commission will receive the utmost measure of coopera- 
tion from the Department of Defense, the various armed services, the Selective 
Service System, the Office of Defense Mobilization and all other interested 
agencies in preparing your report. 

I have requested the Director of Defense Mobilization to submit a report to 
me not later than December 1, 1953, dealing with the question of manpower 
availability for such a program. I know that the Commission, as well as the 
other interested Government agencies mentioned above, will be of great assist- 
ance to the Director of Defense Mobilization in the preparation of his report. 
Through the full cooperation of all concerned, I am certain that results of lasting 
value to the Nation will be achieved. 

I extend my best wishes of success to the Commission in carrying forward 
its important task. 

Sincerely, 
DwicHr D, EIsENHOWER. 


Tue WHITE Hovussg, 
Washington, January 8, 1954. 
Hon. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 

DEAR Mr. FLEMMING: In general, I agree with the analysis contained in your 
letter of the sixth, of the pressing need to strengthen our Reserve forces and 
with your recommendations as to the best way in which to approach the prob- 
lem. 

I request, therefore, that you proceed with the preparation of a paper dealing 
with these issues and for its presentation to the National Security Council not 
later than April 1, 1954. 

Please express to the members of the Committee on Manpower Resources for 
National Security my deep appreciation of the very fine basic document on our 
manpower resources that they have made available to us. 

Sincerely, 
DwicHtr D, ElseENHOWER. 
— 
[Immediate release, January 12, 1954] 
James C. Hagerty, Press Secretary to the President 
Tue WuHiIre House 


The President today made public the following letter to Maj. Gen. Julius 
Ochs Adler (Ret.), Chairman, National Security Training Commission 


Maj. Gen. JuLius OcHs ADLER (Ret.), 
Chairman, National Security Training Commission, 
Washington 25, D. C. 

Dear GENERAL ADLER: It meant a great deal to me to have the opportunity to 
discuss with you plans for arriving at decisions relative to the size and composi- 
tion of our reserve forces. It will be of immeasurable assistance to the Office of 
Defense Mobilization, in its preparation of plans for presentation to the National 
Security Council for developing and maintaining an adequate reserve establish- 
ment, to have the benefit of the continued counsel of the National Security 
Training Commission. 

Because of the wealth of information and experience with this problem which 
your Commission has gained in its long studies and investigations I suggest that 
you arrange to work closely with the Director of Defense Mobilization, Arthur 
S. Flemming. 


44991—-54 50 
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The expression of deep appreciation I feel for the long hours of effort that you 
and your associates have contributed in the preparation of the excellent report 
submitted to me has been too long delayed. Your report will be of great value to 
all who are concerned with meeting this great national military need. 

May I as well convey my personal regards to you and to each member of your 
Commission 

Sincerely, 
DwieHTr D. EISENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., January 28, 1954, 
Maj. Gen. JuLIUus OcHsS ADLER, 
Chairman, National Security Training Commission, 
Washington 25, D.C. 

Dear GENERAL ApLeR: I sincerely appreciate the willingness of the National 
security Training Commission to assist in the work requested by the President 
s a result of the reports submitted to him by the National Security Training 
Commission and the Office of Defense Mobilization 

Enclosed is a copy of my letter to the President, dated January 6, 1954, which 
mtains my recommendations on the use of our nanpower resources for national 
ecurity, together with the President’s reply to me. There is also enclosed a copy 
f the report of the special OOM Committee on Manpower Resources for National 
Security which provided the basis for certain of my recommendations. 

As you will note, the President has requested that I arrange for the further 
onsideration of the recommendations made by the National Security Training 
Comission, the Committee on Manpower Resources for National Security, and 
the recommendations contained in my letter to him, and for the preparation of 
papers on these matters for consideration of the National Security Council. I 
feel it would also be very helpful to have the collaboration of your Commission 
n the preparation of those papers for which the Office of Defense Mobilization 
has primary responsibility and also in considering, as soon as they are available, 
the basic recommendations of the Department of Defense relative to the size, 
composition and training of our reserve forces. 

I have requested the Secretary of Defense, the Secretary of Labor and the 
Director of the Selective Service System to designate members of their staffs to 
work with us on the preparation of these papers. You are cordially invited to 
designate a representative of your Commission to assist in this work and to 
participate actively in bringing to a successful conclusion the projects which the 
President has requested that we undertake. 

Sincerely yours, 
ARTHUR 8S, FLEMMING, Director. 


Porr Factuiries ar SAN FRANcISsco 


STATEMENTS OF D. W. FROST, PORT OF OAKLAND; D. L, DULLUM, 
REPRESENTING ENCINAL TERMINALS; AND CHARLES P. 
HOWARD, REPRESENTING HOWARD TERMINAL 


GENERAL STATEMENT 


Senator Frreuson. The next is the distribution of Army cargo 
shipping; and we have Donald Dullum, Charles Howard, Dudley 
Frost, and some Army witnesses. 

The Senator from California, Mr. Knowland, is interested in this 
matter. 

This is the distribution of Army cargo shipping. 

Mr. Frost. My name is Dudley Frost and I am the general manager 
of the port of Oakland, Calif. I have with me today Mr. Charles 
Howard, president of Howard Terminals, in Oakland, Calif., and 
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Mr. Don Dullum, president of Encinal Terminals, in Alameda, Calif., 
representing those ports on the San Francisco Bay. 

[ have a statement I would like to make in connection with military 
cargo, security, and nonsecurity cargo. 

Since November 10, 1950, the undersigned have attempted to per- 
suade the Army that a fair share of nonsecurity cargo tonnage, now 
for the most part handled at its own port of embarkation facilities 
in Oakland, should be allocated to the several public ports and private 
terminals located in the San Francisco Bay area, 

This subject has been discussed with the Army headquarters at 
Kort Mason, San Francisco, with the Office of the Chief of Trans- 
portation in Washington, ee a with our several Senators and Repre- 
entatives, by correspondence with Mr. E. A. Young, Special Assistant 
of the Department of the Army, and with Mr. Rogers Kyes, then 
Under Secretary of Defense. The results of these efforts find 
exactly where we started. We are without progress. 

We, therefore, ask the privilege of submitting to this committee a 
brief explanation of the subject under discussion, a summarization of 
the Army’s position as we understand it and a statement of our 
proposals: 

1. The Subject: During the World War II emergency, the port and 
terminal facilities about San Francisco Bay were used to capacity in 
wehalf of the war effort. All of these were on a tariff basis. 


NATURE OF SAN FRANCISCO BAY AREA PROBLEM 


Senator KnNowianp. Might I interrupt at that point, Mr. Frost, 
ind ask whether in your judgment the situation which is applicable 
to the San Francisco Bay area would also apply in other sections of 
the country or is this something that only applies in our bay area. 
i think the committee would like to know whether this is a general 
problem which exists or whether it is limited to the bay area. 

Mr. Frost. We believe it is limited to the bay area because of the 
large installations on San Francisco Bay, Senator. 

Senator Frreuson. Well, we will receive your statement in the 
record so it will be included, and now you may comment on that. 

Mr. Frosr. I would like to comment on certain parts of the state- 
ment. We have filed this statement with the committee. 

In 1947, on instructions from Washington, the Army, through Fort 
Mason in San Francisco, did ship considerable civilian relief cargo 
through these ports and terminals on an allocation basis worked out 
at Fort Mason. 

This continued for some months, then the movement dwindled until 
the Korean war started. Since 1950, no direct allocation of Army 
cargo has been made excepting several food relief cargoes in 1953. 
The port of Stockton, under a negotiated agreement, has handled con- 
siderable Army tonnage, and a small volume was handled through 
Parr-Richmond Terminal on two short-term contracts. 


PUBLIC PORTS AND PRIVATE TERMINALS 


The position of the undersigned has been and is: That public ports 
and private terminals are a definite part of transportation; that as 
stated, these facilities were used to capacity in the World War II 
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emergency; that during the postwar period allocations were made 
by the Army of nonsecurity cargo and that such allocations helped 
materially the organization and operating maintenance of said public 
and private facilities in that difficult readjustment period. At that 
time other forms of transportation were used in the same manner 
the ports. 

Therefore, if these facilities were an essential factor in one emer- 
gency, they would prove essential in another emergency; if it was 
possible for the Army to work out an allocation arrangement in 1947, 
it is possible to work out one now; and the effective relief afforded 
then by those allocations would afford, owing to conditions, similar 
and much needed relief now. 


PORT AND TERMINAL CHARGES 


These ports and terminals charge for the use of their facilities and 
services rendered in accordance with rates published in their tariffs 
approved by the Public Utilities Commission of the State of Cali- 
fornia and the Federal Maritime Board as being just and reasonable. 

Such rates apply practically uniformly on all commercial tonnage 
handled and preferably, it would be the desire to handle Army cargo 
on this tariff basis. But should the Army tonnage volume warrant, 
differentials should be negotiated, and such a proposal has been 
offered to the Army. 

The Army so far has stressed contract bidding for this Army ton- 
nage. The ports and terminals point out that this is unsound because 
in times of emergency no single, low-bid terminal or port could pos- 
sibly handle the tonnage or render necessary services. 

Furthermore, the Army has in effect with several steamship com- 
panies a schedule of rates which are uniform as between those steam- 
ship lines and which rates apply to the transportation of cargoes which 
the military is shipping. 

We have and will furnish you the names of those steamship lines. 

We believe the Army should change its views and allow the assess- 
ment of uniform rates, and allocate the nonsecurity cargo which the 
Army and Navy are now, but should not be, handling over their facili- 
ties. This would greatly assist the ports and terminals in maintaining 
their facilities and trained personnel. 


TRAINED PERSONNEL 


Incidentally, in connection with trained personnel, each of the ports 
represented here has a program where Regular Army and Navy people 
are trained on our own facilities, which we feel is a good thing; and 
we are happy to do it. 

The maintenance and operation of commercial docks that have stood 
the test of business competition, staffed with experienced, competent 
help, ready to aid in any crisis, can be accomplished only by keeping 
these docks in a healthy condition. 

Why, we have asked and now ask again, should Army and Navy 
facilities maintain their operations through handling nonsecurity 
tonnage in peacetimes and deprive commercial ports and terminals of 
a fair share of that tonnage?’ Why should commercial docks suffer 
because of concentration at military facilities and in particular in the 
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San Francisco Bay area which affect these ports that we have under 
discussion ¢ 

It would seem most definitely proper and fair that this present 
Army and Navy procedure be samme 


TRANSPORTATION POLICY OF THE ARMY 


Now I should like to state the position of the Army by quoting from 
a number of its letters and communications that we have received in 
connection with the negotiations that 1 am discussing. I would now 
like to summarize the position of the Army. 

(a) It is the policy of the Chief of Transportation to route through the port 
of embarkation facilities only that volume that provides an efficient, balanced 
operation—all tonnage in excess of that level to be offered to commercial 
facilities. 

(Excerpt from letter attached, dated May 26, 1953.) 

That letter is signed by T. A. Young, Special Assistant to the Office 
of the Secretary of the Army. 


ARMY AND NAVY FACILITIES 


Senator Frrauson. To what extent do they have facilities now, the 
Army and the Navy? 

Mr. Frosr. The Navy’s installation I am unable to say exactly what 
it is, but as I understand, it is the largest naval supply depot in the 
naval service and it is right on the San Francisco Bay, adjacent to the 
ports that we are talking about, absolutely adjacent to it. The Army 
has an extremely large supply depot and Army base there. 

Senator Frerauson. How much dock space have they? Do they 
have a surplus so that their ships have to wait to be unloaded ? 

Mr. Duttum. Not that I know of. 

The Medical Corps have a large depot and the Naval Air has a large 
depot. They have dockage fac ‘ilities that would probably accommo- 
date 34 to 45 vessels. T hey are very extensive. 


COST COMPARISON WITH MUNICIPAL FACILITIES 


Senator Frrauson. Have you tried to compare the cost of docking 
with the municipal facilities as compared to the other ¢ 
Mr. Frost. Yes, we will cover that in a moment. 


(b) In the interest of national defense, it is essential that the Army maintain 
port facilities capable of processing security cargo which would be required in a 
period of emergency. The only manner in which such facilities can be sustained 
is to route through them sufficient volume to provide an efficient and balanced 
operation. Under current Army policy all tonnage in excess of sustaining level 
is offered to commercial facilities. 

(Excerpt from letter attached, dated September 25, 1953.) 

A copy of that letter is to be furnished to the committee. 

(c) The Army concentrates its cargo handling here at its large port 
of embarkation on Oakland’s waterfront on the east side of San Fran- 
cisco Bay, so large that a “balanced operation” or a “sustained” volume 
has not reached the point of “excess” offerings to commercial facilities. 

(d) Certain volume of Army cargo moved through the port of 
Stockton on a negotiated-rate basis, such cargo apparently being that 
stored by the Army adjacent to Stockton. 
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(e) In 1951-h2, two bid contracts were awarded Parr-Richmond 
Terminal, that is one of the terminals on the San Francisco Bay, on the 
first, 29,885.25 measurement tons were handled; on the second, no fig- 
ures are available, but we believe it was less than the first. 

(7) Since early 1952, the Army port of embarkation has handled 
practically all of the Army cargo ship ped from this area, and the set 
at its naval supply depot has handled practically all of the Navy 
tonnage, to the practical exclusion of the public ports and private 
terminals. 

(9) Bri ig. Gen. Ralph I. Glasgow re ported, according to the Janu 
ary 21, 1954, issue of the Daily Commercial News, rightfully bragging 
a little, I think, in connection with that tonns ge, and he said that the 
port of embarkation at Oakland, in 1953, experienced its heaviest 
cargo year since 1945. 


POSITION OF PUBLIC PORTS AND PRIVATE TERMINA 


The position of the public ports and private terminals by those 
here and signing this report is as follows: 

(a) We ask that a fair share of the nonsec urity Army and Navy 
cargo be allocated to the commercial port and terminal facilities about 
San Francisco Bay. Steamer lines, railroads, and other forms of 
transportation are so participating. 

(6) The Army and Navy depots are each handling practically all 
of the tonnage—security and rionsecurity—of their respective depart- 
ments shipped out of San Francisco Bay. We have no knowledge as 
to cost factors at these two departmental depots, but if the Army and 
Navy are not prone to a program of cargo allocation to commercial 
docks, as suggested, then we earnestly request, in order to determine 
a true comparison between Army and N: avy terminal handling costs 
and those charged at commercial facilities, that a study be made by 
any one or more of the following qualified sources : 

(1) Stanford University Research, Palo Alto, Calif. 

(2) School of Business Administration, University of California. 

(3) Mr. J. A. MeCremiff, senior transportation rate expert, Cali- 
fornia Public Utilities Commission, San Francisco. 

(4) Mr. Philip FE. Linnekin, C. P. A., Oakland, Calif., who assisted 
Mr. Howard C. Freas, now an Interstate Commerce Commissioner, in 
making the Freas formula study of ports and terminals for the Fed- 
eral Maritime Commission. 

Finally, the undersigned want it definitely understood that we seek 
no subsidy, undue adv: ant age, or premium. We contend that terminal 
handling economies can be gained, either by application of commercia] 
tariff rates as compared with Army and Navy handling, or by a nego- 
tiated uniform rate base for all San Francisco Bay terminals. 

We urgently recommend that action be taken or that legislation be 
enacted in behalf of national security and national economy which 
would provide for use of the facilities and services of commercial ter- 
minal operators, and which would clearly define what constitutes 
security and nonsecurity tonnage, thus eliminating the parelleling. 

We therefore strongly repeat our protest against the continuance of 
the Army and Navy in the terminal transportation field and their 
diversion of nonsecurity and/or commercial cargo from its proper 
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channel thus depriving those interests to whom such cargo rightfully 
belongs of their proper volume. 
Senator KNownanp. I would like to ask a question if I may. 


USE OF PRIVATE AND PUBLIC FACILITIES IN EMERGENCY 


As I understand your presentation here, it hinges primarily, and 
if I am mistaken correct me, on two factors: One is that in time of 
war, even with the extensive facilities that are av: ailable either there 
or perhaps elsewhere in the Nation, it is necessary for the Defense 
Establishment to use private and publicly owned port facilities. 

Mr. Frost. Very definitely. 

Senator KNowLanp. No matter how extensive the Army and Navy 
Establishments may be at the present time, they are not extensive 
enough in the case of full mobilization, or in the case of major inter 
national conflict ; is that correct ? 

Mr. Frosr. That is correct. That was demonstrated very con- 
clusively in World War II. 

Senator Knowranp. Secondly, that, if that be true, at least your 
contention is that therefore during a period of peacetime that at 
least some portion of the nonsecurity cargo should move over the 
privately and publicly owned port facilities, both from the point of 
view of economically being of assistance in keeping these facilities 
going, otherwise some of them might have to close down perhaps, and 
secondly for the mutual training that would be secured on the part 
of both the Army and the private facilities working together and 
moving cargoes of that type; is that substantially your position ? 

Mr. Frost. That is correct. We have a regular training program 
where certain military personnel are assigned to our ports to study 
the commercial handling in order that they may know our methods, so 
that they may be integrated with the Army methods during times of 
emergency. We conduct those programs. 


ACCURACY OF ARMY COST FIGURES 


Senator Knowtanp. The second thing is, I understand that there 
is at least an implication in your statement that you believe the figures 
which the Army may be using on costs may not be the entire picture 
that a thorough study of what it is actus ally costing to operate these 
port fac ilities may disclose, that if all of the hidden ¢osts are taken 
into being that actually there is no economy in using the Army and 
Navy facilities vis-a-vis the private and public port fac sabre 

Mr. Frost. That is correct, that is our position, and we ask that 
that type of study be instituted in order that those facts may be ob 
tained and we, of course, would be happy to rest on the facts. 

Senator Know.anp. Now, the third point, however, which con 
fronts both the Congress and the Defense Department is this: | 
think, if we were starting out de novo and the question arose as to 
whether additional facilities should now be constructed, certainly 
great consideration should be given as to whether the private and 
publicly owned port facilities were available and to prevent a dupli- 
cation of investment and a duplication of competition. 

Of course, we have in this particular situation a case where both 
the Army and the Navy, or, I will say the American people, as tax 
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payers, have made a considerable investment in those facilities, which 
apparently in peacetime are more extensive than are necessary. 

What is a problem in a port operation if by allocating a certain 
amount of this tonnage, as you suggest, it becomes necessary to close 
down part of the existing Army and Navy facilities? What is the 
problem involved in that kind of an operation in the overall cost 
figures ? 

Mr. Frost. In the first place, Senator, the tonnage that we are 
talking about is so small a part of the total tonnage handled in those 
military establishments in that vicinity that it could not affect ma- 
terially the operation of those facilities. 

I mean the difference between a few thousand tons which a com- 
mercial operator would handle would make very little difference to 
any of those installations out there. You have your transit sheds 
and your piers and the difference between a few thousand tons would 
make no difference to them whatsoever insofar as cargo down or 
curtailing materially their operations. 


NONSECURITY TONNAGE 


We are only talking about a very small percentage of the tonnage 
handled. That is only nonsecurity tonnage, of course. 

It is a very small amount that we have under consideration here. 

Senator Knowranp. There is one additional problem that might 
come up in the minds of the committee and others considering this 
problem, of course you have mentioned that the security tonnage 
would in any event be handled over the Army and Navy docks, but 
in the case of nonsecurity tonnage what has been the experience in 
the event of waterfront downs, such as we have had in the San Fran- 
cisco Bay region? Has the Army and Navy facilities been able to 
operate at a time when the public and private port facilities are not 
able to operate? 


LABOR STRIKES AND WATERFRONT TIEUPS 


What would be the answer to that problem? Should you have 
another waterfront tieup, where it was necessary to move nonsecurity 
cargoes, what would be the answer ? 

Mr. Frost. I am going to ask Mr. Howard or Mr. Dullum to answer 
that. 

Mr. Howarp. The experience has been that when there has been a 
labor strike, all facilities have been affected. But when it comes to an 
emergency, the Army and Navy have insisted that they move their 
cargo. So that the unions in that instance, in those instances, do 
move cargo. 

But I do not believe outside of the war period when we had no 
strikes during the war period, as they come in peacetime, and I don’t 
believe that that would seriously affect any movement of nonsecurity 

cargo because they are only of short duration anyhow. 

Senator Frerevson. Even though it was on your dock, even though 
the ship was docked at your dock, that if the Army insisted on unload- 
ing and loading during a strike, they would unload it? 

Mr. Howarp. Not at our dock; they would have to take it to their 
dock. 
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Senator Fereuson. They would have to shift the cargo? 
Mr. Howarp. Yes. 


ARMY AND NAVY LONGSHOREMEN 


Senator Knowtanp. Are the Army and Navy using longshoremen 
through hiring halls or do they use civil-service employees! 

Mr. Howarp. The Navy operates independently, in certain of its 
gangs, I believe, and I don’t know whether the Army does now or not. 

But the Navy does to a certain extent. There has never been any 
serious delay on that. I don’t believe there has in peacetime or in any 
emer, gene y. 

Mr. Frosr. The answer partis illy to that, Senator, is because this 
problem is peculiar to the San Francisco Bay area, and throughout 
the Nation private and commercial docks, toa large extent, hz indle that 
kind of cargo, the treatment would be the same if we were handling 
that cargo, whatever it may be. 


PRIVATE SHIPPING 


Senator Fercuson. How much of the military, Army and Navy, is 
shipped in private shipping! 

Is it all military ships? 

Mr. Frost. Much of it is in private shipping and I think Mr. Dullum 
could come close to answering that. 

Mr. Dutium. In the movement of cargoes to Korea, much of it has 
been transported on American-flag commercial vessels. 

Mr. Frost pointed out, in his statement, that these steamer-line ves- 
sels, and there are nine of them in this particular conference, have an 
arrangement with the military for the transportation of this cargo at 
contract rates which are uniform as between the various lines. 

Senator KNowtanp. In other words, your point is that there should 
be somewhat the same arrangement as between the port operations, 
vis-a-vis the private and public port bodies on the allocation of car- 
goes, as there now is as between presumably the Military Sea Trans- 
port Service and the private operators in carrying cargoes. 

That is for basically the same reason that if you get into trouble, 
you are going to need more than the Military Sea Transport Service 
to make the country logistically able to support the forces. 

Mr. Frosr. It is only, one of the links in the chain in the movement 
of cargo from its point of origin to its point of destination, over the 
docks and on the ships, and the trucks and the trains. 

Those arrangements are in effect with other forms of transportation 
and in other locations in the country, but not in our particular area 

Mr. Howarp. May I add to that: That in our statement we defi- 
nitely feel that we are a part of transportation, and we are definitely 
a part of it. 

Therefore, we should not be segregated from it. 


NONSECURITY CARGOES DEFINED 
Mr. Duttwum. The specific cargoes that we are interested in, the 


nonsecurity cargoes, are the cargoes or merchandise that is required 
in the feeding of people, in the rehabilitation, and after a war has 
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occurred, That type of cargo is what we are interested in. It is 
not the cargo that is used for combat purposes. 

Senator Henprickson. It might include clothing and uniforms. 

Mr. Duttum. No; we have in mind more that which is required for 
the civilian consumption in an area. 

Senator Henprickson. Mr. Frost, do you think this problem is 
confined solely to San Francisco Bay area ? 

Mr. Frost. I wouldn’t think it was confined solely to there. We 
have, of course, no way of making studies throughout the entire 
Nation. But with our contacts we know that that is a major problem 
existing on the San Francisco Bay to an extent that we know of 
nowhere else. 

Senator Henprickson. Coming from the east coast, I would think 
it might apply to the port of New York. 

Senator Knownanp. That is why TI raised the question, because 
there might be a number of other places. 

Senator Henprickson. You would feel that the policy that you are 
advocating should apply wherever there is a condition such as you 
cle scribe 4 

NATIONAL POLICY 


Mr. Frost. It should be a national policy, regardless of the port. 

Mr. Dutt. Our problem is particularly acute because we are not 
participating in any of this cargo whatsoever, and it is only because 
the military installations in that area are so large, and they are main- 
tained at almost a wartime peak. 

Mr. oes Not from a personnel standpoint, but from a physical 


standpoint. 

Mr. Duttom. That is correct. 

Senator Frrevsos. Thank you very much, gentlemen. 

Senator KNowranp. I think we have the Army and Navy here and 
I would like while these gentlemen are here for the milit: ary people 
to discuss this situation so that we might make some inquiries of it. 

Senator Frerevson. We have Major General Yount, Chief of the 
Pransportation Corps, and we have Admiral Denebrink, who is com- 
mander of the Sea Transport Service. 

Perhaps we can hear from the general now. 

Senator Knowranp. I would like to ask, before the Army witnesses 
vet on, Admiral Denebrink, of the Military Sea Transportation Serv- 
ice, Whether or not it is correct that in the landing of cargoes, such 
as are mentioned, that a part of the cargoes are handled in private, 
nonmilitary sea transport vessels along with the cargoes that are 
handled by your own Military Sea Transport Service? 


STATEMENTS OF VICE ADM. FRANCIS C. DENEBRINK, COMMANDER 
OF THE MILITARY SEA TRANSPORT SERVICE; AND MAJ. GEN. 
PAUL F. YOUNT, CHIEF OF TRANSPORTATION, DEPARTMENT OF 
THE ARMY 

USE OF AMERICAN-FLAG SHIPS 
Admiral Denesrink. You are exactly correct, Senator. We utilize 
private American-flag merchant shipping to a tremendous degree 


in moving our cargoes, and currently in excess of 60 percent of our 
dry cargo is being moved in American-flag berth operated vessels. 
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Senator Know.anp. Could you give any rough approximation dur- 
ing wartime, any figures in World War I or World War LI or even the 
Korean operation, as to what percentage would be handled normally 
in the event of that kind of an operation what would correspond to 
your own Military Sea Transport Service and what percentage of the 
cargoes would be handled by other vessels which you had taken over 

yr made use of in order to handle your cargoes. 

Admiral Denrerink. We rely heavily upon the private merchant 
marine to handle our cargoes, and in wartime of course these merchant 
-hips would be taken over by the Government and would be operated 
n some form by the Military Sea Transportation Service. 


IMPORTANCE OF MERCHANT MARINE 


Senator KNowLANpb. But there is no question of doubt about it, 
that without a functioning pr ivate merchant marine, you do not have 
enough vessels in either active operation or in mothballs to handle 
it with your presently available military sea transport ? 

Admiral Deneprink. I would like to emphasize the great impor- 
tance of our private merchant marine to the Department of Defense. 
Without an adequate private merchant marine, we would find our- 
elves in a great dilemma, and facing terrific handicap. We must 
have the adequate private merchant marine, and we rely upon it both 
In peace and in war. 

Senator Knowranp. That is all of the questions I have for the 
Admiral. 

Senator Frrevson. Admiral, has the Hoover Commission looked 
into this question as it might be considered as competing with private 
industry? Do you know of any surveys that they have made there, 
in their task force ? 

Admiral Deneprtnk. I do not know of any survey that is cur- 
rently going on in that particular area. We had a recent commis- 
sion going into our affairs, but it was the Sarnoff Commission. 

Senator Frreuson. Being a member of that Commission, I think 
we might show this part of the record to the task force and they may 
want to look into this. 

Senator KNow.anp. I think it is one that the chairman of the 
Appropriations Subcommittee might very well submit the record to 
the Commission and ask them to make a thorough investigation and 
study of the cost features. 

Senator Fercuson. You may proceed. 


PREPARED STATEMENT 


General Yount. I have a prepared statement which was prepared 
for General Miller and I will be very glad to read it into the record 
if you wish. 

Senator Frreuson. It will be inserted, and if there are any re- 
marks you wish to make you may do so. 
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(The statement referred to follows :) 


STATEMENT BY Bric. Gen. Haro_p T. Mitter, AssistAnr CHirr oF TRANSPORTA- 
TION, ON DISTRIBUTION OF ARMY CARGO SHIPPING IN THE SAN FRANCISCO Bay 
AREA 


Mr. Chairman and gentlemen, I am appearing before you to present the views 
of the Department of the Army in regard to the distribution of Army cargo 
shipping in the San Francisco Bay area. 

Before starting discussion of the terminal services which are the subject of 
this hearing, it should be emphasized that, whether this cargo passes through the 
Oakland Army Base or over a commercial terminal, all actual handling (and 
related clerical work) of the cargo from railroad car or truck and from pier to 
ship is by contractors who have obtained the work on a competitive-bid basis 
(fixed price per ton). 

What is of prime interest in this hearing is the terminal operation exclusive 
of stevedoring * * * an operation which employs about 49 men at Oakland Army 
Base in supervision of the contractors engaged in car unloading, terminal 
operations and stevedoring. These men would be employed checking on the 
same work if part of it were performed at a commercial pier and the irreducible 
balance left at the military terminal. There would be no saving in personnel at 
Oakland Army Base incident to any diversion of cargo to a commercial terminal. 

Second, of the total tonnage controlled by San Francisco Port of Embarkation, 
only a portion goes through terminals in the San Francisco Bay area. Army 
export cargo is routed via that mode of transportation and port which produces 
the lowest overall landed cost and still meets military requirements. This 
results in considerable cargo going via other California ports, such as Long 

Seach to the south and Stockton to the northeast. Among the terminals in the 
San Francisco Bay area, Parr Richmond has handled 31,428 measurement tons 
during recent months on this basis. 

Finally, of Army exports via the bay area, some is cargo that is handled 
through specialized terminals—items such as explosives and other dangerous 
cargo, refrigerated commodities, and bulk cargoes such as grain and lumber. 
The balance is general cargo—the commodity in which this hearing is interested. 
Much of this general cargo must be handled over the military piers if we are to 
avoid excessive costs. I am referring not only to security cargo, but also to that 
large group of cargo that must be “processed” at the terminal for shipment; cargo 
which must be accumulated from several sources and “married up” because it 
must arrive at oversea destination as a working unit; cargo that must be held 
at the terminal awaiting forwarding instructions; and finally baggage, house- 
hold goods, and those shipments that normally move on passenger transports. 

After these steps, there remains about 30,000 measurement tons of general 
cargo which could be diverted to commercial terminals if costs were disregarded. 
However, with this present load Oakland Army Base is operating at less than 
70 percent capacity, so that any diversion would decrease its efficiency. In 
addition, the commercial terminal costs of the diverted tonnage would be at a 
higher unit cost. 

If the tonnage to be moved increases substantially, or if special considerations 
indicate a particular lot can be better handled commercially, we intend to offer 
tonnage to commercial operators. For small lots, we are content to pay tariff 
rates. For large lots of several thousand tons per month, we have always 
requested quotations. In the past such requests have often produced replies 
that the operator will be willing to handle the business at his tariff. For all 
such business, other than retail lots so small as not to warrant the solicitation 
of quotations, the routine use of such tariffs is not considered proper administra- 
tion of appropriated funds. 

Finally, I want to emphasize that all of this cargo, both at military and com- 
mercial terminals, is actually loaded or unloaded by the same commercial steve- 
dore contractors. What is under discussion at this hearing is terminal opera- 
tion—not stevedoring or ship handling. The Army has 9 berths at Oakland Army 
Base, and there are about 150 commercial berths in the San Francisco Bay area. 
The present Army export business, and any definite future load, falls far short 
of the normal capacity of the Oakland Army Base berths; and any substantial 
diversion of cargo to commercial terminals merely means leaving Government 
facilities unused, and paying a premium on the business diverted. As stated 
above, the total Army personnel engaged in supervising this work on the Army 
piers is 49 men; and supervision of the undiverted work, plus supervision of any 
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contracted terminal load, will tke at least this number. In addition, based on 
actual computation of a diversified general-cargo movement in 1952, the substitu- 
tion of the suggested commercial terminal operations for Oakland Army Base 
terminal operations would have meant an increase of about 30 percent in the 
appropriated funds required for that item. 

In summary, it is Army policy that the volume of cargo routed through the 
military terminal will be that needed to produce an efficient and economical 
operation. Any excess above this level will be offered to commercial terminals 
in large lots on a low-bid basis; in small lots, on a tariff basis where tariffs are 
used—provided costs are not substantially increased thereby. That policy has 
been followed at the San Francisco Port of Embarkation. 


CON TRACT OPERATION 


General Yount. So far as the operations in our Oakland facilities 
are concerned, in the actual physical handling of the work, it is a con- 
tract operation totally. So that the only real subject I believe for 
discussion is the question of the actual physical facilities that are being 
used, those which are Government-owned, or those that are being 
privately owned. 

Senator Frreuson. The actual work is being done by a private 
contracting firm ? 

General Yount. That is correct. 

Senator Frrcuson. But they use the dock facilities of the—— 

General Yount. Oakland Army Base. 

Senator Ferauson. Do they pay rental for that ? 

General Yount. No; we contract for all of the physical handling 
services now, so that the only item under discussion really is the use 
of the physical facilities, since it is already a privately performed job 
through contract operations, which are on an annual basis, and are 
on a competitive-bid basis. 

Senator Knowxanp. Is that for both security and nonsecurity 
cargoes ? 

General Yount. As far as stevedoring is concerned, it is right across 
the board, Senator Knowland. 

Senator Frereuson. Is that true of the Navy? 

General Yount. No, the Navy has some civil-service stevedores in 
addition to contract. What the division of their work is, I do not know. 

Senator Frreuson. Will you proceed ? 


EFFECT OF DIVISION OF CARGOES 


General Yount. Another point is that actually at the present level 
of cargo movement in the bay area, when you take out the household 
goods which are coming in small lots and are not e: isily susceptible of 
transfer to commercial facilities; when you take out other items that 
have to be married up where certain components come in from one 
depot and certain from another, and they are to go out as a single 
shipment, thus making it desirable that they be handled in our own 
facilities; when you eliminate certain security items, and items that 
are not avail: ible because of their nature for movement through com- 
mercial terminals; we finally get down to where there is only at the 
present. time about 30,000 tons a month that are susceptible of move- 
ment through commercial facilities. If we eliminate that tonnage at 
this time, we feel that the effect of it would be to lower the efficiency 
of our own operating plan. With the termination of combat in the 
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Korean war, we do not have sufficient business going into the Pacific 
to warrant the division of cargo which we have practiced in the past. 
From time to time we have put out cargo to the commercial facilities 
starting back in 1950 and 1951—with the idea of teaching them how to 
handle Army cargo, provide the documentation and so forth. We 
were using it really as mobilization training. 

With our cargo level today, of course, it is far below that. For that 
reason, our present allocation of cargo to the commercial facilities, it 
is way down. In this connection, civilian-aid shipments, which it is 
our policy to move across commercial terminals whenever possible, 
have been reduced from approximately 40 percent of the total cargo 
handled by the San Francisco port of embarkation in fiscal year 1949, 
to ap yproximately | percent of the total cargo handled by the San 
Francisco port of embarkation in fiscal year 1953. 


PERCENTAGE OF TONNAGE INVOLVED 


Senator KNow.Lanp. You say that this 30,000 tons per month would 
be the only amount that would, in your judgment, be available for 
this type of operation even if you decided to do it. How does that 
roughly, percentagewise, compare with the total tonnage? Is it 10 
or 40 percent, or we have no way of estimating whether this is a large 
percentage or a very small percentage ¢ 

General Yount. I have the actual figures here, Senator Knowland. 
In the last month, the total cargo moved from San Francisco was 
208,000 measurement-tons. 

Senator Frreuson. That is outbound, or both ? 

General Yount. Total, both out and in. 

Senator Knownanp. Was that 30,000 figure for the same area? 

General Younr. That isa comparable figure. There is a great deal 
of unit equipment and so forth involved which bulks very large in the 
total measurement tonnage. 


OTHER AREAS WITH SIMILAR PROBLEMS 


Senator KNownanp. Are there other areas of the country where you 

ave, if not a comparable situation to San Francisco Bay, where you 
have adjacent, or more or less adjacent, Army or Navy facilities and 
either public ports or private port facilities ? 

General Younr. That is true at every one of our ports of embarka- 
tion, Senator Knowland. 

Senator KNow.anp. How many ports of embarkation do you have? 

General Yount. We operate in New York, Hampton Roads, which 
operates as a subport of New York, that is the Norfolk Army Base 
where we still have an operation; New Orleans port of embarkation, 
and San Francisco, and Seattle. ‘Thus, there are four primary ports, 
and one subport in operation today. 

Senator Knowtanp. Where, to some extent at least, they might have 
a comparable situation with the bay area? 

General Younr. That is correct, sir. Now, the great bulk of our 
commercial work has been at ports other than those in which we 
operate ports of embarkation. For instance, Stockton does a_very 
sizable business, and it is through commercial facilities. Long Beach 
also has a very sizable business. Even at the present time, that is so. 


] 
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The reason for that is that the cargo which is moving out from those 
points originates relatively close at hand and thus enjoys lower inland 
transportation rates to those ports. In carrying out the basic policy 
of laying down our cargo on a foreign short at the lowest possible 
cost, the c outports other than the areas in which we do operate ports of 
embarkation, do get a higher percentage of the commercial business. 


CONDITIONS UNDER WARTIME OPERATIONS 


Senator Kwow.anp. Is it correct, or is it not correct, that during 
wartime operations, you would not be able to handle your necessary 
cargoes over your own facilities and would have to either commandeer 
or at least make use of the private facilities even in the several cities 
you mentioned, and areas like the gulf, New Orleans, and New York; 
and San Francisco and Seattle ¢ 

General Yount. Very definitely, we would have to utilize commer- 
cial facilities in time of war, Senator Knowland, and the ports of em- 
barkation are not maintained with any thought that they would be 
capable of sustaining our effort in time of war. ‘They are maintained 
for several purposes. One is to have a facility constantly in being to 
take care of the initial impact. 1 think when the Korean episode 
started, the value of those ports of embarkation in being was extremely 
apparent to everyone. With the rising tonnage as the period of 
emergency went on, we would immediately fan out into the commercial 
facilities. However, they have commercial business, and at that ini 
tial impact, we must have in our judgment facilities in being to carry 
It. 


Those facilities must also bear some relation to our outshipping ca- 
pabilities. In other words, if we have units in the United States that 
are available for movement, and supplies, there must be a relationship 
between our present out-shipping capabilities and the immediate re- 
quirements upon impact of war, and not the long-range requirements 
There is another factor that comes into this. 


WORLD WAR IL TONNAGE OVER COMMERCIAL DOCKS 


Senator Fereuson. What percentage during the Second World W: 
used or was used on commercial docks ; do you know ¢ 

General Younv. I do not have that right here. We will get that for 
the record. 

Senator KNow.anp. Could you get the tonnage that passed over 
our own facilities in World War II, that is, Army and Navy port fa- 
cilities, and what percentage passed over private or publicly owned 
commercial facilities ¢ 

General Yount. I am sure we can develop that figure. I have one 
figure here but unfortunately it includes certain facilities that we 
leased outright, so that it is not representative of the figure that I 
think that you are interested in. Detailed figures of cargo outloaded 
during World War II by port, by category of pier fac ility (Army, 
navy, commercial) are not immedi: ately available, since these records 
have been retired some years ago. Based on records which are avail 
able, it is estimated that 33 percent of all cargo (excluding ammu 
nition, which moved through specialized facilities) was moved across 
Army-owned piers. This does not include commercial piers which 
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were taken over and operated by the Army or under contract to the 
Army. 
Senator Frrcuson. Go ahead with the second phase now of your 
statement. 
ROTATION OF TERMINAL PERSONNEL 


General Yount. The second thing that is of extreme value to us is 
that we are operating terminals in the United States and terminals 
all over the world, Korea being a case in point. Thus we must 
have a base for the training of people, for the maintenance of 
know-how, here in the United States. That base provides for the 
rotation of our people back from the far side, and their profit- 
able employment here. That base again stood us in very good stead 
because our officer know-how which has been maintained through our 
ports of embarkation is the very same know-how that has operated the 
ports in Korea, and North Africa, and North Atlantic, up in Thule, 
Greenland, and so forth, to carry on the various missions assigned to 
the Army. 


COMMERCIAL FACILITIES ON STANDBY BASIS 


Senator Know.anp. I think in one question is the importance of 
maintenance of your ports of embarkation, and as you say, to have 
them for the immediate time if something happens, and that they be 
there, and you would not have a complete. dislocation of your civilian 
and commercial shipping. The only problem that arises here, I think, 
as I understand it, at least, is not that you should not maintain the 
facilities that you have, but we, of course, would be interested if the 
Defense Department or the Army or the Navy would come in and 
ask for a major appropriation to build some new facilities, and I 
think the natural question would arise, are there adequate commercial 
facilities in that area available to handle it without making that 
capital investment at this time. Secondly, the question is whether 
ia view of the importance of having, you might say, on a standby 
basis commercial facilities which you “do not now need, but which you 
have testified you invariably would need in time of war, whether there 
would be some advantage to the Defense Department as well as to the 
commercial facilities to make more use of them than apparently is 
now being made. 

Now, there may be some practical reasons why that cannot be done, 
or the cost figures might not be reasonable and warrant that being 
done. But that is why we are trying to develop what information 
we could on the subject. 

General Yount. If I may go back to the 30,000 tons Senator Know- 
land, actually the charges on moving that would be greater even if 
one deducted the wharfage in moving through commercial facilities 
than they are through our own facilities. It is very difficult obvi- 
ously to compare costs because of the question of investment, and 
so forth, as against our costs, and that is why we would say that 
wharfage at least should be thrown out in a comparison. 


STEVEDORING CONTRACTS 


Senator Know1.anp. Take as an example, where, as I understand 
it, your contract with your stevedoring where at least the port facili- 
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ties in the bay area exists, is that true in other sections of the country 
and do you contract in the same way ¢ , 

General Yount. Throughout the United States, we have en‘irely 
a contract operation. 

Senator KNnow.anp. Now, when you consider your costs on the 
movement of tonnage, do you include in addition to your contract 
that you let for the private stevedoring outfit, also the overhead of 
all of your military personnel who are assigned to the port? 

General Yount. Not all of it, because a considerable part of it 
would still be required, Senator Knowland, regardless of whether it 
was done commercially or not. We would still have to maintain our 
basic controls over the movement of goods, the supply control, and the 
accounting control for it, so a very considerable part of the overhead 
staff in our ports of embarkation would still be engaged in following 
those movements regardless of how they moved. 


MAINTENANCE COSTS 


Senator Frereuson. What about in this bill or other bills, main- 
tenance of these port facilities. Would you get for us the amount 
that is required for these facilities in this bill? 

General Yount. Yes, we can give you for the record the actual re- 
pair and utility costs that we have made over the past year or any 
period you wish. 

(The following was subsequently submitted :) 

During fiscal year 1953, a total of $1,381,000 was expended for repairs and 
utilities at the Oakland Army Base. These costs are for the entire Army base, 
and a substantial portion is not properly chargeable against direct cargo- 
handling activities under discussion. 

Senator KNowtanp. Now, also, I wonder since you raised an inter- 
esting point, and I think that there is considerable merit in the con- 
tention that whether you operate over private facilities or over your 
own port facilities there would be a certain amount of or perhaps 
considerable amount of supervision which you have to give in any 
event—nevertheless, could you indicate to us either in public or execu- 
tive session if there is any necessity for doing that, just what that 
overhead amounts to? 

General Yount. Yes, sir, I could. 

Senator Knownanp. In both personnel and payroll? 

General Yount. Well, in the statement, Senator Knowland, I have 
pointed out that actually for the movement of the entire tonnage, we 
estimate that there would be 49 people released from our payrolls, 
either military or civilian, in the Oakland area, and that we would 
require essentially the same number of people to follow it on the piers 
and insure that the documentation was made available to us promptly. 
So that personnelwise, we anticipate no particular savings. 


SUPERVISORY ARMY PERSONNEL 


Senator KNow.anp. Of course, the question would come, and again 
without the facts, and I do not think we are in position to pass judg- 
ment on it, but just a personal observation, and it may not be a fair 
test, I happened to have been out at one of the terminals, I think it 
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was the power terminal at the time, whan they had a movement of 
one of the first ships out to Korea for the Korean relief situation. I 
think the Army was connected with it in some way, although it was 
moving at that time over the public docks. But I am frank to say, 
maybe it was because it was kind of a ceremonial event, but I saw many 
more officers there than normally I would think would be necessary in 
an operation. In making some inquiries as to whether this was merely 
because of the ceremonial occasion, or otherwise, I was informed that 
during the whole period of time from its inception down, there were 
not one but quite a number, and I would not want to do an injustice to 
state the number, but what seemed to me to be an unduly large number 
of supervisory Army personnel following up that one cargo. 

Now, whether that was necessary or whether that is comparable to 
other operations, I think that you might look into that a bit. 

General Yount. I think I can answer that one, sir. The particular 
ship of which you speak was thrown on one afternoon for outloading 
on short order and I think there was a certain gala occasion about the 
whole thing. It is certainly not representative of the operation. 
There is another factor about the further reduction in this 30,000 tons 
which I have mentioned. That is that our stevedoring costs would 
increase by virtue of a reduced workload in the port of embarkation. 
When we offer our invitations to bid, in connection with our stevedor- 
ing services and checking services, we indicate a potential workload, 
which serves as a basis, and so we would anticipate that a further 
reduction out there would lead to a request for revision of unit costs 
for the stevedoring, and I think that that would be a proper thing. 


NEGOTIATION OF STEVEDORING CONTRACTS 


Senator Know Lanp. Is that stevedoring contract let on a competi- 
tive basis, or negotiated basis? 

General Yount. Well, it is let on a competitive basis, and then 
afterward there is further negotiations. It is not a formal bid, but 
it is a public opening. The reason for that is that there are certain 
aspects to the stevedoring business that require the ability to negoti- 
ate after the bids are received. ‘That is in connection with extra labor 
and various types of charges such as standby. We have avoided the 
formal-bidding procedure, but do use an open-bidding procedure with 
subsequent negotiations. 

It is open to any reputable contractor in the area, and it has varied 
in all of the ports, but generally there are different contractors each 
year. It is based upon their bid price. 

Senator Frreuson. Is that on a cost-plus-fixed-fee basis? 

General Biounr. No, sir; that is on a commodity tonnage basis, 
Senator Ferguson. Charges are so much for automobiles unboxed, 
and so much for automobiles boxed, and so forth. We have found 
that that incentive aspect has resulted in very much improved steve- 
doring prices to the Government. Our prices are very much lower. 

We have another problem in connection with the use of commercial 
terminals, and that has been where we ship in small lots, as a normal 
commercial shipper, we certainly feel it proper that we should pay the 
going tariff rates. Whereas when we are shipping in large quantities 
and in effect creating a pattern different from that normally expe- 
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rienced, we have asked for competitive bids on those terminal services 
as well. In some areas we have had good response, and in others 
not. 

There has been a tendency on the part of the terminal operators 
to adhere rigidly to their tariffs, and although we have gotten in many 
areas of the United States bids based upon a specific performance with 
a very sizable saving and reduction from the normal tariff base. 

Senator KNow.anp. Going back to this question of 30,000 tons that 
might be available, which represents roughly, I guess, about 15 percent 
more or less of your total tonnage, what would the figure 49, the 
number of employees that you say would be released, what percentage 
would that be to your total number of employees ? 


SUPERVISORY PERSONNEL 


General Yount. There are a total of 6 officers and 438 civilians, and 
they are actually engaged in direct support of cargo handling at the 
Oakland Army Base. So that actually, the figure of 49 is based upon 
the elimination of all direct handling in the Oakland Army Base, so 
that the 30,000 would not relate to the 49 

Senator Frrevson. In other words, you keep the 49 employees, if 
you did not have this tonnage ? 

General Yount. We use those in the supervision, for the direct cargo 
work on the piers. That is in connection with our present workload. 

Senator Fereuson. But if you put out 30,000 to the other ports, you 
would still keep these people ? 

General Yount. Well, 1 think we might be able to pare them a few, 
but we would have to use those people to go about the commercial 
terminals to supervise that work. 

Senator Know,anp. I may have misunderstood your original state- 
ment, but I thought that there was at least an implication that if the 
30,000 tons were moved over commercial facilities, which represents 
a 15 percent of the total, that the most you thought would be saved 
by doing that would be 49 individuals, some, or perhaps all of whom 
you thought would have to be employed perhaps. elsewhere, but I 
thought there was a relationship between the 49 and the 30,000 tons. 

General Yount. I am afraid I was misleading on that because this 
is the total cargo section in the port. 

Senator Know.anp. Do you mean to say in the event the 30,000 tons 
was changed over, that there would be no saving of personnel? 

General Yount. No; I think that there could be a reduction of a few 
people in the cargo section, but I think those few would be required 
to supervise the movement of the cargo through the other terminals, 
by way of inspection of the operations of the contractor. 


TOTAL ADMINISTRATIVE PERSONNEL 


Senator Knownanp. How many officers and enlisted men and civil- 
ian people do you have in administrative capacity at the Oakland 
port of embarkation ? 

General Yount. The total employment there is Oakland Army 
Base is 104 officers and 1,612 civilians. y 

Senator Knowtanp. No enlisted personnel ? 
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General Yount. There are some enlisted men there in connection 
with guards. There are the escort detachment which has enlisted men 
in the Army base, those are the men who escort the bodies of returning 
war dead; there is a medical Jaboratory there, operated by the Sixth 
Army, with 6 enlisted men, and there is an Organized Reserve activity 
there with 9, and there are 93 in the post command complement, per- 
forming post functions as independent from those of the terminal 
functions. There is a total of 164 enlisted personnel, none of whom 
are directly related to the terminal operations. 

Senator Knowxanp. In addition to these 93 enlisted men in the 
post command, as distinguished from the port facilities there, do you 
have officers in the post command over and above that number ? 

General Younr. There are 48 total performing these various func- 
tions which are either Sixth Army functions, or post command func- 
tions, as divorced from the terminal. The first figure here related 
solely to the terminal activities. That is based upon the table of 
distribution authorization that we have given San Francisco. 


COMPARISON WITH PRIVATE SHIPMENTS 


Senator Frreauson. There is a question I would hke to ask you, 
General. If private shippers and not the Government were shipping 
these goods, would they have all of this personnel around these docks? 

General Yount. I think they would, Senator Ferguson, if they were 
shipping in the same magnitude. 

Senator Frerauson. We are talking about this 30,000 tons, and 
where is the gentleman who was on before! 

What is your idea? What about at your docks, do these private 
shippers have all of this personnel around ¢ 

Mr. Frost. No, we would not have that many personnel. 

Senator Knowxanp. Right at that point, you have 1,612 civilians, 
as I understand it, there; and this does not obviously include your 
stevedoring crews. _Do the stevedoring outfits themselves furnish 
a certain amount of supervision on their crews? 

General Yount. They do. 

Senator Know.anp. So far as following up on the actual carrying 
out of the shipping instructions and so forth, they have their own 
supervisors or supervisory crew with them ? 

General Yount. That is correct. 

Senator Knowanp. So that this 1,612 is over and above any steve- 
doring administrative overhead ? 

General Yount. That is right, and my figure of 6 officers and 43 
civilians related to the actual cargo operations. There are a great 
many other functions there, supply functions, and so on. 

For instance, of that 1,600, there are 440 civilians involved in 
various supply activities involved in the Oakland terminal area, fol- 
lowing up on supplies moving through, which is a function that 
would continue regardless of who performed the terminal operations. 


COMPARABLE NAVY OPERATIONS FIGURES 


Senator KNownanpb. I wonder if we could ask, and I do not know 
that the admiral here would necessarily have the information, but 
if we could ask comparable figures from the Navy on their Navy 
supply depot. 

The information referred to appears on p. 933. 
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Senator Frercuson. We will ask for the same figures, so that you 
will furnish those. I have one outside question, but I want it for 
another part of the record: Is the percentage of all of the shipping 
through this port for the Army of dependents’ household goods and 
automobiles, and so forth ? 

General Yount. You mean the total percentage of our business 
that is involved in that? 

Senator Frrauson. Yes. aaa Pa) 

General Younr. We can provide that. This is for San Francisco ‘ 

Senator Frreuson. Yes. 

General Yount. I don’t have that actual figure but we will supply 
it for the record. 

(The following was later submitted :) 

Approximately 15 percent of all cargo for which the Army has movement 
responsibility (includes property of both the Army and the Air Force) consists 
of dependents’ household goods and automobiles; approximately 75 percent of 
all cargo for which the Army has movement responsibility consists of reefer, 
assembled planes, ammunition, household goods, hold baggage, private auto- 
mobiles, unit equipment, classified cargo, cargo of which components must be 
married up prior to oversea movement, or similar items where military con- 
siderations, of security or otherwise, are involved to the extent that cargo is 
definitely not susceptible to movement across commercial piers. I wish to 
emphasize that the balance of this cargo if moved across commercial piers would, 
in most instances, be at a higher unit cost. 


COST OF DIVERTING TONNAGE 


Senator Henprickson. As I understand your testimony, summed 


up briefly, you are saying that if you were to divert a part of this 
tonnage to commercial channels the contract costs would be greater ? 

General Yount. We believe so based upon our past experience. 

Senator Henprickson. The contract prices, you mean ? 

General Yount. Yes; and there would be a greater actual cost to 
the Government. 

Senator Frrevson. That is all, General; thank you very much. 

Admiral DeNneprink. I would like to make a statement in order 
to clarify the role of the Military Sea Transport Service in the hear- 
ings before your subcommittee. 

Senator Frrauson. We will receive your statement, and you may 
extend your remarks at this time. 


RESPONSIBILITY OF SELECTING PIERS 


Admiral Deneprrnk. I think that I can summarize my statement 
to this effect, that the Military Sea Transport Service has no responsi- 
bility for getting which docks and which piers may be used. 

Senator Fercuson. Who does that? 

Admiral Denesrinx. That is done by the Army and the Navy. 
They tell us what piers and what docks to place our ships alongside 
of, and they put the cargoes or the passengers at those docks. We 
put our ships there. Our responsibility for the cargo does not begin 
until it is loaded and in the ship. Our responsibility for passengers 
does not begin until they are embarked on the ship. 

Consequently, I wanted my statement to make it clear that we have 
no responsibility for what piers and what docks are used. 
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Senator Fercuson. Thank you very much. We will include your 
statement at this point. 
(The statement referred to follows:) 


STATEMENT OF Vice ApM. Francis C. DENEBRINK, USN, CoMMANDER, MILITARY 
SEA TRANSPORTATION SERVICE 


My name is Francis C. Denebrink, vice admiral, United States Navy, I am 
the commander, Military Sea Transportation Service. In appearing before you 
today it will be my purpose: 

(a) To explain the role of the Military Sea Transportation Service in pro- 
viding ocean shipping for the transportation of Army, Navy, and Air Force 
personnel and material; and 

(b) To explain the responsibilities and participation of the three armed servy- 
ices in the overall operation involving the movement of personnel and material 
from origin to destination. 

The Military Sea Transportation Service was established by a directive of the 
Secretary of Defense dated August 2, 1949, in order to provide, under one au- 
thority, control, operation, and administration of ocean transportation for per- 
sonnel, material, mail and other cargoes for all agencies or departments of the 
Department of Defense and as authorized or directed for other Government 
agencies or departments of the United States. The responsibilities assigned 
to the commander, Military Sea Transportation Service by this directive include: 

(a) The control, operation, and administration of Government-owned vessels 
assigned, and all other vessels acquired for the purpose of providing a carrier 
service of ocean transportation of personnel and material for the armed services. 

(b) The procurement of space in commercial shipping. 

(c) The procurement of additional tonnage, by time and voyage charter, and 
under general agency agreement; and the control of these vessels through the 
owners or general agents. 

As a carrier service the Military Sea Transportation Service has no respon- 
sibility for authorizing the transportation of cargo and passengers, nor for 
terminal operations. MSTS responsibility for cargo begins when the cargo is 
finally stowed on board and accepted by the commanding officer of the ship, and 
terminates when the cargo is accepted free on board ship at destination. MSTS 
responsibility for passengers begins when the passenger embarks in the ship 
and terminates when the passenger disembarks from the ship. 

The responsibilities assigned to the three armed services, as shippers, in- 
clude: 

(a) The submission of requirements for ocean-transportation lift to MSTS, in- 
cluding the designation of a loading facility and destination. 

(ob) The operation of ports and terminal facilities or the arrangement for 
the utilization of commercial port facilities. 

(c) The movement of cargo to the side of the ship. 

(d) The stevedoring of cargo; including both loading and unloading. 

(e) The conttrol and movement of passengers until they are embarked, and 
their control and movement on disembarkation. 

The division of responsibility between the carrier and the shipper for ocean 
transportation, as delineated above, establishes a very definite line of demarca- 
tion between the functions of MSTS and those of the shipper services. The 
Military Sea Transportation Service sponsors the movement of neither cargo 
nor passengers, but provides a “point-to-point carrier service’ to meet the 
sea-lift requirements of the sponsoring shipper services. MSTS arranges for 
the berthing of ships at the port and terminal designated by the shipper service 
for loading or unloading its cargo and passengers. 

As previously indicated, MSTS operates neither ports nor terminals, nor 
has it any jurisdiction with respect to their operation. With respect to the 
inport operation and control of shipping, the interest of MSTS in piers and 
terminal facilities is therefore confined to: 

(a) The safety and security of the ship; that is, sufficient depth of water, 
adequate space for berthing and maneuvering, and the means of properly securing 
alongside. 

(b) The adequacy of the facility to accomplish loading and/or unloading 
without unduly delaying the ship. 

(c) The adequacy of the facility for husbanding the ship while in port. 
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AVIATION TRAINING 


STATEMENTS OF JOHN T. GRIFFIN, VICE PRESIDENT FOR TRAIN- 
ING OF THE NATIONAL AVIATION TRADES ASSOCIATION; 
CHARLES R. PARKER, EXECUTIVE DIRECTOR, NATIONAL AVIA- 
TION TRADES ASSOCIATION, WASHINGTON, D. C.; AND MR. CLATT, 
DIRECTOR OF NORTHWEST TECHNICAL INSTITUTE, OREGON 


PREPARED STATEMENT 


Senator Ferauson. Mr. Griffin, we will insert in the record your 
statement, and all of the members can get it at the same time. If 
there are any remarks that you want to make in relation to it, you 
may proceed. If there is anything you would like to point out, go 
right ahead. 

(The statement referred to follows :) 


STATEMENT OF NATIONAL AVIATION TRADES ASSOCIATION 


My name is John T. Griffin. I am currently serving as vice president for 
training of the National Trades Association. I served as president of that 
organization in 1951. I also served as chairman of the training committee of the 
NSRB mobilization task group in 1951, and am at present chairman of the CAA 
Administrator’s Aviation Development Advisory Committee. 

The National Aviation Trades Association represents the majority of the 
remaining civilian aircraft and engine-training schools in our country. Our 
membership also includes the majority of the civilian flying and ground schools 
in the United States. 

We greatly appreciate this opportunity to appear before your committee for 
the purpose of presenting certain facts relating to the failure of the military 
service to utilize, through contracts, facilities of the aircraft and engine mechanic 
schools, and to take advantage of the training economies which we maintain 
such use would permit. Again, and no less important, is the resultant failure 
of this policy to gear these important facilities in our over-all mobilization base 
for the benefits that can accrue to both parties, and to our country. 

During the past 3 years, our organization has endeavored to convince repre- 
sentatives of the military services of the benefits which we claim for the pro- 
gram which we are advocating, but without success. Military representatives 
have testified that they do not intend in the future to utilize civilian aviation 
mechanic schools. It would, therefore, appear that there will be no voluntary 
change in the military policy and that if the economies which we maintain are 
possible are ever to be effected, it will probably have to be accomplished through 
the efforts of this committee. 

We will undertake to state in this testimony what we believe these benefits 
to be and our supporting reasons therefor. First, however, may we present some 
background information on this field of training and trace certain developments 
with respect to current Air Force practices. 

In the late twenties, aviation mechanics were recognized as requiring special 
qualifications and the Government established a procedure for licensing such 
personnel, Certain vocational schools then initiated courses for the purpose 
of qualifying personnel for these licenses, and the Government subsequently ar- 
ranged for the issuance of certificates of competency to qualified schools. These 
schools increased in number during the thirties and had become a fullfledged 
vocational school system by 1941. 

At that time, our expanding aviation industry required additional training 
-apacity and many of these schools expanded vastly and were given Air Corps 
training contracts. With the advent of Pearl Harbor, the requirement for 
technical training became critical and a total of 55 civilian aviation mechanic 
schools were given contracts to train aviation mechanics for the Air Corps. The 
success of this program is attested to by a statement of Gen. H. H. Arnold, 
Chief of the Air Corps, reporting on the value of this program, as follows: 

“The training task we had to undertake was terrific. By December 1942 we 
had graduated 266,000 mechanics and by the end of 1944 we had graduated 
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997,000. That expansion was possible only because great military leadership 
teamed up with civilian know-how in a typical American partnership.” 

After World War II, all these training contracts were immediately terminated. 
However, with the outbreak of the Korean war, the Air Force was again forced 
to call upon these schools for training assistance and 13 schools were given con- 
tracts during 1951 for the training of aviation mechanics. Air Force repre- 
sentatives have testified at Appropriations Committee hearings that it was neces- 
sary to utilize these contract schools in order to meet their training-load re- 
quirement. However, during this same period, large public works expenditures 
were made by the Air Force in order to provide additional training capacity 
so that the training load could be absorbed entirely into the military structure. 
As soon as this additional military capacity became available, the contract 
schools were phased out, leaving many of them in dire financial straits because 
of the fact that the schools which assisted the military, in most cases for- 
feited their civilian enrollments. 

At that point, the selective-service boards again became very active. All male 
high-school graduates were faced with the prospect of being drafted, and the 
civilian aviation mechanic schools started to pass out of existence because of 
lack of enrollments. At the start of the Korean war the Air Force stated that 
there were 52 usable civil aviation mechanic schools in the country. CAA sta- 
tistics show that as of June 30, 1953, there were only 14 of these schools still 
in operation. 

We believe that there is substantial danger in the continued pursuit of a 
national policy which obviously tends to eliminate the civilian aviation train- 
ing institutions. Military aviation cannot continue to be treated as entirely 
separate and distinct from civil aviation. A nation’s air power is a measure of 
its total aviation activity, military, and civilian. During a mobilization of 
wartime period, one is interdependent upon the other and a policy which 
permits the entire aviation training function of any nation to become concen- 
trated solely within the military establishment will ultimately prove to have 
been a serious error. 

In past hearings before House and Senate Appropriations Committees, the 
Air Force reasons for not using civilian technical schools were embodied in 
three principal areas, as follows: 

1. Civilian technical schools lack necessary facilities and their training is 
not up to Air Force standards. 

2. The Air Force has already provided its own training. facilities. 

3. This technical training can be done by the Air Force at a comparable or 
lower cost. 

We shall now undertake to present our position with respect to these objections 
raised by the Air Force: 

1. That civilian schools lack necessary facilities and their training is not up 
to Air Force standards.—We understand that the final Stanford Report, which 
the Air Force had prepared at a cost of some $140,000 to the taxpayers, con- 
cluded that training conducted during World War II by civil institutions was 
superior to military training. Furthermore, it is difficult to reconcile this 
objection with the fact that the civil aviation mechanic schools provide almost 
the sole source of technically trained personnel for the finest civil aviation and 
air carrier system in the world, that of the United States. 

We agree with the Stanford Report that superior instructors and instruction 
are found in the civilian aviation mechanic schools, where many instructors 
make a lifetime work of this endeavor. We contrast this with the hastily 
trained men in uniform, from whom are selected instructors who immediately 
become the authority on the subject for the next batch of “green” trainees. 

All facilities, tools, and equipment are available or readily obtainable for 
fundamental military aviation training at existing civilian schools. With release 
by the Air Force of certain specialized equipment, these schools can undertake 
advanced training to meet any military requirement. Jet engines, for example, 
that are presently denied all civilian aviation training schools are readily 
available in military salvage yards. In the case of jet engines, incidentally, 
while American training institutions cannot obtain jet engines on which to 
train American youth, we understand that training on these same engines is 
being currently given to the citizens of many foreign countries, the actual 
friendship of some of which is questionable. 

Criticism of effective military control of students assigned to civilian schools 
can be negated since effective control can be maintained provided competent 
military administrative personnel are assigned. In the case of 1 15-week, 600- 
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academic hour military contract course in airplane and engine mechanics, in 
which 540 Air Force students were assigned, only 13 were eliminated. On the 
basis of actual student hours lost, this represents an attrition rate of only 1 per- 
cent. This attrition rate would not seem to support a contention of lack of 
student control. 

2. The Air Force has already provided its own training facilities.—This build- 
up of facilities through the use of public works funds was accomplished contrary 
to Stanford Report recommendations, and in the face of further support of the 
Stanford recommendations contained in a studied analysis prepared in 1951 by 
Federal, civil and military leaders in the N. S. R. B. Aviation Mobilization 
Surveys. This analysis specifically recommended : 

“(a) The military services should not duplicate any existing civil training 
capacity unless additional training capacity is required and cannot be provided 
by expansion of existing civil training facilities.”’ 

It likewise appears that the Air Force policy is not in accordance with the 
broad policy of the present administration which provides for the expanded use 
of civil facilities by contract, and in particular the utilization of small business 
enterprises to effect economies as well as to gear such facilities into the 
mobilization base. 

We also point out that the military facilities already in existence for technical 
training, as well as additional unused military installations, could be utilized in 
exactly the same manner as are the present nine contract flight schools, with the 
efficiency and economy integrally associated with private enterprise. 

We add that the cost of military duplication of training facilities represents, 
and has represented a basic economic waste. Any decrease in use of present 
military training facilities effected by contract would enable such installations 
to be used for other purposes in connection with the Air Force expansion pro- 
gram. This contention was agreed to by General Asensio in the 1953 House 
appropriations hearings. 

3. Technical training can be done at a comparable or lower cost by the Air 
Force.—We contest this statement. With reference to our information on the 
matter of military costs, we must here point out that obviously the Air Force 
has not permitted us to obtain any information other than that released at 
hearings or through other miscellaneous public statements. We believe that Air 
Force statements on costs are open to serious question and that cost statements 
produced at past congressional hearings are confusing, to say the least. 

However, a variety of information has been gleaned by us which we are 
presenting here in support of our contention that technical training can be done 
at a great saving to the taxpayers through the use of contract civilian technical 
schools. 

(a) It is our understanding that the final Stanford Report indicated that 
training conducted during World War II by contract schools was superior to 
military training and at considerable less cost. We have reason to believe that 
the case in behalf of contract technical schools presented in the Stanford Report 
was even more favorable than that in respect to contract flight schools. Inter- 
esting, therefore, is the fact that nine contract flight schools are now being used, 
and acclaimed by the Air Force for their economy and efficiency. We refer to 
public releases which appeared in Nation’s Business and American Aviation 
Magazine. These articles resulted from an Air Force sponsored tour of training 
installations for members of the press. The articles stated in part: 

“The pilot training situation is the best it has ever been although not yet 
perfect. * * * The nine civilian contract schools have played no small part in 
this healthy pilot training picture. * * *” 

“It has been estimated that the Air Force is saving about $34 million annually 
by following the recommendations of the Stanford study and employing civilian 
schools to do more than 90 percent of the primary training. One Air Force 
officer estimated that the total civilian Air Force investment in each civilian 
primary school is something over $6% million annually. It would cost the 
Air Force about $10 million to support the same type of operation, he revealed. 
The reason for this is chiefly laid to Air Force regulations regarding minimums 
of personnel and equipment, by which the civilian schools are not hampered. 
It also allows greater utilization by the Air Force of its trained personnel, since 
the civilian schools have a free hand in selecting their instructors and admin- 
istrators without infringing on Air Force sources.” 

It is our strong opinion that what holds in principle in the use of these contract 
flight schools also applies to the use of contract technical schools, especially in 
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view of the fact that the Stanford report dealt particularly favorably with 
the latter. 

(b) On December 7, 1951, Report No, 34, titled “Investigation of the Pre- 
pardness Program” was issued by the Prepardness Subcommittee of the Senate 
Committee on Armed Services. Some pertinent data found in this report is as 
follows: 

In a 20-week electrician’s course conducted at Lowry Air Force Base, the total 
cost per student for the course was $6,000, or a cost of $1,200 per student per 
month, 

At Keesler Air Force Base, it was reported that the average monthly payroll 
approximated $4% million or an average of $1,500 per student per month. 

The committee added that the Congress and the Nation are not willing to 
pay the price of waste, extravagance, and inefficiency. At another point, the 
report indicated such costs to be “staggering” and “excessively high.” May we 
contrast these figures with the total cost of a fundamental aviation mechanic 
training course conducted under Air Force contract by a civil institution in 
1951. This contract school charged the Air Force for this course at the rate 
of $141.86 per student per month. This monthly cost included the cost of in- 
struction, housing, messing, recreation, library facilities and medical facilities. 
The only expenses not included were student travel expense and the cost of Air 
Force administrative personnel assigned to this institution. 

May we also point out that a civilian student can attend the average civilian 
school for 15 months in order to qualify for his aviation master mechanic 
license at a total cost, including housing and food, of approximately $1,900. 

There appears to be little basis for comparison between this figure and cer- 
tain Air Force training costs as reported by congressional investigators. 

It is further our opinion that one of the principal points regarding the mili- 
tary use of civilian aviation schools is that by resuming contractual relations 
with these schools and permitting them to assist in the training of military 
personnel, this valuable training resource would be maintained and would con- 
tinue to be available as a mobilization platform geared to military require- 
ments for rapid expansion in a national emergency. The two most recent na- 
tional emergencies have required the use of these schools. We believe that the 
need for mobilization planning and relationships between military and civil 
aviation facilities is so great and is of such fundamental importance that it 
supersedes all other arguments presented here regarding the use of these 
schools. 

The enormity and cost of the aviation training task confronting the Military 
Establishment is indicated in remarks by the Secretary of the Air Force as 
recorded in the Congressional Record of May 19, 1954, as follows: 

“The most expensive part of their training, however, is in the initial cost and 
in the maintenance and operation of the expensive equipment on which we must 
train them.” 

“* * * In the next year we will lose as many as 200,000 men. We must recruit 
and train replacements for each of these 200,000. The cost of retraining will 
be enormous—between two and three billion dollars.” 

In view of the enormous amount of money involved, we believe it desirable 
for any group concerned with military training expenditures to fully explore 
any economy that appears even remotely possible, and we will be grateful to 
this committee for its careful consideration of the problems herein presented. 

In conclusion, our long experience, careful observations, and continued studies 
convince us that the Military Establishment should use the facilities of the 
civilian technical schools of this country. We believe that this utilization should 
be expanded beyond merely the aviation training schools, and should include the 
vast fields of electronics, instruments, and many other areas. We believe that 
the civilian schools can give better fundamental and basic training to military 
personnel than can be given within the Military Establishment. We believe 
that the cost of such training will be substantially reduced through the use of 
contract schools. We believe that there should be no further expansion of mili- 
tary training facilities until the qualified civil training institutions are utilized 
to the fullest extent. We believe that a careful study should be made of the 
present military training establishments to determine the extent to which these 
establishments may be more economically operated on a contract basis. We 
believe that the use of available civil training facilities on a standby basis is 
an important element of national policy which is essential to preserving an 
adequate mobilization training base for the defense of this Nation. 
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UTILIZATION OF CIVILIAN TRAINING SCHOOLS 


Mr. Grirrin. I would like to make the remark that if any corrobo- 
ration of any of the statistics contained here are needed with respect 
to the status of the schools, 1 am sure that the CAA if requested would 
be glad to furnish them. 

Mr. Parker. I am with Mr. Griffin, and we believe, sir, that we 
have a very major problem here that the Appropriations Committee 
could well hear a little more about, and particularly the chairman, and 
it involves 2 or 3 million dollars. 

Senator Frercuson. I want to hear you, and you had better take the 
stand. 

Mr. Parker. Could Mr. Griffin enlarge upon that a little? 

Senator Frrauson. All right. We will do that. 

Mr. Grirrin. Sir, the majority of our case is here. 

Senator Frreuson. | wondered if you wanted to point up some- 
thing from your statement 4 

Mr. Grirrtn. We make two major points here, and one is the failure 
of the Military Establishment to continue to utilize the services of the 
established civilian training schools in the country, which because of 
certain national problems which face us at this time is tending to 
eliminate such schools. In both of our recent national emergencies, 
World War IT and then the Korean war, the Military Establishment 
was forced to call upon these schools to assist them’ in c arrying the 
training load. We have no reason to believe that the Military Estab- 
lishment will not need those schools, also, to assist them in any future 
emergency. 

However, under the present trend, the schools will not at that time 
be in existence. The schools being civil institutions, operated very 
efficiently. We maintain that experience of the Air Force would 
permit those schools to save the American taxpayers a vast amount 
of the training funds now expended by the Air Force in conducting 
all of this training within its own establishments. 


COMPARISON OF TRAINING COSTS 


Senator Frreuson. If they were to train in your schools, in the 
trade association schools, what would be the cost compared to what 
costs in their military schools? 

Mr. Grirrin. Sir, we have no way of getting the costs in the military 
schools other than those which are presented at hearings such as be- 
fore this committee. 

Senator Fercuson. What is the average cost in your school ? 

Mr. Grirrrin. The contract costs have averaged in the vicinity of 
82 cents per student hour. 

Senator Fereuson. How could you fit your schools into the present 
scheme of things in the military ¢ 

Mr. Grirrin. We teach in the basic stage. 

Senator Frerauson. Give me an oe imple of one of your schools? 

Mr. Grirrin. Well, they are in California, Boston, New York, and 
St. Louis. 
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OPERATION OF BOSTON SCHOOL 


Senator Frrcuson. Let us take the one in Boston. Just as an ex- 
ample, how could they integrate their students into your school and 
yet keep them in the military ? I do not mean in the military schools, 
but they would be soldiers and taking training. How could they do 
it, say, in your Boston setup? 

Mr. Grirrin. They have done it merely by assigning the students 
to the school to complete housing, messing, and recres stion and libr: ary 
facilities and medical facilities, and all under contract with the in- 
stitution. 

Senator Frreuson. Are any of the military using any of your 
schools? 

Mr. Grirrin. No, sir, not to the best of my knowledge. 

Senator Frrcuson. So, that you have facilities for messing and 
housing and the unit could come to one of these schools and train? 

Mr. Grirrin. In most cases, adequate facilities can be provided. 

Senator Frereuson. Well, you say they did during the war, the 
actual war ? 

Mr. Grirrin. They used 13 schools during Korea 


PETROLEUM SPECIALISTS 


Senator Frercuson. What is the nature of the one operation that 
they are‘using now / 

Mr. Grirrix. That is petroleum specialists. 

Senator Frrevuson. How many could you take care of in your 


‘esent schools? 

Mr. Grirrin. Approximately 300 at a time, sir. 

Senator Ferguson. Three hundred ? 

Mr. Grirrin. Yes, sir. 

Senator Frreuson. And the average cost of that for instruction 
would be 80 cents an hour ? 

Mr. Grirrin. That was an overall cost and included instruction, 
housing, messing, recreation, library facilities, and dispensary- 
medical services. 

Senator Frrcuson. I can’t quite understand how it could be as 
iow as 82 cents an hour. 

Mr. Grirrin. However, the results of investigation by congressional 
investigators haven’t seemed to tend to support their contentions that 
they can do it for less. 

Senator Fercuson. But you think your schools can do it? 

Mr. Grirrin. They have ‘done it, sir. 

It is as low as 82 cents an hour and the average median, I think was 
somewhat over 80 cents. 

Here is one actual case where the school was reimbursed at the rate 
of 0.8725 cents per student-hour on an actual contract. 


TECHNICAL AND PRELIMINARY TRAINING 


Senator Fercuson. Whose planes do you use in this teaching? 

Mr. Grirrinx. The particular courses that we are referring to don’t 
involve airplanes, except a school mockups for training purposes, and 
there is no flying. This is just technical training. 
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Senator Frercuson. It is technical and preliminary training ‘ 

Mr. Grirrin. Yes, sir. 

Senator Frrcuson. But for pilots? 

Mr. Grirrin. No, for airmen technicians, maintenance men. 

Senator Ierauson. It is not flyers? 

Mr. Grirrin. Not flyers, not pilots, no. 

Mr. Parker. We would like to point out a statement that General 
Twining here recently said. It said 200,000 men are going to be 
trained that are going to cost between two or three billion dollars. 

Now, according to figures after World War II, we know that 60 
percent of these are technically trained men, and that also a good 
portion are on airplanes’ mechanical type of work, which represents a 
very substantial portion of several hundred thousand involved in 
this work, and we believe that if any economy at all can be effected 
it behooves someone to try to get at the bottom of this thing. 


OBJECTIONS TO USE OF SCHOOLS 


Senator Frrcuson. Now, as I understand it, they do need tech- 
nicians, and that is one of the shortages. What do they say and why 
do they say that they don’t use these facilities 

Mr. Grirrin. They offer three general objections, sir, which are 
outlined here in my presentation, as follows: 

No. 1. It is civilian technical schools lack the necessary facilities 
and their training is not up to Air Force standards. 

Second. The Air Force has already provided its own training 
facilities. 

Third. This technical training can be done by the Air Force at a 
comparable or lower cost. 


HOURS OF TRAINING REQUIRED 


Senator Frerauson. How many hours does it take to train one of 
these technicians in a course ¢ 

Mr. Grirrin. They have varied the length of the course, to suit the 
circumstances of the time, and they have varied from 15 weeks up to 
36 weeks. 

Senator Ferauson. What is your time, what would you give them, 
what hours? 

Mr. Grirrin. Whatever the Air Force specified, sir. 

At the present time we give a civilian student 60 weeks. Their 
longer courses, I believe is 36 weeks. 

Senator Frreuson. And how many hours do you figure ¢ 

Mr. Grirrin. 2,100 hours. That is 35 hours a week for 60 weeks. 

Senator Frrevuson. Do these people get a certificate? Are you 
certificated by the local institutions’ Or how do you operate? 


CERTIFICATED SCHOOLS 


Mr. Grirrin. The schools themselves are issued certificates of com- 
petency by the CAA. 

Senator Fercuson. Do you have any trouble placing these private 
pilots? 
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Mr. Grirrrn. These are not pilots; these are technicians. 

Senator Frercuson. Pardon me. 

Mr. Grirrin. There is a tremendous demand for them and an 
actual shortage. 
Senator Ixrcuson. But the CAA approves them when they come 
out? 

Mr. Grirrin. The CAA issues them Federal aviation mechanics 


licenses. They must pass both practical and theoretical examina- 
tions to qualify for that. 












TOTAL SCHOOLS 






Senator Ferauson. How near are your schools? Are they crowded 
or how much space have you ? Do you have 300; is that what you have / 

Mr. Grirrin. At the time of the Korean war, the Air Force made 
an appraisal of the school situation, av iation mechanics schools, and 
stated that in their opinion there were 52 usable schools in the country 
at that time. That could be utilized for thar purposes. At the present 
time, there are only 14 of those schools still in existence. 












INSTRUCTION COSTS 


Senator Frercuson. We have just figured out this 2,100 hours here, 
and 82 cents an hour, $1,722; is that right ? 

Mr. Grirrin. Yes, sir. 

Senator Ferauson. Is that what a private student pays ? 

Mr. Grirrin. No, sir. 

Senator Fereuson. How much does a private student pay ? 

Mr. Grirrin. In general, the schools do not quote an overall figure 
including housing, and messing, and so forth, for the private students. 

The private student for tuition pays approximately $1,000. That is 
for a 60-week course, including his housing and messing, his overall 
expenditure is in the vicinity of $1,900. 

If I may, may I quote asa result of report submitted by congressional 
investigators to the subcommittee on preparedness : 










In a 20-week electricians’ course conducted at Lowry Air Force Base, the total 
cost per student for the course was $6,000, or a cost of $1,200 per student per 
month. At Keesler Air Force Base, it was reported that the average monthly 
payroll approximated $4% million dollars, or an average of $1,500 per student 
per month, for payroll only. 




















NORTHWEST 





TECHNICAL INSTITUTE 


Senator Frrevson. Is there anything more that you wanted to put 
into the record ? 

Mr. Clatt, director of Northwest Technical Institute, Oregon. You 
have the only existing contract school in the Air Force today, and you 
have the petroleum contracts. 

Mr. Cuarr. Our school has been training since 1951, and in this cost 
we talk about 82 cents a student hour for training, that includes in the 
military, not only the training cost but the cost includes all of these 
additional facilities that you must furnish. 

That is housing, messing, medical service, and so on. 

My school, I am operating our military school on a naval air station, 
a past military station. We have room for a capacity of 1,200 students, 
and during 1951 we had a peak load of 7,050 students in training. 
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The cost per month per student, that includes all things in there, 82 
cents an hour, is figured only on the instructional hours in a day, which 
is 8 hours. The total cost per month was $1,041 and some cents for 
each student going through our school. 

Now, in addition to that cost, there was a cost of transportation to 
Air Force for getting to and from our school, and also the cost of ad- 
ministrative staff assigned there to take care of their military needs, 
and one of Air Force’s contentions is that during the time that they are 
na contract school, there are no basic military training programs car- 
ried on. 

At our school, I know, we have had always a military training pro- 
gram as well as our technical training program, being carried on at 
the same time. They have their drills, and their per iod of recreation, 
physical training, and so on, the same as they would at any military 
station. 

Senator Frereuson. Is there anybody from the military here on this 
item ¢ 

General Groves. I did not have anyone on that item. 


PLACEMENT OF GRADUATES ENLISTING IN ARMY 


Senator Fercuson. Could you get me some answers to this question, 
and suppose that a man was graduated from one of these schools, and 
then was enlisted in the Army. What would you people do with him? 
Would you put him through the same course again / 

General Moore. No, sir, the same consideration would be given to 
the placement of that man in my opinion that would be given to a 
man who had graduated from any other civilian educational institu- 
tion, that qualified him wholly or partially to fit him for the work for 
which he could be assigned in the Air Force. That is a general policy. 

Senator Frereuson. Will you have the Air Force get the answers, 
and have them read these statements, and look at this record, and give 
me what they say on it, so that we will have a complete record be fore 
the committee ? 

General Moorr. Yes, sir, 1 will do that. 

Senator Frrauson. Thank you. 

(The statement referred to appears on pp. 822-824. ) 


POLICY OF ENCOURAGING SMALL BUSINESS 


Mr. Parker. Senator Ferguson, we believe that the failure of the 
Military Establishment to use these technical schools by contract in 
the mechanical field is directly in antithesis to the policies of the 
present administration to use small-business establishments wherever 
possible, and above all, to gear these vital facilities into the mobiliza- 
tion, in case we should get a blow, in addition to that, the military 
has, the Air Force has always claimed in public releases the use of 
nine contract flying schools, which we now have, and have claimed 
they have saved millions upon millions of dollars, and brag about 
that, as being in accordance with the provisions of that famous Stan- 
ford University report which studied training, back in about 1946 
and 1949 and came out with a statement that civilian training was 
equivalent to or superior to and at less cost than military training. 

Yet they turn right around and say the mechanics school can’t do 
the same thing which is entirely inconsistent from our standpoint. 
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Incidentally, when they talk about costs, we have a prize plum to 
present. In last years hearings, in the House Appropriations Com- 
mittee, it was brought out that their training support personnel was 
something like 114 people per student, which is incredible. That is in 
the record, and we can produce that for you. 

Secondly, the average contractor was carried out in the mechanic 
and training after the event of Korea, brought out that. our ratios in 
these schools are about 1 training overhead personel for 7 students. 

How in the world can they ever compare in costs when they talk 
about doing it cheaper than this 82 cents an hour, to 90 cents an hour? 

We cannot seem to consolidate these statements and believe them. 
In addition to that, prior to Korea, our association authorized me to 
tall with the director of training. We went to the director of train- 
ing of the Air Force to find out whether or not there was any difficulty, 
things were sort of building up at the time, would the civilian aviation 
schools of this country be utilized. 

And General McNaughton sat right over there and said, “Never 

gain, they could handle anything that would ever come up.” And he 
=a “Why, training people on little paper-thin material, what good 
is that to us, we are dealing in these great hydraulic units and material 
this thick,” which was absurd in view of what went on in World War 
II because I was in training activity at that time, in uniform, and then 
turn right around, after the event of Korea, and hastily drew upon 
13 of these schools to get out of the situation that they were in. 

So you see we have reasons to question some of these positions in the 
Air Force. 

Thank you, Senator. 

Senator Frreuson. The question of civilian contractors taking part 
in the training of pilots and mechanics for the Air Force has received 
considerable attention in the past. Briefly, the Air Force has aban- 
doned its own primary flying training in favor of the civilian con- 
tractors. However, the Air Force trains its own mechanics. Civil- 
ian schools fell they can do this job as well and more inexpensively 
than the Air Force. 

Inquiry by the investigations division of this committee has resulted 
in the conclusion that due to conflicting factors and incomplete data 
it is difficult to decide which method is better. 





STAFF INVES 





TIGATOR’S CONCLUSION 

I have a staff paper on this subject which carries with it the sug- 

gestion that one or two top-grade civilian schools operate on a pilot 

contract training program so that next year there will be a basis of 

comparison. I am including as a part of the record this staff paper. 
(The staff report referred to follows :) 


May 24, 1954. 
To: Paul BE. Kamerick, Chief. 
From: Leonard BE. Edwards, Agent. 
Subject: Training of aircraft and engine mechanics by the Air Force and civil- 
ian contractor schools. 
I. 





BACKGROUND INFORMATION 











My memorandum on investigation of civilian contractor and United States 
\ir Force primary flying training dated February 16, 1954, reflects that 9 civil- 
ian and 1 United States Air Force installation, Goodfellow Air Force Base at 
San Angelo, Tex., have been used to conduct primary flying training for the 
Air Force, According to the Air Force, the installation at Goodfellow Air 


























DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 S15 


Force Base has been used for primary training so that standardization in train 
ing could be achieved and “to serve as a check on contractor schools.” In recent 
months the Air Force has been gradually phasing out primary flying training 
and phasing in basic multiengine or intermediate training at Goodfellow Air 
Force Base. The phasing out and phasing in process will be completed by July 1, 
1954, and the entire primary training program will be conducted by the civilian 
schools under contract after that date. 

Subsequent to 1941 the expanding Air Force required additional training 
capacity and several existing civilian technical schools, as distinguished from 
primary flying schools, were expanded and given Air Corps training contracts, 
During World War II a total of 55 A and EB (aircraft and engine) schools were 
engaged in training aviation mechanics for the Army Air Corps. All training 
contracts were terminated after the war. The Air Force again relied on these 
schools in order to meet the training load after the outbreak in Korea, and 13 
schools were given contracts during 1951 for fundamental and basic training in 
aviation mechanics. During the same period public expenditures were made by 
the Air Force in order to provide additional training capacity so that the train 
ing load could be handled entirely within the military structure. The 18 civil 
ian technical schools were phased out in fiscal year 1953, and since then the 
Air Force has trained all A and E mechanics in its own schools. 


Il. INFORMATION RECEIVED FROM CIVILIAN CONTRACTOR SCHOOLS 


Representatives of trade associations interested in the civilian training school 
program have urged that provision be made for use of the private civil airplane 
and engine technical training facilities. 

In a statement dated January 14, 1954, prepared and submitted by John T. 
Griffin, vice president, Training, National Aviation Trades Association, the fol 
lowing reasons as to why the association believes training of military personnel 
in private contract technical schools is desirable and better than Air Force train 
ing are listed: 

“1. A low attrition rate in students exists. 

“2. Superior instructors and instruction are found. 

“3. There is a lower ratio of training support personnel. 

“4. Lower costs are indicated. 

“D. Release of valuable military personnel is possible. 

“6. Facilities already exist for such training as well as unused military in 
stallations that could be used in the same manner as are the nine contract flight 
schools, and used and expanded with efficiency and economy. 

“7. Cost of military duplication of training facilities represents a basic eco 
nomic waste. 

“8. Military training facilities already in existence could be used for other 
purposes in view of proposed Air Force expansion to 143 wings. 

“9. Effective control of military students can be maintained, provided com 
petent military personnel are assigned. 

“10. All facilities, tools, etc., exist or are readily obtainable for fundamental 
training at existing schools. With release of specialized equipment, the schools 
can undertake advanced training to meet any military requirement. Jet engines, 
for example, are immediately available in salvage yards that could be used 
that are presently denied all private aviation training schools.” 

Other information and contentions that have been brought to our attention by 
the trade association representatives are as follows: 

“1. As of June 30, 1953, there were only 14 civil aircraft and engine schools 
still in operation, several with no day students, which means they will be unable 
to survive. In January 1954 there were less than 1,300 day students enrolled in 
all the schools, although the civilian demand for graduates is at an extremely 
high peak. Two of these schools accounting for better than 25 percent of the 
national enrollment figure will probably close their doors by December 31, 1954, 
because current enrollment levels do not permit continued operation at a break 
even point. 

“Civil aviation is growing rapidly and the requirement for aircraft and engine 
mechanics is constantly increasing. Military demand for these civilians is in 
creasing daily all over the country, yet in the face of these facts student enroll 
ment is at its lowest ebb since the early 1930's and is continuing to decline. 

“The efficiency of military aviation cannot continue to be treated as entirely 
separate and distinct from civil aviation. During a mobilization period one is 
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interdependent upon the other and any nation which permits its entire aviation 
training functions to be concentrated solely in the hands of the military estab- 
lishment will ultimately suffer the consequences of such an error. The civil 
aviation schools provide a valuable underlying resource, and they would be 
available again in the event of an all-out emergency, and these facilities should 
be utilized and maintained as a ready reserve. Further, the use of civil schools 
would release additional Air Force personnel for strategic and tactical operations. 

“2 The changes and reduction of fundamental formal training claimed by the 
Air Force and new emphasis on on-the-job training are inconsistent with training 
theories and practices generally and might well place the Military Establishment 
in a dangerous position. 

“3. The contracting schools place considerable reliance on the Stanford Report, 
a classified document that was prepared for the Air Force by the Stanford Re- 
search Institute in 149 at a cost of $139,880, and the 1951 report of task group 
R-1, which conducted a study of training in connection with a National Security 
Resources Board (NSRB) air transport mobilization survey. One of their 
representatives advised that it is their understanding that the Stanford Report 
recommended the use of both civil flying and technical schools under contract 
and that it is their belief that it also particularly emphasized advantages to be 
gained by using technical schools.” 

It has been determined that the Stanford Report is a voluminous technical 
document that covers an analysis of training methods including an analysis of 
World War IT airman training activities as conducted under contract by civil 
institutions. No attempt is being made to summarize this extensive study with 
ifs numerous findings and recommendations in this memorandum, Attention is 
directed to the fact, however, that the NSRB survey reflects that the Stanford 
Report reaches the conelusion that training conducted by civil institutions was 
equivalent to that condnueted by the military, but in addition that the civil train- 
ing was condneted at considerably less cost to the Air Force. The task group 
coneurred with this conclusion of the Stanford Report. It also made the recom- 
mendation that “the military services shonld not duplicate any existing civil 
training capacity unless additional training capacity is required and cannot be 
provided by expansion of existing civil training facilities.” 


It. INFORMATION RECEIVED FROM THE DEPARTMENT OF THE AIR FORCE 


The following information with respect to the problem involved appears in 
Air Force communications. <A letter dated September 2, 1953, and signed by 
James P. Goode, Deputy for Manpower and Orvanization, Department of the 
Air Force, states that the Air Force is using civilian schools to a considerable 
extent, but there are definite limitations on the use of contract schools, some 
of which grow out of divergent courses which civil and military aviation have 
taken. Mr. Goode points out that aireraft have heen develoned for specific 
military uses and require a type of flvinge and servicing not found in commercial 
airline organizations, that modern tactical and combat aircraft contain large 
quantities of complicated electronic equipment not required in the commercial 
field, and that these developments tend to restrict the overall use of contract 
training. While Goode does not question the adequacy of civilian schools’ equip- 
ment for conducting pure fundamentals training, he says this training has been 
made an integral nart of each course conducted by the Air Training Command 
in the aireraft and engine maintenance field, and at the same time, the amount 
of fundamentals training has been greatly reduced in favor of more training on 
specific equipment, which is on-the-job training. 

Regarding expansion of Air Force training facilities, Goode savs the Air Force 
feeling that its expansion program carried on by the expenditure of public 
works funds for construction was not inconsistent with the Stanford Report. 
since the report made no recommendation against expanding to meet emergency 
training requirements 

The Deputy for Manpower and Organization states further that it is a com- 
plicated matter to make valid comparisons as to the relative costs of contract 
and Air Force training. He then refers to an Air Force study which indicates 
that, in general, the cost of Air Force training compares favorably to that of 
contract training. 

Assistant Secretary of the Air Force H. Lee White made the following com- 
ments in a memorandum to Mr. H. E. Talbott, Secretary of the Air Force: 

“1. The aircraft and engine mechanic training was phased out when sufficient 
capability became available in the air training command to meet Air Force 
training requirements. 
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“9 It is virtually impossible to achieve an accurate determination of con- 
tractor versus military school costs. No appreciable savings can be realized 
through the use of contract facilities unless a whole Air Force base could be 
turned over to the contractor. The Stanford Report recommended against this, 
because the operation of a technical school such as Shepphard Air Force Base 
is beyond the range of experience of civilian operators, 

‘3. The civilian aviation mechanics schools were established to meet the 
requirements of the commercial aviation industry. They are not equipped to 
meet the requirements of a modern military air force. 

“4. Mobilization requirements are important, and in terms of mobilization the 
real requirement is for the development of special skills of people who have 
already acquired the fundamental skills. The Air Foree is now in a very 
favorable position for mobilization expansion.” 

Two statements, one entitled “Background of Contract Training for Airplane 
and Engine Mechanics,” and the other “Reasons for Abandoning Civilian Con- 
tract Technical Training of Airplane and Engine Mechanics,” have been secured 
from the Air Force. Copies of these statements which set forth the Air Force's 
views and comments on Air Force training as compared with civilian contractor 
school training are attached to and made a part of this report. There follows 
a list of pertinent observations that are contained in the attachments: 

“1. The quality of instruction given in the contract schools does not meet Air 
Force standards. In practically every instance when a contract school was 
given a contract for training, the course outline was revised downward to the 
minimum acceptable standard. 

“2. The parallel between civilian and military aviation is confined to cargo and 
transport type aircraft and this in only a partial manner 

“3. Training at an Air Force base is not limited to the technical course. The 
student gains experience on how the Air Force operates and learns how to find 
his way through the various Air Force activities, thus requiring less super 
vision in the using activity to which assigned. 

“4. The higher instructor-student ratio in Air Foree schools (average 1 to 6) 
affords closer student supervision and a personalized type of instruction. In 
the contract schools the average is 1 to 15.” 


IV. GENERAL COMMENTS 


Efforts to obtain accurate reliable cost figures on the comparative cost of Air 
Force training and civilian contractor training of aircraft and engine mechanics 
for the Air Force were unsuccessful. An accurate determination ef actual costs 
in both type schools is practically impossible because of the’ numerous com- 
plicated factors and considerations that are involved, and on the basis of the 
cost information that was obtained from both sources it was concluded that 
realistic cost comparisons could not be made. The investigation was severely 
handicapped insofar as the securing of reliable cost information is concerned due 
to the fact that the civilian schools have not conducted aircraft and engine 
mechanics training for the Air Force since fiscal year 1953, and their cost infor- 
mation for this specific type of training was neither current nor complete. 

Some of the arguments presented, such as the claim by the civilian contractors 
that a lower attrition rate in students exists in civilian schools and that there 
is also a lower ratio of training support personnel to students in these schools 
are, of course, subject to more than one interpretation. For instance, a low 
attrition rate might indicate that the course is relatively simple or a tendency 
to pass most of the students that are enrolled, whereas a high attrition rate 
could mean that students are not completing the course because it is a more diffi 
cult one. Also, a low ratio of training support personnel to students could mean 
that fewer instructors are required due to excellent instruction and efficient 
operation. On the other hand, a high ratio might reflect that more instructors 
are available and that therefore more individual attention and better instruction 
is provided. 

Both the civilian and the Air Force schools contend that the instructors in 
their schools are superior and that the instruction is better. Disregarding the 
natural tendency on the part of the schools to favor their own particular opera- 
tions, it is apparent that the question as to which one has the better instructors 
and offers the best courses of instruction is quite academic. Here again there 
was no direct, current method of comparison because the private schools have 
not done aircraft and engine mechanic training for the Air Force for almost 2 
years. 
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Vv. CONCLUSIONS 


The Air Force is turning over all of its primary flying training to nine civilian 
contractor schools which is evidence of the fact that contractor schools are 
capable of conducting some aviation courses that are acceptable to and meet with 
the approval of the Air Force. While it is recognized that primary flight train- 
ing and aircraft and engine mechanic training do not involve the same problems 
and techniques, it nevertheless appears reasonable to assume that if civilian 
schools, operating under high standards and regulations, are able to perform the 
one type of training satisfactorily that they should also be capable of handling 
the other type. This is especially true in view of the fact that civilian schools 
have had previous experience in conducting aircraft and engine mechanic courses 
for the Air Force under contract. 

The suggestion is made that consideration should be given to having one or 
two top-grade civilian schools operate a pilot contract training program for the 
Air Force and that every effort be made to have the pilot school or schools 
operate under the same conditions, standards, and advantages or disadvantages 
as the Air Force. Such a pilot operation would make a more direct and accurate 
comparison of the effectiveness of the two types of school possible. It would also 
provide the opportunity to make a realistic study of comparative costs so that 
a determination can be made as to whether the Air Force or the civilian con- 
tractors can do the job for the least amount of money. 


BACKGROUND OF CONTRACT TRAINING FOR AIRPLANE AND ENGINE MECHANICS 


1. WORLD WAR II EXPERIENCE 


(a) In 1938, when the Air Force embarked upon a major expansion program, 
it found itself without sufficient appropriations to provide adequate training 
bases. As an expedient, contracts were made with seven airplane and engine 
mechanie schools. The initial value of these schools was their availability. The 
schools had the required airplanes, equipment, instructors, and facilities. After 
the outbreak of World War II the number of civilian mechanic schools under con- 
tract was increased to 26 with a student load of 14,400. In the heat of mobiliza- 
tion, the civilian contractor found it difficult to expand, or even to maintain his 
staff of instructors. Civilian schools have no source for obtaining modern Air 
Force equipment, therefore equipment such as aircraft was supplied to them. 

Enlargement of contractor facilities eventually became necessary at Govern- 
ment expense to accommodate the increased student loads. After the mobili- 
zation effort reached its peak, and training requirements began to decline, these 
schools were rapidly phased out. 


2. STANFORD RESEARCH REPORT 
(A brief of this report, which is classified, is being furnished by separate cover.) 
3. EXPERIMENTAL PROGRAM 


(a) In January 1950 the decision was made to contract on an experimental 
basis with 2 leading civilian airplane and engine mechanic schools to train 275 
students each. The regular civilian 36-week course offered by these schools was 
used and no Air Force equipment or plant facilities were furnished. Upon 
graduation a careful comparison was to be made between these graduates and 
graduates of similar military courses. 


4. KOREAN EMERGENCY 


(a) With the advent of Korea, these experimental programs had to be aban- 
doned. Graduates of the contract courses were sent to Air Training Command 
for further training on modern bombardment type aircraft. The Air Training 
Command was directed to expand all training facilities as rapidly as possible and, 
necordingly, the following was accomplished : 

(1) All bases were placed on a 6-day academic week. 

(2) Personnel were housed under minimum emergency standards. 

(3) All school facilities were placed on multishift operation. 

(4) Some courses were transferred to release space required for critical 
courses. 
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As a result of these measures, the training load was increased from approxi- 
mately 25,000 to 50,000. However, this still fell short of meeting initial Air 
Force requirements for a 95-group Air Force. Plans were made to increase the 
technical training capacity by the following means: 

(a) Rehabilitation of existing facilities. 

(0) Activation of one new base—Amarillo Air Force Base. 

(c) All six existing bases were to be expanded by new construction. Through 
these means, increased production could be realized, however, construction lead 
time prohibited any immediate productive results. Steps were therefore taken 
to implement contract technical training to fill the gap. 


5. SURVEY OF CIVILIAN SCHOOLS 


(a) In determining the schools to conduct the technical training courses, 
questionnaires were sent to 3,000 trade schools, colleges, and universities 
throughout the United States regarding their ability and interest to train 
military personnel. Approximately 1,300 schools replied. After thorough 
screening by the Air Training Command, including in most instances an on-the- 
site survey, 200 schools, all of Whom were among those visited, were invited to 
submit a formal bid proposal by Air Materiel Command. Prior to final decision, 
Air Materiel Command, together with Air Training Command representatives, 
evaluated the proposals and selected the most desirable to be called in for nego- 
tiations. Contracts were awarded to the following schools conducting courses in 
airplane and engine maintenance: 

Grand Central Airport Co., Glendale, Calif. 

Dallas Aviation School, Dallas, Tex. 

University of Southern California (College of Aeronautics) Santa Maria, Calif. 
Embry-Riddle Co,., Inc., Miami, Fla. 

Spartan Aircraft Co. (Spartan School of Aeronautics) Tulsa, Okla. 

St. Louis University (Parks College) East St. Louis, Ill. 

Aero Industries Technical Institute. Oakland, Calif. 

New Mexico Highlands University, Las Vegas, N. Mex. 

Boston University (College of Industrial Technology) East Boston, Mass. 
California Flyers School of Aeronautics, Inglewood, Calif. 

Arlington Aeronautical School, Tillamook, Oreg. 

Oklahoma A. and M, College, Stillwater, Okla. 

J. & J. Aircraft, Inc., Sarasota, Fla. 


6. SCOPE OF THE CONTRACT TRAINING PROGRAM FOR AIRPLANE AND ENGINE MECHANICS 


(a) During fiscal years 1951 and 1952, funds in the amount of $6,650,522 were 
obligated for training 9,409 airmen in the following courses: 


Course length 


Course S nts . 
yurse tudent (weeks) 


Funds 


Airplane maintenance fundamentals 2 5 $3, 468, 774 
Airplane and engine mechanic - - : 2, 3 3, 181, 748 


(b) Graduates of the airplane maintenance fundamentals course were sent to 
Air Training Command for specialization on Air Force equipment. Graduates 
of the regular 36-week airplane and engine mechanic course were sent to operat- 
ing units in the field for on-the-job training on military aircraft. 


7. CONTRACT TRAINING EXPERIENCE 


(a) During the conduct of the technical contract training program, the Air 
Training Command encountered the following difficulties: 

(1) Average capacities were small, which greatly expanded the number of 
schools engaged in the program. This caused immediate and serious problems of 
supervision. For example, airplane and engine mechanic training was conducted 
in 13 different locations throughout the United States. The necessary supervision, 
in order to insure standardization of instruction, equipment, and contract de- 
velopment, presented serious problems to the Air Force bases to which supervision 
was assigned. 

(2) Difficulty was experienced with respect to segregation policies. Due to 
local policies and conditions existing in certain parts of the country, contractors 
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were unable or unwilling to accept Negro students. In several instances, Negro 
students were inadvertently shipped to these schools, precipitating embarrassing 
and unfortunate situations. This led to the issuance of the following statement 
of policy by Secretary Finletter: 

(1) As far as possible, Air Force technical training schools will be 
utilized. 

(2) The Air Force will let contracts for technical training in civilian 
schools in accordance with the effectiveness of the service that the schools 
can render to the Air Force. 

(3) When airmen are to be sent to schools in a State having statutes 
requiring segregation, Negro airmen will be given an option not to go if 
they choose. In that event, the Negro airmen will be sent to a school which 
ean accept both white and Negro airmen 

(3) In practically every instance when a contract school was given a contract 
for training, the course outlined was revised downward to the minimum accept- 
able standard. For example, instruction on jet engines was deleted from the 
course outline because civilian schools lacked adequate jet equipment, 

(4) The instrnuetor-student ratio in Air Force schools averaged 1 instructor 
to 6 students. In the contract schools the average was 1 to 15. 

(5) Contractors’ facilities are normally established for operation on a single 
shift, 5-day-week basis. This limits the amount of instruction which can be 
obtained per given type of equipment, unless additional facilities are provided 
and considerable funds expended on overtime. 

(6) The small military detachment at civilian schools and lack of facilities 
precluded the continuation of satisfactory military training. 

(7) The Air Training Command was constantly apprehensive of the possibility 
of strikes or other labor difficulties occurring in contract technical and flying 
schools which might delay the training of personnel required against unit 
activations. 

(8) The quality of training in civilian contract schools has not been con- 
sistently as high as in the Air Force technical schools. Additional training was 
required to qualify graduates on Air Force equipment, 


8. COST 





(a) A comparison was made in July 1951 of costs per graduate for comparable 
courses conducted in military and contract schools. In this comparison, only 
those base costs directly comparable to contractor costs were considered. This 
assumes that other costs incident to the operation of a military base are inherent 
in any military establishment. Results of this study are as follows for the air- 
plane and engine-mechanic course. No comparison was made for the airplane 
maintenance fundamentals course as no comparable USAF course was conducted. 
Average cost per graduate: 
Airplane and engine mechanic: 

USAF _. : sail ; $821. 52 


Contractor : ‘ a save dy Ot 40 


(b) The above cost figures did not include many factors, which, if they could 
be evaluated accurately in terms of cost, would have a decided influence toward 
favoring Air Force resident training. Pertinent examples include: 

(1) The following costs associated with contract training could not be isolated : 

(a) Cost of surveys, the administrative workload involved in selecting 
contract schools, and the preparation of the contract. The administrative 
workload includes the analysis and evaluation of contractor facilities re- 
quired to effect proper selection. 

(b) The proportionate share of parent base costs, higher headquarters 
administrative costs and costs of logistical support furnished by other mili- 
tary bases within the contract-school geographical locations. 

(c) The cost of Government-furnished training materials including course 
outlines, course syllabuses, technical orders, training aids, and bailment 
equipments. 

(d) Costs of administrative, inspection, and advisory visits by training 
and higher headquarters personnel to the widely dispersed contract schools, 

(e) Additional transportation costs resulting from transfer of a student 
from the basic military training base to the contract school and then to the 
technical school for further training before being assigned to a graduate 

using organization. 















——_ = =| 


- 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 821 


) 


(2) Variations of actual student loads from planned student loads have con- 
siderable effect on course costs. Training costs per graduate are the lowest when 
student loads are maintained at the programed level. The Air Force has main- 
tained student loads at each contractor's installation at the programed level, 
thus enabling contractors to show their most favorable costs in this respect. 
Fluctuation in student entries were absorbed by the Air Force bases resulting in 
the student loads of many courses being lower than optimum. For this reason, 
Air Force costs would be higher than contractors’ costs in some instances. 


REASONS FOR ABANDONING CIVILIAN ConTRACT TECHNICAL TRAINING OF AIRPLANE 
AND ENGINE Mg&CHANICS 


1. The construction program under fiscal years 1951 and 1952, public-works 
funds greatly increased the housing and academic facilities on the seven 
technical training bases. Today these faciilties are capable of supporting any 
Air Force buildup program including mobilization. Accordingly, funds for con 
tinuing contract training of airplane and engine mechanics were not included 
in fiscal year 1953 and subsequent budget estimates. 

2. The Air Force does not plan to contract in the future for airplane and engine 
mechanic training because: 

(a) The quality of instruction given in the contract schools does not meet 
Air Force standards. In the mechanic-type courses it was necessary to modify 
Air Force course outlines so as to adapt the course content to the facilities and 
equipment available in the contract schools. A worldwide evaluation of the 
performance of contract versus Air Force technical school graduates has 
been completed : 

(1) It was found that graduates of Air Force schools started producing 
sooner on the job without the extensive on-the-job instruction and super- 
vision required of contract-school graduates. For maximum effectiveness, 
training must be conducted in accordance with the way the graduate is 
utilized. Military utilization is of necessity different from that in civil 
aviation. For example, training conducted in civilian contract A. and E. 
mechanie schools appeared generally effective in those phases which con 
cerned background knowledge, understanding of commonly accepted main- 
tenance procedures, and basic mechanic skills. With few exceptions, how- 
ever, contract schools experienced difficulties when they attempted to con- 
duct training specific to current practices in USAF inspection, maintenance, 
operating, and supply procedures, or to current models of USAF aircraft 
and related equipment. It was repeatedly indicated that graduates of con- 
tract courses needed further training in the specific duties and equipments 
which comprise the Air Force job. 

2. A comparison was made between the actual achievement of contract 
and USAF school graduates on a comprehensive examination, and their 
projected achievement based on aptitude tests. On this comprehensive ex- 
amination the USAF school graduates demonstrated a higher degree of 
achievement per point of aptitude level than did the graduates of contract 
training despite the longer contract course. 

(b) The parallel between civilian and military aviation is confined to cargo 
and transport type aircraft and this is only a partial manner. World War II 
broke so abruptly that the military was forced to adapt existing commercial 
aircraft to military purposes. Currently, however, aircraft have been developed 
for specific military uses and require a type of flying and servicing which is not 
found in commercial organizations. The modern tactical and combat aircraft 
contain large quantities of complicated electronic equipment not required in the 
commercial field. 

(c) Training at an Air Force base is not limited to the technical course. 
The student gains experience on how the Air Force operates, and learns how 
to find his way through the various Air Force activities, thus requiring less 
supervision in the using activity to which assigned. 

(@) The graduate is more nearly ready to assume his responsibilities and 
work without supervision if at least a major part of his training has been 
conducted under the guidance of military instructors who, being familiar with 
military operations, are in a position to make the training realistic in terms 
of job requirements. Instructor experience has as byproducts the develop 
ment of Air Force leadership and the potential for assignment to positions of 
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higher supervisory responsibilities in a mobilization situation. Many of the 
best technical officers during the last war were former enlisted instructors. 
Military instructors, when assigned for their overseas tour of duty in their 
technical specialty, organize and conduct on-the-job training programs. 

(e) The higher instructor-student ratio in Fir Force schools (average 1 to 6) 
affords closer student supervision and a personalized type of instruction. In 
the contract schools the average is 1 to 15. 

(f) Flexibility, so necessary to accommodate advancement and changes in 
equipment, instructional concepts, and program fluctuations is built into the 
military technical school system. Under a fixed-price contract flexibility is 
virtually nonexistent. 

(7) By concentrating training in a few locations, the Air Force is able to 
provide new-production aircraft and associated air and ground equipment for 
use in these schools. If this provision had to be met at numerous small contract 
schools Air Force operational units would not get the quantities of equipment 
which they so vitally need 

(h) The new airman’s military education is continued along with his academic 
studies. This insures continuity in his orientation to military life. In a con- 
tract school the airman operates in a purely civilian atmosphere except for 
occasional contact with the military personnel in the administrative detachment. 

(i) Air Force technical schools are located at major Air Force bases where 
flying operations are conducted, with the exception of Frances E. Warren Air 
Force Base, Wyo. This permits the trainee to see aircraft, radio, and radar 
equipment in actual operation, and he can grasp, to some extent, a feeling of 
the part he will play in helping to “keep ’em flying.” 

(j) Experience has proven that in the aircraft-maintenance field civilian 
schools which could qualify for Air Force contracts did not possess the capability 
to train the total Air Force requirements timewise. 

(kt) Conducting training at numerous small schools situated in various 
localities across the country is uneconomical due to the increased travel costs 
required by: 

(1) Frequent visits by training experts of ATRC to insure standardization 
of course materials and teaching methods, and to insure compliance with the 
terms of the contract. 

(2) The shipping of small groups of students to many different destina- 
tions requires greater use of commercial-travel facilities. Travel between 
military bases is performed by military air insofar as the availability of 
aircraft will permit. 

1. During fiscal year 1953 the aircraft and engine mechanic courses were 
realined to minimize fundamentals and get the student on the equipment earlier. 
For example, in the B—36 aircraft-mechanic course the airman gets only 15 days 
of common fundamentals; and then goes directly to B-86 equipment for the 
rest of the course. By this arrangement the length of the course has been 
reduced from 170 to 135 days. Similar reductions have been made in other 
aircraft and engine-mechanic courses. The contract-school fundamentals phase 
was 75 daysin lencth. Therefore, utilization of contract schools for the funda- 
mentals phase would increase the training time by 60 days plus travel time 
between the contract schools and Air Force schools. Such a system would 
increase both training and travel costs so substantially as to more than offset 
any possible advantages. 









































STATEMENT OF THE DEPARTMENT OF THE AIR ForcE WITH RESPECT TO THE TESTI- 
MONY OF THE NATIONAL AVIATION TRADES ASSOCIATION BEFORE THE ARMED 


SERVICES SUBCOMMITTEE OF THE SENATE APPROPRIATIONS COMMITTEE ON MAY 
26, 1954 














AVIATION TRAINING 


With reference to the prepared statement made by Mr. Griffin of the National 
Aviation Trades Association the following comments are submitted: 

(a) The statement infers that a highly specialized technical training facility 
is readily adaptable to support of other Air Force activities in connection with 
the Air Force expansion program. Since the existing technical training facilities 
are designed specifically for the primary misson of technical training, the adap- 
tation of these facilities to other missions must be very closely analyzed, as 
General Asensio pointed out in his testimony. 
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(vb) The citation of excessive costs at Lowry and Keesler Air Force Bases is 
not applicable to the cost of training in the civil aviation mechanic schools. 
Neither Lowry nor Keesler conducts aircraft and engine maintenance courses, 
The Air Force replied to Report No. 34 of the Preparedness Subcommittee in a 
letter dated February 9, 1952, signed by Secretary Finletter. 

In his testimony, Mr. Griffin states that “We have no reason to believe that the 
Military Establishment will not need those schools, also, to assist them in any 
future emergency.” The Air Force has consistently held that under future, all- 
out mobilization, the training requirement will be not one of mass numbers, but 
rather, one of increasing the skill level of men who have already acquired the 
fundamental skills. We cannot assume that conditions will be the same again 
as they were in World War II and Korea. 

Mr. Griffin makes the statement that the Air Force has varied the length of 
the course to suit the circumstances of the time, and they have varied from 15 
weeks up to 36 weeks and that at the present time civilian schools give a civilian 
student 60 weeks. The longest Air Force aircraft mechanic course is 27 weeks. 
The Air Force could not afford to keep a man in schoo! 60 weeks, which is almost 
80 percent of a 4-year enlistment. 

Mr. Griflin’s testimony is: “At the time of the Korean war, the Air Force made 
an appraisal of the school situation, aviation mechanics schools, and stated that 
in their opinion there were 52 usable schools in the country at that time that could 
be utilized for their purposes. At the present time there are only 14 of those 
schools still in existence.” The Air Force survey of civilian schools at the time 
of Korea, resulted in the selection of only 13 usable civilian aviation mechanic 
schools. 

Mr. Clatt’s testimony is that the military school he is operating had a peak load 
of 7,050 students during 1951. Air Force records show a peak load at 720 at Mr. 
Clatt’s school in 1951. 

While Mr. Parker was testifying he stated: “Incidentally when they talk 
about costs, we have a prize plum to present. In last year’s hearings, in the 
House Appropriation Committee, it was brought out that their training-support 
personnel was something like 1144 people for student, which is incredible. That 
is in the record and we can produce that for you.” 

The statement contained in the House committee report to the effect that the 
ratio of personnel engaged in training support is 1.5 to each trainees, is erro 
neous. To correct the record, Headquarters USAF furnished for inclusion in 
the Senate record (pp. 1950 and 1951 of part II of the hearings before the subcom- 
mittee of the Committee on Appropriations, United States Senate, Ist session 
on H. R. 5969), the following information: “In arriving at a ratio of 1.5 support 
and instructor personnel to each trainee, the House committee apparently failed 
to include those students who attend courses of instruction of less than 22 weeks 
duration and mutual defense-assistance program students. Thirty-one percent 
of the students under instruction are in this category. By associating the total 
student load with training overhead personnel, the resultant ratio is 1 to 1 and 
not 1.5 to 1.” 

In relation to sections II and III of the staff report submitted to the chairman, 
the Air Force submits the following information: 

(a) The reduction in fundamentals training and placing emphasis on equip- 
ment training does not mean that the student goes directly from fundamentals 
training to on-the-job training. He simply moves from one phase of the course 
to another. The equipment phase .s part of the formal course. After completing 
the equipment phase, the student then goes out to the field where he gains 
experience on the job. 

The last paragraph of the staff report makes the suggestion “that considera- 
tion should be given to having 1 or 2 top-grade civilian schools operate a pilot 
contract training program for the Air Force and that every effort be made to 
have the pilot school or schools operate under the same conditions, standards. 
and advantages or disadvantages as the Air Force. Such a pilot operation would 
make a more direct and accurate comparison of the effectiveness of the two types 
of school possible. It would also provide the opportunity to make a realistic 
study of comparative costs so that a determination can be made as to whether 
the Air Force or the civilian contractors can do the job for the least amount of 
money.” 
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The Air Force experience gained in the use of contract training facilities during 
World War II and Korea, as well as the Stanford Research Institute report, the 
following policy governing the future use of such facilities was developed: 

“The Air Force will utilize civilian contract training to provide: 

“(1) Instruction on new equipment, the only source of which is at the manu- 
facturing plant producing the equipment. 

“(2) Instruction of a type beyond the scope of Air Force facilities, such as 
graduate training in scientific fields and medical specialist training at colleges 
and universities. 

“(3) Instruction which is available within Air Force facilities, but due to 
emergency conditions, a timewise requirement is generated which exceeds the 
capacity of these facilities. 

“(4) Instruction which could be made available within Air Force facilities, 
but due to small numbers of trainees or the temporary nature of the training 
requirement, the utilization of contractor facilities is found to be more practicable 
and economical, 

“(5) Instruction offered to reservists under the USAF Reserve training pro- 
gram in technical refresher short courses conducted by private and State-sup- 
ported schools and colleges near their homes. 

“This policy does not apply to courses which for security reasons must be 
taught on a military reservation.” 

Therefore, the Air Force is reluctant to again embark on a contract technical 
training program solely for the purpose of gaining additional experience. We 
feel that sufficient data is already available upon which to base any further 
analysis of contract versus military technical training. 


Senator Frrevson. Mr. Chandler, president of the University of 
New Hampshire, is next? 
Would you come forward, please ? 
Association or Lanp Grant CorieGrs AND UNTVERsITIES 


STATEMENT OF ROBERT F. CHANDLER, PRESIDENT OF THE 
UNIVERSITY OF NEW HAMPSHIRE, REPRESENTATIVE 


PREPARED STATEMENT 


Senator Frreuson. If you have a statement, Doctor, we will put 
that in the record, but we want you to highlight anything that you have 
to say. 

(The statement referred to follows:) 


STATEMENT BY RopertT F. CHANDLER, PRESIDENT, UNIVERSITY OF NEW HAMPSHIRE 
(CHAIRMAN OF THE ASSOCIATION’S COMMITTEE ON NATIONAL DEFENSE), ON 
BEHALF OF THE ASSOCIATION OF LAND GRANT COLLEGES AND UNIVERSITIES 


Mr. Chairman and members of the committee, my name is Robert F. Chandler. 
T am president of the University of New Hampshire, Durham, N. H., but am 
appearing before you today as chairman of the committee on national defense 
of the Association of Land Grant Colleges and Universities at the request of the 
executive committee of that association. 

Our institutions are concerned, together with others which require basic mili- 
tary training of all their physically fit male students, about the legal and other 
complications that may arise from the present wording of section 731 of H. R. 
8873, the Department of Defense appropriation bill, which says that: 

“No part of the funds appropriated herein shall be expended for the support 
of any student in basic courses of the senior division, Reserve Officers’ Training 
Corps, who has not executed a certificate of loyalty in such form as shall be 
prescribed by the Secretary of Defense.” 

We believe that the objective of this provision is already being met in the 
ROTC program, for reasons which I shall explain, and that it is therefore un- 
necessary. However, if it is retained we suggest that it be amended to read: 

“No part of the funds appropriated herein shall be expended for the direct 
financial support of any student * * * ete.” 
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If this is not feasible, the meaning of the word “support” as used should be 
clearly defined in the legislation or in its legislative history, taking into account 
the legal and other problems which I shall outline. 

I would like to make it absolutely clear, first, that our institutions support any 
steps which will have the effect of assuring the loyalty of officers and future 
officers of the armed services of the United States. 

I would also like to make it clear that under present laws and regulations 
of the armed services, of some years standing, no student may be selected for 
the advanced course of the senior division, ROTC, without having certified as 
to his freedom from subversive activities and organizations; or become a Re- 
serve officer without having taken a further oath of loyalty to the United States. 
There is no route to entry into the armed services through the ROTC which 
does not, and has not for some time, included these two steps. 

Our concern with the proposed appropriation bill action rests chiefly in its 
complete lack of definition of the word “support” either in the law or in its 
legislative history. We believe it opens the way to serious legal and adminis- 
trative difficulties which might lead to results not desired by the Congress, the 
Department of Defense, or our institutions, which have a proud history of con- 
tribution to the national defense through military training for more than 90 
years. Let me suggest the problems: 

There are about 185 Army and 106 Air Force ROTC units in institutions in 
which military training of some sort is required of all physically fit male students 
during the first 2 years, either by institutional requirement or by State law. 

Many of these are public universities for which the requirement is either 
written into State law or is a trustees’ regulation having the sanction of State 
law. 

Both the Army and Air Force make a clear distinction between the student 
who is formally enrolled in the ROTC, and is therefore a prospective candidate 
for completion of the 4-year course and eventual commissioning, and the student 
who for any one of various reasons, including his own choice, takes military 
instruction because the institution requires it of him. Neither group receives 
any financial compensation whatever during the first 2 years of the course. 
Those formally enrolled by the armed services in the ROTC receive instruction 
from officers detailed by the services, and also are loaned texts, uniforms, and 
necessary drill equipment furnished at Government expense. Those not so 
enrolled receive the same instruction but are not supplied texts, uniforms, or 
equipment at Government expense. 

The military services have supplied instruction for students not formally 
enrolled by them in the ROTC, but required by the institution to take military 
instruction, because many years of experience have demonstrated that the com- 
pulsory ROTC institutions are the mainstay of the Reserve officer training 
program. Many young men who do not, on entry into college, appreciate their 
personal responsibilities in national defense and for national security suffi- 
ciently to volunteer for Reserve officer training come to have an appreciation 
of these responsibilities during 2 years of required training and volunteer for 
the advanced course (which is wholly on a voluntary basis). 

If all students who receive any sort of military instruction are considered 
under the section as cited above as receiving “support in basic courses” of the 
ROTC, then clearly in institutions in which military training is required, a 
certificate of loyalty is called for on the part of every physically fit male student 
on entrance into college if he is to take the military instruction required by 
the institution. 

Such a requirement would, we believe, have the effect of breaking down insti- 
tutional regulations and State laws requiring military training. A certificate 
of loyalty could not be required of foreign students. For example, all our 
colleges and universities along the northern border have from a few to many 
fine Canadian students, and so do many institutions in other parts of the country. 
College administrators and the armed services would be faced on the one hand 
with university regulations and in some instances State laws requiring mili- 
tary training of all male students, and on the other with the provisions of a 
Federal law excluding some from such instruction. Members of religious sects 
whose tenets forbid them to take oaths, but who are entitled by law to admission 
to public universities of the States in which they are resident, would pose the 
problem of whether the student may be legally denied admittance to a uni- 
versity which also under law or lawful regulations must require him to take 
instruction from which he would be banned by Federal law. 
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It is also possible that a few students , in their immaturity and lack of appre- 
ciation of possible eventual consequences, may refuse to sign a certificate of 
loyalty merely in order to avoid the military training requirement. We believe 
that two additional years of maturity beyond high school, under college training 
including both the instruction and the example of officers of the armed services, 
effects a substantial change in the attitudes and judgments of most such young 
nen. 

I have mentioned the immaturity of the students involved, and wish to point 
out that at the time of entry into college most young men are 17 or 18 years of 
age, and many as young as 16. There are also several hundred young men who 
enter the basic course of the senior division, ROTC, at the end of their sophomore 
year in high school, as students in military junior colleges. Their ages, I should 
judge, would be about 15 on the average, with some as low as 14, the minimum 
age for entry into ROTC 

In all the member land-grant institutions of our association save one, basic 
military training is required of all physically fit male students. In several 
States this requirement is written into State law. Illinois law says that the 
eurriculum at the university shall include “for all male students, military 
tactics.” The Kansas statute says such course “shall be compulsory and be 
required of every regularly enrolled male student.’ The statute establishing 
the University of Maine says “military tactics shall be taught * * * to all the 
students.” The statutes of the State of Washington provide that the regents 
of the State College of Washington shall “provide that all male students are 
trained in military tactics." The West Virginia code provides that “male stu- 
dents of suitable age in the university shall be required * * * to enroll in the 
department of military science.” Pertinent provisions of certain State laws, 
together with their citations, are appended. 

The land-grant institutions in several States have called my attention to 
State statutes which have not been subject to interpretation by the courts, and 
which in the absence of court review may or may not be considered as requiring 
military training of all able-bodied male students in the land-grant institution 
of the State. These statutes in most cases specify that military training shall 
be “included in the curriculum” of the land-grant institution, but do not specifi- 
cally state that it shall be required of all male students. The land-grant insti- 
tutions in these States have required military training of all male students 
since their founding, and some are of the opinion that the State law makes this 
mandatory, others that it merely requires the offering of military instruction 
and leaves its requirement to the discretion of the trustees. Statutes of this 
type to which mv attention has been called exist in Alaska, Florida, Indiana, 
Mississippi, Missouri, Oklahoma, Wyoming, and probably in several other States. 

Basic course military instruction, whether the student is formally enrolled 
or not enrolled in the ROTC, involves no financial compensation to the student 
except in the Navy’s Holloway plan, which would be covered by the amended 
language suggested, as would all other ROTC students now or in the future 
receiving financial compensation from the Government. Basic instruction in- 
volves access to no classified information of any kind, and involves no com- 
mitment on the part of the Government to accept the student either into the 
advanced course or as an officer. Its military value lies in a general orienta- 
tion to the problems and history of national defense and of the specific services, 
and training in basic military precepts. Beyond its direct military value it has 
substantial values in training in the responsibilities and obligations of citizen- 
ship, and in developing qualities both of leadership and of obedience to duly 
constituted authority. It gives to all young men a common experience regard- 
less of wealth, social status, or the previous background and influences to which 
they have been exposed. In many colleges and universities the nature of this 
requirement is such, either by State law or by trustee action having full legal 
sanction, that unless it is enforced on all students there is doubt that it can be 
enforced on any students. 

In the period between World War I and World War II there was a strong 
movement on the part of groups of varying backgrounds and motives to abolish 
compulsory military instruction in public universities. In the case of the Uni- 
versity of California the legal action was carried through to the Supreme Court 
of the United States, which in the case ofHamilton et al. v. The Regents of the 
University of California (Decision No. 55, October Term, 1934) unanimously 
upheld the right of the regents of the university as a legally constituted arm of 
the State to adopt a rule of conduct applying “to all students of the same class. 
The Court held that the students required by order of the regents to take mili- 
tary training did not “thereby serve in the Army or in any sense become a part 
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of the Military Establishment of the United States” and that therefore the 
instruction required violated no religious precepts or scruples held by the 
student. It took judicial note of the “long established voluntary cooperation 
between the Federal and State authorities in respect of the military instruction 
of the land-grant colleges,” through which the Federal authorities have fur- 
nished military instruction to students required by State authority to tuke 
military training, regardless of whether the students were formally enrolled 
in ROTC or not. 

This Supreme Court decision ended the legal challenge to the right of public 
colleges and universities to require basic military training of all their male 
students. It is fortunate that it did, because the land-grant colleges and State 
universities having compulsory basic military training furnished annually from 
60 to 80 percent of all Reserve officers for the Army (including the Air Corps) 
between World War I and World War Il. The availability of these Reserve 
officers for mobilization was credited by Generals Marshall, Eisenhower, and 
Bradley in their reports as Chiefs of Staff with having materially shortened 
World War II. 

I respectfully suggest, Mr. Chairman, that the present wording of section 731 
of the Defense Department appropriation bill may, if not amended or inter- 
preted to allow the Armed Services to furnish instruction to all male students 
whether or not formally enrolled in the ROTC, open the way to a new challenge 
either to the authority or to the ability of the States and their public colleges 
and universities to maintain a compulsory military course for their freshman 
and sophomore students. A similar problem would be posed, though without 
the same legal complications, for the many private universities requiring mili- 
tary instruction. 

The Supreme Court decision referred to raises doubt about the ability of a 
public university to enforce a requirement which does not apply to all students 
“of the same class.” Some of the State laws cited below, and the trustees 
regulations governing many public universities and have the sanction of law, 
make no exceptions other than the obvious ones of physical disability and 
previous military service. If a handful of students are barred by Federal law 
from receiving military instruction from the regular military faculty, it would 
clearly be impracticable for the university to establish its own military faculty 
for the instruction of these few students, but unless this is done the validity 
of the requirement for all the students may be subject to legal challenge. It 
would be an anomaly indeed if an act of the Congress designed to strengthen 
national security resulted in an effect opposite to the intention of its sponsors. 


PERTINENT ExCERPTS FROM STATE LAWS REQUIRING BASIC MILITARY TRAINING IN 


LAND-GRANT COLLEGES AND UNIVERSITIES 


CALIFORNIA 


California Statutes 1867-68, creating the university, provide (par. 4) that: 

“* * * all able-bodied male students of the university, whether pursuing full 
or partial courses in any college, or as students at large, shall receive instruc- 
tion and discipline in military tactics in such manner and to such extent as the 
regents shall prescribe * * *.” 

The United States Supreme Court, in a unanimous decision of 1984 (No. 55 of 
that year) noted that the order of the California regents required military 
training of all able-bodied male students at the university “prescribes a rule of 
conduct and applies to all students belonging to the defined class” and not only 
upheld the ruling of the regents but also noted that the order of the regents con- 
stituted a “statute of the State of California,’ within the meaning of paragraph 
237 (a), Judicial Code, as “an act legislative in character to which the State 
gives sanction” through a constitutional department or function of State govern- 
ment. 

KANSAS 


Section 76-436, General Statutes of Kansas 1949 (applying to Kansas State 
College of Agriculture and Applied Science, Manhattan). 

“76-4386. Military training and training in other branches of the Armed Forces 
compulsory ; exceptions. 
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“That al) colleges or universities in this State which have been organized 
under the provisions of the act of Congress of July 2, 1862, known as the Morrill 
Act, the title of such act being ‘An act donating public lands to the several States 
and Territories which may provide colleges for the benefit of agriculture and the 
mechanic arts,’ shall include in their course of study a course, or courses, in 
training and tactics in any one or more of the following armed services, to wit, 
the Army, Navy, Marine Corps, Coast Guard, or any other armed service of 
the United States. One of such courses shall be compulsory and be required of 
every regularly enrolled male student of such university or college during the 
freshman and sophomore years: Provided, however, That any such student who 
on account of any physical defect or disability is unfit or unable to pursue such 
course or Whose health will not permit may be excused from taking such military 
or armed services training courses: Provided further, That students coming to 
institutions covered by this act with previous training in or for some branch of 
the armed services may be exempted from such courses in training and tactics, 
and, if so exempted, any be allowed college credit for time served in the Armed 
Forces as shall be appropriate in the individual case.” 


MAINE 


oro 


Private and Special Laws, 1865, chapter 352—Law Establishing a College of 
Agriculture and the Mechanic Arts (now University of Maine) Board of Trustees, 
Powers and Duties. 

“Section 10, Military tactics shall be taught, during some suitable part of the 
year, to all the students; and they shall be required to form and maintain such 
habits of obedience and subordination as may be useful to them if called into 
military service, * * *” 

SOUTH CAROLINA 


A communication from the assistant business manager of the Clemson Agri- 
cultural College, under date of May 8, 1954, states that in his opinion the South 
Carolina statute by inference makes mandatory the requirement of basic mili- 
tary training at Clemson, although no occasion has arisen to determine their 
intent, 

WASHINGTON 


Revised Code of Washington, section 28.80.130, Powers and duties of regents 
of the State College of Washington: 
“The regents of the State college shall * * * 
“Section 6: Provide that ali male students are trained in military 
tactics * * *” 
WEST VIRGINIA 


West Virginia Code of 1949. 18-11-6. 

“Section 1876. (6) Military training; Federal aid.—Male students of suitable 
age in the university shall be required, under such regulations as the board of 
governors shall prescribe, to enroll in the department of military science. Such 
students shall serve for the time required by such regulations and shall be en- 
titled to such special privileges and immunities as the board of governors may 
determine * * *” 

WISCONSIN 


“Wisconsin Statutes, 1951 

Section 36.15 

“University ; open to both sexes; military instruction. 

“All schools and colleges of the university shall, in their respective depart- 
ments and class exercises, be open without distinction to students of both sexes ; 
and every able-bodied male student therein, except those granted exemption 
under rules and regulations prescribed by the board of regents, shall during 
his freshman and sophomore years of attendance receive instruction in military 
science and tactics.” 

Nore.—For the situation in several other States whoge laws may or may not 
make military training mandatory at land-grant institutions, see the text of 
the statement above. 

ILLINOIS 


Statutes of the State of Illinois (Ill. Rey. Stat., 1951, ch. 144, see. 46) are 


as follows: 
“All pupils attending the said university shall be taught, and shall study, 
such branches of learning as are related to agriculture and the mechanic arts, 
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and as are adapted to promote the liberal and practical education of the in- 
dustrial classes in the several pursvits and professions of life, without exclud- 
ing other scientific and classical studies, and including, for all male students, 
military tactics.” (1873, May 7, Laws 1873-74, p. 18, No. 6.) 


GENERAL STATEMENT 


Dr. Cuanpier. My name is Robert F. Chandler, president of the 
University of New Hampshire. I am here as chairman of the com- 
mittee on national defense of the Association of Land-Grant Col- 
leges and Universities. 

I would like to refer to H. R. 8873, sec. 731, which reads as follows: 

No part of the funds appropriated herein shall be expended for the support 
of any student in basic courses on the senior division, Reserve Officers Training 
Corps, who has not executed a certificate of loyalty in such form as shall be 
prescribed by the Secretary of Defense. 

If we understand this section, correctly, this stipulation is being met 
at the present time, and we consider it to be unnecessary. 


SUGGESTED AMENDMENT 


However, if it is retained, we suggest the amendment read as 
follows: 


No part of the funds appropriated herein shall be expended for the “direct 
financial’ support of any student * * *, 


and so forth. 
In other words, by inserting the words, “direct financial” before 
the word “support.” we are attempting to clarify the word “support.” 


Senator Fereuson. It could be interpreted to mean, in your opinion, 
what ¢ 

Dr. Cuanpier. The thing we would like to determine, is what the 
committee considers the word “suport” does mean. You see, the 
ROTC students are divided into two groups; we have the so-called 
basic students who, for the first 2 years of college, are required to take 
the ROTC program. All but one of the land-grant colleges in the 
United States has this requirement for male students. 

Senator Frerauson. What college is that ? 

Dr. Cuanpier. That is the University of Minnesota. All the other 
land-grant colleges require it. 

Senator Frreuson. All of the others except Minnesota would re- 
quire this oath for the first 2 years? 

Dr. Cuanpter. That is correct. 

Senator Frereuson. As part of the military arrangement ? 


QUESTION OF SUPPORT 


Dr. CuHanpier. Yes. Those students get uniforms, books and equip- 
ment, and instruction loaned to them. And our question is: Does this 
constitute support ? 

The advanced students receive 90 cents a day for their support 
(which amounts to about $100 a month). They also receive a uniform 
allowance. And that is direct financial support. 

Senator Frreuson. The first group gets textbooks, tuition, and 
other miscellaneous support ¢ 
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Dr. Cuanpier. They don’t get tuition, but they get textbooks and 
uniforms, including shoes, and instructions, and equipment, and any 
guns assigned to them or anything of that nature. At the end of the 
course, these items are turned back to them, as well as the textbooks. 

Senator Frereuson. Certainly if they took the oath, they are not 
involved. 

Now, is this change in language because of Minnesota? 


CONFLICT WITH STATE LAW OR TRUSTEE REGULATIONS 


Dr. Cuanpier. No, sir; it is because of the land-grant colleges 
other than Minnesota. There is a conflict between State laws and 
trustee regulations, in the various institutions. They require that all 
students sign the oath. 

Now, this bill reads that should a student refuse to sign a loyalty 
oath, he could receive no support, and therefore the interpretation 
might be that he could not take ROTC when it is required. It may 
be required by State law or trustee regulation that he take the oath. 

Senator Fereuson. Then a person would come into the school and 
he could say “Well I won’t take this oath,” and therefore he doesn’t 
get ROTC? 

Dr. Cranpier. There is a conflict between the Federal law if this 
goes through. 

Senator Feravson. “I don’t get the ROTC training then,” is what 
he would say. 

Dr. Cuanpuer. Yes. And the student in the advance course already 
has to make a statement. 

Senator Fereuson. What do you do now with a student who won’t 
take this oath ? 

Dr. CHanpier. Now that no oath is required in the first 2 years, for 
the students who have the advanced course and those who are becom- 
ing our Reserve officers, that is an optional program. 

Senator Frereuson. Let us take it before this language was put in, 
no oath is required for the first 2 years? 

Dr. Cuanpter. Not at the present time. 

Senator Ferauson. That is general ROTC work ? 

Dr. Cuanpier. That is right, and that is the basic course required, 
and then on an optional basis, people are selected from those first 
2 years to go on and take the officer training course. There they 
have to do two things: One is that they have to certify, at the time 
they go into the advanced ROTC, that they have engaged in no 
subversive activities or have not been members of any organization 
so engaging in things of that nature. When they actually get their 
commissions they have to take a regular loyalty oath as all officers in 
the Armed Forces do. 

Senator Frrevson. Well, you are finding that some of the boys don’t 
want to take this first 2 years, and they use the fact that they don’t 
want to take the oath for that? 

Dr. Cranpier. There are three classifications of people who may, 
and we don’t know yet. because this thing hasn’t been put into effect. 

Senator Frereuson. You are talking about inserting the words “di- 
rect financial” ? 

Dr. Cuannter. In front of “support.” 

Senator Feravson. Before the word “support”? 
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Dr. Cuanpuer. Yes, sir. And we would construe that that would 
apply then to advanced students, and not to the basic studenis because 
we consider they don’t receive any direct financial support, and they 
are given no compensation. 

Senator Frrauson. Even the use of a uniform, you would say would 
be no direct financial support ? 

Dr. CHanpLeR. We would assume that that would be so. 

Senator Frerauson. It is this 90 cents an hour that you are talking 
about ? 

Dr. CHanpier. Yes. 

Senator Fereuson. That the Government doesn’t give him the 90 
cents in the first 2 years but they give him the shoes and the uniform, 
and so on? 


GOVERNMENT AID AS LOAN 


Dr. Cuanpier. That is right. And that comes back again, you see. 
That is only a loan. 

Senator Frerevson. That is on a loan? 

Dr. Cuanpuier. Yes. 

Senator Ferguson. And you think even a subversive person should 
be permitted to use shoes ? 

Dr. Cuanpuier. We feel it is the person who is trying to avoid this 
at the start, probably is an immature individual, and after he has had 
the 2 years we think he would have better judgment. 

Senator Frravson. Do you think after he wore a military shoe for 
2 years, he would want to take the oath of allegiance ? 

Dr. CHanpier. Actually we feel he would be more mature. Most 
of these boys are 16 or 18 years of age. 

Senator Frereuson. There has been a lot of talk about this loyalty 
oath, and they have a lot of people excited about it. 

Dr. Cuanpier. That is right. And in the case of foreign students, 
all of the northern tier of States have Canadian students coming in. 
There are also those who have religious objections. And these people 
do take the ROTC. 

Senator Fercuson. But they don’t take the last 2 years of it? 

Dr. CuHanpurr. No; they don’t take the last 2 years. 

Senator Frrevuson. I think that you have made a very good explana- 
tion of it. 

And we appreciate your statement. 

We had Dr. Hannah on it, and he agrees with your position. 

Senator Frravson. The next is Mr. Bartlett, the Delegate from 


Alaska. 
FOREIGN DUTY ALLOWANCES 
STATEMENT OF HON. E. L. BARTLETT, A DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 
GENERAL STATEMENT 


Delegate Barrierr. Thank you. My name is E. L. Bartlett, Dele- 
gate in Congress from Alaska, and I should like to direct your atten- 
tion to section 729 of the act before you, which has the effect of denying 

449915458 
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any foreign duty allowances to residents of a Territory serving in that 
Territory in the armed services. 

The language was first inserted on the House side last year, and 
applied then to civilians as well. This committee struck the language 
relating to civilians, but retained that having to do with the personnel 
in the Armed Forces. 

The act under consideration now in section 729 makes this a part of 
permanent law. 

Mr. Chairman, this is a subject of deep concern to me, because I 
think it is most unfair. It involves so far as Alaska is concerned, 
relatively few men. Lam told by the Pentagon as of this morning that 
only about 400 or so are so concerned. But it is matter of injustice, 
it seems to me, and I do hope that the committee will give this careful 
scrutiny. 

Senator Fereuson. Let me give you a hypothetical case. Suppose a 
group from Juneau goes into the service and enlists, and one from 
Washington State, from Seattle, and we will call “A” the one that 
goes from Juneau and the one “B” that goes in from Seattle. They are 
both sent to Anchorage. What happens? How far is Juneau from 
Anchorage? Let us say about 900 miles. What happens now ? 

Delegate Barrierr. Under the wording of the law. Whe at will hap- 
pen hereafter is that the group from Juneau won't receive any foreign 
duty allowances at all. All such allowances will be 1 aasined by group 
“B” from the State of Washington, and that goes to the heart of my 
objection to this, Mr. Chairman. You have been in Alaska, and so I 
don’t have to explain geographical or other circumstances to you. 

The boy is drafted from Juneau, and let us assume he marries, and 
he goes to Anchorage, or Fairbanks. I believe all the men are trained 
at Anchorage and most of them serve there or at Fairbanks. He is 
denied overseas pay, and he is denied this cost-of-living allowance. 
The assumption is made, and I cannot understand yet why, despite 
the very long aflirmative language to the contrary appearing on page 
10 of the House report on this bill, that the Alaska youngster can 
live cheaper than the boy from Washington State and support hie 
family at a lower cost. Obviously, he cannot. His foodstuffs cost 
him just as much as they do the boy from Washington State or any- 
where else. I had a striking illustration of that last fall when I was 
in Petersburg on my way south, 

A young woman came there with a baby only a few weeks old, and 
she and her husband had to break up their home because of the Ap- 
propriations Act of last year. He was a legal resident of Alaska, 
and had lost under the new law his cost-of-living allowance. 

I had another illustration relating to a man in the Alaska Com- 
munications System in Juneau. When the time came for him to be 
drafted, his folks were living in Valdez. He had never been there, 
but he didn’t have any permanent residence, and so he merely put 
Alaska as a place of residence. He was sent to Juneau. Thereupon, 
he was denied all of these allowances, because by chance only he had 
stated Alaska as his residence. 

Senator Frerevson. Let me reverse this thing. The fellow from 
Juneau is drafted, and he comes to Seattle, Wash., and what hap- 
pens to him? 


Delegate Bartrxrr. So far as I am aware, he doesn’t receive any 
allow: ance, 
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Senator Frrouson. He does not ! 

Delegate BarrLerr. That is my understanding. 

Senator Ferauson. Suppose he went to Hawaii. , 
Delegate Barrirrr. He would receive all of the allowances then. 
Senator Frrcuson. Or if he went to Puerto Rico. 


DEFENSE DEPARTMENT RECOMMENDATIONS 


Delegate Barrierr. Then, I think he would receive all of the allow- 
ances, and I do not make that as a positive statement but that is my 
understanding. Now, I am told that Dr. Hannah appeared before 
the committee and urged an amendment to this section which would 
have the effect of deleting the words: 


allowances above the authorized allowances for comparable rating in the 
continental United States, 


and substituting, in lieu thereof, these words: 

Pay as prescribed in section 206, the Compensation Act, Public Law 351, Sist 
Congress 

and on line 6 delete the period and insert the following clause : 


And outside the continental United States. 


Now, Mr. Chairman, [ should like to support Secretary Hannah’s 
recommendation at a minimum, but I think that the minimum ought 
not to be followed in this case. ‘That is true because this has the effect 
of denying Alaska boys—and I am confining my remarks to Alaska, 
because | am not familiar with circumstances in Hawaii or Puerto 
Rico. 

Senator Frreuson. I understand that, that you are referring to 
Alaska. If you become a State now, this will all fall by the w: ayside. 

Delegate Barrierr. I assume but do not positively know such will 
be the case. ‘The fact is the benefits are now lost. 

Senator Frravuson. What about the boys going up there now and 
getting these allowances for foreign service; they will be out of luck. 

Delegate Bartierr. Well, I suppose they will ‘be if the Congress so 
determines that. I do not know that that would have to follow. By 
that, | mean these cost-of-living allowances. , 

Senator Frreuson. Don’t expect if you are made a State that you 
are going to get a priority for serving because then Michigan will 
want one. 

COST OF LIVING LIN ALASKA 


Delegate Barrierr. I will only say this, that before we reach state- 
hood, | am going to try to have justice done in recognition of a fact 
and the fact is this, Mr. Chairman, and the figures support it, that 
we haven't had a cost-of-living survey for too long. It was over 3 
years ago but the figures are comparable. At that time, the cost. of 
living in Anchorage was 41 percent higher than in the District of 
Columbia, and in Fairbanks, it was 48 percent. That is a fact that 
relates to the money the boys have to spend for their groceries, and 
the rental of the places to live and all of the other services. 

Senator Frerauson. Now, do you really think they ought to get 
overseas pay? If they get the allowance, what difference is there? 
Suppose a boy is drafted from Juneau, or Ancho ‘age, and he serves 
in his hometown, should he be paid overseas pay ¢ 
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Delegate Barrierr. I think not. I think there would be some ad- 
ministrative difficulty in that, and I will freely confess, but what I 
had particularly in mind, Mr. Chairman, was the situation where the 
boy from Ketchikan might have to serve on an outpost—say, at some 
isolated outpost on the Arctic coast. That is just as strange to him, 
and just as uncomfortable perhaps if he doesn’t happen to like that 
part of the world as it is for a boy from Michigan. Now, I do not, and 
in fact I told the House committee that I did not, believe that the 
National Guardsmen should get this allowance, boys who drill once 
or twice a week. 

Senator Frerauson. I do not either. I think that you are right. 

Delegate Barrierr. That initiated the whole thing, and I would be 
in wrong agreement with the committees that that was not an allow- 
ance which should go to them. But this is a much broader subject, 
and much more important. 

Mr. Chairman, I should like to support the amendment which I have 
already read, urged by the Department of Defense through Secretary 
Hannah. Additionally, I should like to express the hope that the com- 
mittee after adopting that amendment, will give consideration to 
inserting at the end of the paragraph as amended, the words, “or in 
Alaska.” 

I think this would be a simple act of justice for the people in the 
Territory who are being discriminated against. 

Thank you very much, Mr, Chairman. 

Senator Fereuson. Thank you very much for coming over. 

We will now recess, 


(Whereupon, at 12:15 p. m., the committee recessed) 


AFTERNOON SESSION 
Wasuinetron Navat Guw Facrory 


STATEMENTS OF ISADORE ROSENTHAL, FRANK J. REAGAN, AND 
FRED V. OUSLEY, COLUMBUS LODGE NO. 174, INTERNATIONAL 
ASSOCIATION OF MACHINISTS, WASHINGTON, D. C. 


GENERAL STATEMENT 


Senator Frrevson. The International Association of Machinists. 

Will you state your full name? 

Mr. Rosenruat. Isadore Rosenthal, a member of Columbia Lodge 
No, 174, International Association of Machinists, and on my left is 
Mr. Fred V. Ousley, president of that organization, and on my right is 
Mr. Frank J. Reagan, one of our past presidents. We are here to 
present a matter to this committee which we believe is of the utmost 
importance. 

Senator Fereuson. I will receive the statement for the record, and I 
will ask you in capsule form: What is your complaint ? 

Mr. Rosentruat. Primarily it has to do with the work condition at 
the Washington Naval Gun Factory, which is presently undergoing 
reductions in force. We had, up at the Naval Gun Factory, until very 
recently, from the outbreak of the Korean emergency, 15,000 people, 
Today that has been reduced to 9,500, and just recently 1,000 more 
people received reduction-in-force notices effective as of July 1. 
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Senator Frreuson. All right. What do you propose? That we 
just keep them on the payroll ? 

Mr. Rosenrnar. We would like to call to your attention, sir, that 
the Naval Gun Factory at present is one of the largest naval ordnance 
plants of its kind in the world. It has for 155 years been turning out 
high-grade products for the Navy. We havea plant down there which 
is only 12 blocks from the Nation’s Capitol. It is 125 acres of ground 
and has 188 machine shops. We employ the highest technical skill 
in engineers, draftsmen, and artisans, that can be found in the world. 

Senator Frreuson. Do you want us to put something in the bill that 
this work will be out of the private enterprise plants and put into the 
Government plant ? 

Mr. Rosenrnan. No, sir. That isn’t our intention at all. We don’t 
feel that we are in competition with outside industry. That isn’t our 
point at all. 

Senator Frercuson. What is the point ? 


TRAINED PERSONNEL OF YARD 


Mr. Rosenruav. Our point is this: That we have a force of people 
here that have been trained over years to produce the highest type 
and caliber of ordnance equipment, whether it is the largest gun or the 
smallest precision instrument; that these people, at great expense to 
the taxpayer, have been trained for this particular job. They are not 
the types of people that you will find in shipyards. 

Senator Frrauson. But you have exactly the same question that 
we have in plants in Michigan. When munitions are cut down, plant 
facilities have to be cut down. 

Mr. Rosenruau. That is true, sir. But we feel that our conditions 
in the world of today are such that we can’t let these people get away 
from us. 

Senator Frerevson. What are you going to do? What is your 
remedy ¢ 

TOOLS AND INSTRUMENTS RECENTLY ACQUIRED 


Mr. Rosentnan. Our remedy is that there should be a New Look. 
For the types of equipment needed today we have a factory there 
already established at great expense to the t ixpayers. We have an 
investment of hundreds of millions of dollars, and just recently we 
underwent an acquisition of $26 million of the finest machine tools 
and instruments available in the world. 

Senator Ferauson. How long ago was that? 

Mr. Rosenruar. We still have these being set up at the present 
date. One of our projects required machining to tolerances that 
we didn’t have equipment at the gun plant to produce, and we went 
out and bought Swiss jig bores that could manufacture our details and 
break it down to the ten-thousandth part of an inch in order to produce 
that product for the Government. 

Senator Frreuson. Yes, but we get the report from the military, 
from the Navy, to decrease the requirement, brought about to a 
considerable extent by cessation of hostilities in Korea making it 
necessary to cut back employment at nearly all the naval ordnance 
factories, including the Naval Gun Factory. That is what happened 
to naval ordnance in Detroit. It was cut back. What is the remedy? 
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Mr. Rosenrua.. We understand, sir, that we have reached an era 
when we are to go into production of guided missiles, atomic equip- 
ment, what we call the New Look. We feel that the Government has 
the plant there already established, and that they could put this type 
of work into that plant and keep that nucleus of people going. 

Senator Frerevson. But then it would take it out of the private 
plants, the civilian plants, if they did that. 

Mr. Rosentuan. We don’t feel that way, sir. 


Senator Frrevson. Well, why not? If there are enough other 
facilities to do it? 


ALLOCATION OF WORK TO NAVY YARD 

Mr. Reacan. Would you permit me, sir? Our policy, to be brief 
about this, is that we think we should have work allocated into this 
navy yard, because we can produce it as economically as anyone, meet 
the standards of the Navy Department, which are very rigid require- 
ments, and also produce this work as cheap or much cheaper than 
perhaps some of our competitors, We do not openly compete with 
private industry, but nevertheless when we take a bid we have to 
compete with all outside industry, more or less. 

Senator Ferreuson. Don’t you have to compete with outside 
industry ? 

Mr. ReaGan. Yes, sir, we do. And that is why a modernization of 
our equipment has gone into effect within the last 2 years, so that 
we would be in a better position to meet the standards and to meet 
competition on the outside. 

It has always been a fact that private industry does not like to 
have the Government go into too much business. We know that. 

Senator Fercuson. Don’t you agree with that? Isn’t that your 
philosophy ¢ 

Mr. Reagan. Oh, surely. We have no competition with them in 
that way. Because our rate of pay is even established by private 
industry. But I think the point was where we would secure this work, 
If you will bear with me, sir, before me I have a Wall Street Journal 
under date of Wednesday, April 21, 1954. I believe that the paper 
is very authentic in their articles. 


OFFSHORE PROCUREMENT 





This is an article by George E. Cruikshank, entitled “Defense Busi- 
ness.” This refers to a $1,200 million melon of war goods orders. I 
would like to have all of this inserted in the record, sir, with your per- 
mission, but if you would permit me I would like to quote some parts 
of it. 

Senator Fercuson. That is on the question of offshore procurement ? 

Mr. Reaaan. I will skip some of it that I don’t think is pertinent, but 
nevertheless I will go into this. This says: 


Under the “offshore” scheme, the United States since early 1952 has channeled 
over $2.2 billion in defense contracts to foreign firms making ammunition, elec- 
trical equipment, cars and trucks, small boats, tanks, airplanes and parts, and 
other goods. The idea is to boost defense production capacity abroad, spur 
lagging economies in Europe and elsewhere, and stimulate foreign trade by pro- 
viding foreign nations with United States dollars. 











DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 837 


While business was booming in the United States, opposition to this idea was 
slight. But it has grown mightily in recent months, as defense outlays were cut 
back, and some sections of the economy began to sag. 

It goes on to say that spokesmen for both builders, munitions plants, 
railroad-car makers, and other defense suppliers have put in a protest 
to the Defense Department to secure some of this work. 

Up to now, almost none of these orders have been placed, though it’s rumored 
there may be a big splurge of contract letting overse: is before the end of June. 
Defense Department officials plan to award another $500 million or so of con- 
tracts to firms abroad in the 1955 fiscal year. This $500 million and the fiscal 
1954 figure of $700 million add up to a $1.2 billion melon. 

Just how much of this offshore buying might be diverted to United States 
factories can’t be foretold. Much will depend on whether or not the current 
business slowdown drags on. 

Later on, as quoted here, it says: 

We let them know it didn’t make sense to give foreign yards contracts when 
our own facilities were almost out of business. 

Senator Ferauson. I asked the Navy the other day that question, 
how many ships they were building in foreign ports, and they said they 
were not building a ship for America. T hey are only building some— 
and I asked them to put in the rec ord the number—for the foreign-aid 
program. 

Mr. Reagan. May I continue ? 

Senator Frerauson. Yes. 

Mr. Reagan. Further along, the article says: 

Moreover, Tracy Voorhees, director of the Pentagon’s offshore procurement 
program, recently promised a House committee he and his aides will “restudy” 
the offshore plan “in the light of distressed unemployment areas.” 

I would like to deviate from this quotation here, sir, and bring to 
your attention that in the city of Washington at the present time—— 


EMPLOYMENT CONDITIONS IN WASHINGTON 


Senator Frrauson. Is Washington a distressed area? We have 
about eight of them in Michigan. 

Mr. Reagan. If I may quote from the Labor Market News, the city 
of Washington at the present time is within a very small fraction 
of a point from being declared a distressed area 

The estimated jobless figure of 35,500 is 1,400 more than January, which 
was expected to be the low point for the winter months. Unemployment in 
the area is now dangerously close to 6 percent of the total labor force. If 
unemployment reaches 6 percent as a result of substantial layoffs in the pub- 
lishing industry and the Naval Gun Factory, the locality would be classified 
by the Department of Labor as a substantial labor-surplus area eligible for 
special consideration in awarding Government contracts. 


BASIS FOR OFFSHORE PROCUREMENT POLICY 


Senator Frreuson. Have you seen the argument of the military 
about this offshore procurement? Part of it is that they believe it is 
advisable on the grounds that these nations are to produce the material 
with which to fight in the future to defend their liberties. 

Mr. Reagan. Yes, sir. 
Senator Fercuson. And unless we in America are going to forever 
supply them with not only the first material but w ith spare parts, 
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they are going to have to dothis. That is one of the strong arguments 
of the military. 

Now, I am somewhat out of sympathy with the offshore procure- 
ment, I will tell you frankly. I think that when a factory is idle here, 
American taxpayers should not be manufacturing goods abroad. But 
that is the policy, and unless the Appropriations Committee will say 
that none of this money shall be used for offshore procurement, they 
are going to procure offshore. 

Mr. Reacan. We do believe, in plain words, that charity begins at 
home, and we think there is a large possibility where charity probably 
could be extended right in our local district, in our place here. 

My coworker has information here about our navy yard, which 
we, very loyal people, you understand, would like to present. We 
have been investigated thoroughly down there, and we are very loyal 
people. We have had no holdups from strikes, no labor troubles, 
so that anything allocated to that yard we can promise a delivery 
date on. 

And one thing also: Work goes out of that yard and is returned. 
Many times we have work that the taxpayer spends a considerable 
amount of money on, that is returned back into this navy yard, and 
we have to spend an enormous amount of additional funds to put that 
work into a classification of acceptance where that work can actually 
be used for the purpose for which it is intended. 


EFFICIENCY OF NAVY YARD 


Senator Fercuson. You mean that private industry does not com- 
plete its work, and you have to do it over? 

Mr. Reacan. We have done it many times; yes, sir. 

One point I would like to stress here, that comes to my mind, sir, is 
that it is my understanding that in the usual battles that are performed 
by the Navy, they last for a very short duration, and those very few 
minutes carry considerable weight. Within that very short period we 
have got to have the equipment that can meet the highest type of stand- 
ards. Our whole Nation might depend upon what happens in that 
particular battle. When we go out and buy a cheap product, to me it 
is like buying a cheap suit of clothes. If you can buy it, it certainly 
might look right, but it does not give you the service. 

I am making that comparison because in this Naval Gun Factory we 
have letters of commendation down there piled up for over a hundred 
years, that are piled up for us. 


PRESENT MANUFACTURING PROGRAM 


Senator Fercvuson. What are you manufacturing now? 

Mr. Reacan. We have a list prepared that we can supply or submit 
to you. 

Mr. Rosentuat. This is a list of our present and past projects, listed 
on the fourth page of my statement here. 

Senator Ferevson. Thank you very much. 

Mr. Rosenruan. We would like to make this suggestion to you, sir. 
We feel that it is of vital interest to our Nation if possible to keep that 
nucleus of people together. We know that we have beyond any doubt 
the finest group of engineers in the world today. We know that we 
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have the best drafting departments. We have highly skilled artisans 
and the many allied trades that are needed down there to do electronic 
work. We can make the smallest precision work or the biggest gun. 
Everybody thinks of us as a gun factory, but that is a misnomer in that 
we can build anything other than a gun. This is not to be confused 
with a navy yard or shipyard. It has recently been changed to Naval 
Gun Factory. However, we feel we have come from ground shots to 
rockets, and we would like to add the word “atomic” onto our plant if 
possible. We feel it would be a loss to our Government to lose those 
people ; that any word that could be put in to save the situation would 
be like fire insurance. It pays for itself in the long run when you 
need it. 
REPORT TO DEPARTMENT OF THE NAVY 


Senator Frrevson. Am I correct in assuming that you made this 
report to the Navy officials? 

Mr. Rosenrua. Yes. 

Senator Fercuson. What was their reaction ? 

Mr. RosentHat. We went to the Bureau of Ordnance. We started 
with Admiral Schoeffel, who is the Chief of the Bureau, and Admiral 
Worthington, and they assured us that it was their intent to do every- 
thing humanly possible to keep our plant running. 

Senator Fercuson. I assume they are doing that. 

Mr. Rosentruar. They are. They are trying. They have given us 
every project. But they had scheduled at one time just very recently 
to close up York, Pa., and Pocatello. This plan was to close up those 
two places and take the work and put it into the gun factory. How- 
ever, pressure was brought to bear somewhere, and those plants were 
kept running, and they are running today. Asa result of that, a lot 
of work they had scheduled for the gun factory at present has gone 
into those two plants to keep them going. And we feel that that is a 
loss, and that is why we are losing so many people down there. 

Senator Frrevson. Of course, if you close those up, those people 
are going to lose jobs. 

Mr. Rosentuar. Yes. We agree with that. Our point that we are 
trying to put over is just this 

Senator Frreuson. Tell me. What would you have the Appropria- 
tions Committee do? 

SURVEY RECOMMENDED 

Mr. Rosentuat. We would like to have you make a survey down 
there to see if it could be used for either guided missiles or atomic 
energy work. That is our recommendation to this committee. Be- 
cause we feel that that would be the nucleus to keep our place going. 

Senator Frerevson. Well, I will send a communication out from the 
chairman of the committee to the three departments of defense to look 
into how it can be used and try and get you a reply. 

Mr. Rosentoat. We know at present we have 8 months’ work there. 
What is pending from here on is according to what appropriations are 
made for the 1955 naval appropriations. That is basically what will 
keep our place going. 
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Senator Fercuson. That does not say if we put dollars in here you 
are going to get it for your gun factory. 
Mr. RosenrHat. We understand that. 


EXPERIENCE AFTER WORLD WAR I 


Mr. Reagan. Sir, I would like to call your attention to a little 
history in the past. We are faced with the same thing at the present 
time. Shortly after the World War, we had some of the most top 
mechanics that could be trained and produced in the world. And 
there came a time when they had to be let out. It was in a very short 
period after that that we scoured the country trying to get these boys 
back into that yard, and I personally was doing some of that type of 
work myself. And it was almost with fruitless efforts that we scoured 
around in different places of this country trying to induce people, 
machinists, to come into that yard to do ‘this. type of work, and we 
couldn’t do it. We had lost not just the personnel but a representa- 
tion of millions of dollars of training and so on that had been put 
into those people. 

Then we were faced with meeting emergencies, which we have been 
very adept at down there, because we have the reputation that any 
emergency that has ever been thrown into that yard, we have met. We 
met this emer gency by bringing untrained people i in, and even women, 
into that. organization, and training them up from ignorant people, 
according to our mechanical stand: ards, of course, until we brought 
them up to where we actually could produce work with them. That 
is what we have been confronted with down there. 

Now, if this goes into effect, we are going right back into the same 
category again, where the taxpayer is going to take it on the chin the 
next time a serious incident in the world happens. 

Senator Frreuson. Gentlemen, we have the military here, and I 
will communicate with them and see what we can accomplish. 


PREPARED STATEMENT 


Mr. Reagan. Can I have permission, sir, to have this made part of 
the record ? 

Senator Frrcuson. Yes. It will be made part of the record. 

(The statement referred to follows :) 


STATEMENT BY ISADORE ROSENTHAL OF LopGE No. 174, I. A. or M. 


Mr. Chairman and members of the Senate Armed Services Committee, we, the 
members of the committee of Columbia Lodge, No. 174, I. A. of M., wish to 
thank you for the privilege of appearing before you to invite your attention to a 
matter which we believe will not only weaken the defense of our Nation but 
is also an uneconomic practice. 

The United States Naval Gun Factory, Washington, D. C., which for 155 years 
has been turning out high-grade products for the Navy, is the world’s largest and 
most versatile naval armament plant. It is located only 12 blocks from the Na- 
tion’s Capitol. Despite the implication of the name, it is not a specialty plant 
confined to guns; in fact, it is recognized by the Bureau of Ordnance as the iron 
core or firehouse of the Navy. A place that can called upon to deliver the product, 
whether it be the largest gun or the smallest precision instrument. 

The gun factory has earned and been able to maintain this reputation through 
the very high quality of its skilled technicians. Here are employed the finest 
engineers, draftsmen, and skilled artisans of many allied trades. They are the 
best that can be found in the world today. 
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The general designs required of virtually every new product for which the 
Bureau of Ordannce and its laboratories develop are turned over to the gun 
factory for engineering and production of prototype models capable of being mass 
produced. After developing the needed apparatus, if manufactured by private 
industry, the gun factory acts as expert consultant. It is not unusual to see 
representatives from a number of other establishments in the gun factory seeking 
the answer to a manufacturing problem encountered in fulfilling a contract. 

In addition to furnishing the workable drawings for the product and specialized 
tools and equipment, often the gun factory must manufacture such tools and 
equipment for private industry and other Government establishments. 

Only recently, $26 million have been spent to acquire the most modern machine 
tools and instruments available in the world today. Consequently, the plant now 
has equipment and personnel capable of keeping pace with the new developments 
of modern science. 

Prior to Pearl Harbor, the Naval Gun Factory employed more than 15,000 
people. With the cessation of hostilities this figure was cut in half as a result 
of reductions in force. We lost what was equivalent to a whole generation of 
skilled artisans. These people were quickly absorbed by private industry who 
were in the midst of a boom manufacturing items which the public was deprived 
of during the war. With the outbreak of the Korean emergency, teams were 
sent out to again recruit for all types of mechanics at a great expense to the 
Government, but they could not induce these people to return as they remembered 
being uprooted from their homes and having to take their children out of school 
and settle elsewhere. We were then faced with the problem of employing women 
and semiskilled help who had to be trained at a great expense to the taxpayer. 
Our personnel at that time was increased to 13,000 people. This figure has 
now been gradually reduced to 9,400 as of March 7, 1954, when an additional 
1,000 reduction-in-force notices were given effective May 7. This will bring us 
to a level of 8,400 employees. We have reason to believe even further reductions 
will be necessary unless additional funds and work are allocated to this factory. 

Despite the tremendous monetary investment in a factory consisting of 188 
buildings on 125 acres of land, it is our belief, the Government’s chief investment 
in the gun factory is represented by the skill and knoweldge acquired by the 
artisans in its employ. 

We believe the following paragraph written by Admiral Noble when Chief of the 
Bureau of Ordnance, Department of the Navy, will bear out the vital role the 
gun factory has in naval structure. 

“During both World Wars the Naval Gun Factory has been the master techni- 
nieian and inspector for the nationwide system which the Bureau of Ordnance 
established for the production of naval weapons. Taking original designs and 
research data from other agencies of the Bureau, the Naval Gun Factory has 
made and continues to make prototype models of weapons for experiment and 
testing. Its singular success in this field may be attributed in no small measure 
to the accumulated experience and skill of its designers and mechanics, many of 
whom have several decades of service to their credit. The attributes of a long 
practice trade combined with sound training to make versatile and reliable 
craftsmen. The history of the Washington Navy Yard and the Naval Gun 
Factory is a double history. It is the record of development of naval ordnance 
from wooden gun carriages and iron cannon to the most modern automatic 
weapons and guided missiles. It is also the story of the civilian employees of 
the yard and gun factory who have rendered over 150 years of unbroken service 
to the people of the United States and their Navy.” Round-Shot to Rockets— 
TAYLOR PECK. 

In the past, when world conditions required rapid expansion of our Armed 
Forces, the gun factory was able to furnish the nucleus of new plants or advisory 
teams for plants converted to armament production ; however, unless the work- 
load is kept at a level that will afford the continued training of the necessary 
personnel, this will not be possible in the future. 

If we have reached an era when we are faced with a New Look for weapons 
of the future, we feel the gun factory is versatile enough to manufacture any type 
of weapon required by our scientists and engineers, whether it be in the field of 
electronics, guided missiles, or atomic weapons. We wish to assure you our 
personnel have passed loyalty tests and we are not confronted with strikes, 
labor disputes, and security risks. 

We firmly believe, it is economically sound to utilize this investment, thus 
being assured of receiving products of known quality and perpetuating this 
reservoir of people capable of meeting any future needs that may arise; rather 
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than experiment by placing its work in plants where the cost may be excessive, 
quality unpredictable, or ability to deliver doubtful. 

Any aid you may render in preserving the Naval Gun Factory will not only 
serve the defense and economy of the Nation, but would be greatly appreciated 
by our membership who have devoted long years of faithful and loyal service 
to our Government, 

The following is a list of projects being presently manufactured itn the Naval 
Gun Factory, also some of our recent projects. 


83-inch 50 twin, redesign Theodolites 

Mark 12 aircraft machinegun Mark 39 mines 

2-inch .75 rocket launcher Mark 12 gun 

Mark 108 rocket launcher, redesign 83-inch 70 mounts prototype 
Pressure chamber for research Skysweeper magazine 


RECENT PROJECTS 


8-inch rapid fire mount, triple Mark 23 and 24 torpedo tubes, design 

5-inch 388 mount, twin and single only 

5 inch 54 mount, original mount 6-inch rapid-fire twin mount 

Mark 102 rocket launcher Optical sight sphere assembly 
Interperometer carriage 


Unrrep States Firms BArrTte FoR SHARE OF ORDERS SLATED To Be FILLED 
ABROAD—SoME LAWMAKERS, UPSET By UNEMPLOYMENT AT HOME, PROVE SYMPA- 
THETIC—IT’s A $1.2 BILLION MELON 


(By George E. Cruikshank, staff reporter of the Wall Street Journal) 


WASHINGTON.—United States industries, seeking props under their business, 
are battling for some of the $1.2 billion of war goods orders the Pentagon now 
plans to place in foreign countries im the next year or so. 

Manufacturers of a wide range of defense items, from munitions to landing 
craft, are staging a big campaign to persuade Congress on this argument: The 
Government shouldn't buy war goods abroad when American companies are 
suffering from a shortage of defense or other business. 

Influential lawmakers in both Houses of Congress, troubled by unemployment 
in their home districts, are more than sympathetic. Such Senate powers as 
Michigan’s Senator Homer Ferguson, chairman of the GOP policy committee, 
and Georgia’s Senator Richard Russell, leader of the southern Democratic bloc, 
are planning a rough reception for the Defense Department's offshore procure- 
ment program when it comes up for a vote, probably in late June or early July 


PROPPING ABROAD 


Under the offshore scheme, the United States since early 1952 has channeled 
over $2.2 billion in defense contracts to foreign firms making ammunition, elec- 
trical equipment, cars and trucks, small boats, tanks, airplanes and parts, and 
other goods. The idea is to boost defense production capacity abroad, spur 
lagging economies in Europe and elsewhere, and stimulate foreign trade by 
providing foreign nations with United States dollars. 

While business was booming in the United States, opposition to this idea was 
slight. But it has grown mightily in recent months, as defense outlays were 
cut back and some sections of the economy began to sag. Spokesmen for boat- 
builders, munitions plants, railroad-car makers, and other defense suppliers 
have been pressuring the Pentagon, writing letters to the White House, besieging 
the State Department, the Foreign Operations Administration, and other agen- 
cies, as well as turning the heat on Congress. 

The likely result: At least some retreat by the military from its position last 
January when the Kisenhower budget estimated that contracts for over $700 
million worth of war materials would be let abroad in the 1954 fiscal year ending 
next June 30. 


BIG SPLURGE COMING? 


Up to now, almost none of these orders have been placed, though it’s rumored 
there may be a big splurge of contract-letting overseas before the end of 
June. Defense Department officials plan to award another $500 million or so 
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of contracts to firms abroad in the 1955 fiscal year. This $500 million and the 
fiscal 1954 figure of $700 million add up to a $1.2 billion melon. 

Just how much of his offshore buying might be diverted to United States fac- 
tories can’t be foretold. Much will depend on whether or not the current business 
slowdown drags on. But already there are signs that the military men are weak- 
ening a bit. One group of businessmen has just won an important skirmish in 
the fight against OSP. Jerome Healey, executive secretary of the American 
Boatbuilders & Repairers Association, describes the encounter this way: 

“We told the admirals, generals, and the other Government officials at the 
Pentagon that our 100 shipyards were slowly dying on the vine and we needed 
relief fast or our domestic yards would fold. We let them know it didn’t make 
sense to give foreign yards contracts when our own facilities were almost out 
of business. It was a struggle, but they finally saw the light.” 


MINFESWEEPER SWITCH 


The Defense Department has switched $27.5 million worth of minesweeper 
contracts, that were to be filled in Bngland, France, Italy, Portugal, and Holland, 
to United States yards. And that’s not the end, according to Mr. Healey. “They 
can’t just throw us a bone without any meat on it,” he says, adding: “They’re 
in for a lot more pressure.” 

Pentagon officials deny the switch of the minesweeper contracts means any 
drastic change in offshore procurement policy. But they concede that other 
switches may be forthcoming if, as one official puts it, “the local industry can 
make out a legitimate hardship case.” 

Moreover, Tracy Voorhees, Director of the Pentagon’s Offshore Procurement 
Program, recently promised a House committee he and his aides will restudy 
the offshore plan in the light of distressed unemployment areas in the United 
States. He said he’d check, also, to see what specific United States companies 
eould be helped by a defense contract now ticketed for a foreign factory. 


EARLIER ASSISTANCE 


Many United States businessmen will be happy to help Mr. Voorhees in his 


review of OSP; the shipbuilders are not the only entrepreneurs scrambling for 
more Government business. The Railway Car Export Corp., made up of some 
of the Nation’s biggest railway car producers, and the American Ordnance 
Association are among those busy trying to promote more defense business for 
their members. An official of AOA says ammunition makers have made a “gen- 
eral complaint that it doesn’t make sense to cut down United States plants while 
building up foreign production outlets.” 

Officials of the Baldwin-Lima-Hamilton Locomotive Corp., who claim they 
have laid off 3,000 people at their home plant outside Philadelphia, are hoping 
the shipbuilders’ success will lead to a policy of taking care of United States 
businesses. “We've outlined our plight to bigshots in the administration and 
they’ve expressed concern, but I sure hope they’ll act,” says one official of the 
locomotive company. 


CONGRESS VIEWS 


The business groups are hopeful they can persuade the Pentagon itself to 
cut down OSP, but they’re also attacking on Capitol Hill. Congress could shut 
of the program, or at least put some restraints on it so that United States 
business firms get first consideration before contracts are placed overseas. 

Senator Russell bluntly states he is against placing orders overseas when 
domestic business is suffering. 

“I’ve heard plenty of complaints from businessmen in my State, and I’ve al 
ready made inquiries about it with the Defense and State Departments,” says 
the Georgian. 

Senator Ferguson promises to “raise the issue of unemployment in domestic 
industry”? when the Defense Department makes its pitch to the Senate for funds 
to spend for overseas procurement. Hearings on offshore procurement are just 
beginning before the House Foreign Affairs Committee. 


SENATOR HUMPHREY'S OBSERVATION 


A northern Democratic spokesman, Senator Humphrey of Minnesota, reports 
that “activity in the Twin City Arsenal, outside St. Paul, is only 50 percent 
what it was a year ago.” He adds: “I can’t see why we should send millions of 
dollars worth of contracts abroad when our own industry is hard hit.” 
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In the House, many lawmakers are disturbed over the offshore orders. Repre- 
sentative Fulton (Republican, of Pennsylvania), an influential Member of the 
House Foreign Affairs Committee, complains: “Ammunition factories around 
the Pittsburgh area are being held down because orders are pouring out to 
factories in Yugoslavia. Generally, European factories are in better shape 
orderwise than many in this country.” The Pennsylvania Congressman says 
some 25 businessmen in the Pittsburgh area met recently to decide what could 
be done to get more business for United States factories instead of foreign 
factories. 

Pentagon officials are fighting back for their program with these main argu- 
ments: 

The offshore orders create a minimum mobilization base abroad which could 
be greatly expanded in an emergency. These production facilities can turn 
out ammunition, spare parts and so on, so that shipping space, in time of war, 
could be freed for other cargoes. 

“If we can get the European production base going then the United States 
taxpayer won’t have to replace the planes, tanks, guns, and ships we've already 
sent over when they become obsolescent in coming years,” claims one Penta- 
fxonian 


ANOTHER ARGUMENT 


Pentagon officials insist that diverting orders here would not have any imme- 
diate effect on United States employment. “If we switched $2 billion of orders 
here they would just be tacked on the end of the $90 billion of backlogs, and there 
would be no effect,” insist these officials. 

Some spokesmen for businessmen are far from convinced, They point, for in- 
stance, to an official Pentagon report on OSP that notes: 

“Fifty-seven OSP contracts of over $1 million each were awarded to manu- 
facturers in 9 countries in Europe during the fiscal 1952 year and have provided 
an estimated employment equivalent of over 59,000 full-time jobs for 1 year. 
Immediate employment was realized in distressed areas in France, Italy, Bel- 
gium, Denmark, Norway, Greece, and Holland. * * *” 

Says Pennsylvania’s Representative Fulton: “Just think how much that would 
help if it was spread around 20 or 30 United States plants; we’re going to see 
what can be done to accomplish that.” 


LABOR MARKET NEWS 
ISSUED BY UNITED STATES EMPLOYMENT SERVICE FOR THE DISTRICT OF COLUMBIA 
[No. 77, March 1954] 


The January trend toward stability in the metropolitan area labor market 
continued during February. Employment totaled 589,500 in February, 900 less 
than the previous 30-day period. Although the Federal Government had 1,200 
fewer employees than in January, this drop is less than any recent month. Con- 
struction employment has been declining at a rate in excess of 3,000 during each 
of the 3 months prior to February when the figure was reduced to 600. The 
total of 25,800 construction workers should be the low point for the year as 
improved weather will result in increased outdoor building projects getting 
underway. The retail trade industry recorded an encouraging gain of 1,500 em- 
ployees during the reporting period. There are still 4,200 fewer persons employed 
in this important activity than February of 1953, but the increase over January 
totals should be maintained with the traditional upswing in buying during the 
Easter season. Much of the need for labor in retail trade during February 
resulted from the annual sales held on Washington’s birthday. There were minor 
fluctuations in the area's other industries but none of unusual significance. 

Although employment, especially in Government, shows evidence of remaining 
firm at February levels the outlook for the next several months does not seem 
too optimistic. Downward adjustments in some categories are expected to be 
balanced by upward trends in other fields. 

A favorable seasonal factor will be the increase in tourist trade which has 
already started. The disturbing factor which overbalances the trend of stability 
noted in overall employment has been the consistent increase in unemployment. 
The estimated jobless figure of 35,500 is 1,400 more than January which was 
expected to be the low point for the winter months. 
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Unemployment in the area is now dangerously close to 6 percent of the total 
labor force. If unemployment reaches 6 percent as a result of substantial lay- 
offs in the publishing industry and the Naval Gun Factory, the locality would be 
classified by the Department of Labor as a substantial labor surplus area eligible 
for special consideration in awarding Government contracts. 

Job seekers found few employment opportunities during January and February. 
Reflecting the locality’s changing labor market, USES placements dropped 42 
percent in January and February compared with the same months in 1953. 
During the same period applicants for work rose by 25 percent. The supply of 
labor in all categories is substantially in excess of the demand although employers 
continue to report shortages in specific occupations such as electric and mechani- 
cal engineers, teachers for overseas draftsmen, radio operators, intelligence 
specialists, typists, and stenographers. 


Employment for Washington metropolitan area 


Estimated number of Change | Change 
employees from from 
January | February 
1954 to 1953 to 
February| January | February) February| February 
1954 1954 1953 1954 1954 


Industry division 


Total oées 5 590, 400 128, 900 —900 39, 400 


Manufacturing -- 26, 500 | 


26, 600 27, 100 —100 600 
Food and kindred products 5, 500 | 5, 600 5, 400 —100 100 
Printing and publishing , 500 10, 600 700 —100 200 
All others , 500 10, 400 , 000 100 500 


Construction 25, 800 400 34, 100 600 , 300 


26 
Transportation, communication, and public utilities , 900 42, 100 3, 200 -200 , 300 


Interstate railroads ‘ , 300 10, 300 , 200 0 —900 
Local railways, bus lines, ete 15, 900 | 16, 100 000 —200 —100 
Communication and public utilities 15, 700 | 15, 700 3, 000 0 300 


Wholesale and retail trade . , , 500 119, 400 600 +1, 100 , 100 


Wholesale trade. _- , 800 21, 200 23, 700 400 —2, 900 
Retail trade , 700 200 3, 900 1, 500 —4, 200 
General merchandise , 300 400 9, 700 900 | -400 
Food and liquor , 600 , 200 3, 700 400 900 
Autos and Accessories 8, 600 8, 600 8, 700 0 100 
Apparel and accessories , 300 3, 900 , 400 , 100 
M iscellaneous Trade 21, 700 21, 800 22, 600 100 900 
Eating and drinking places , 400 500 23, 300 100 , 900 
Retail filing stations , 800 , 800 , 500 0 300 


Finance, insurance and real estate 31, 300 31, 400 30, 700 100 600 
Service , 000 800 . 100 200 900 


Hotels and lodging , 000 7, 900 9, 000 | 100 , 000 
Personal services B ‘ 3, 900 14, 100 , 000 200 100 
All others 59, 100 58, 800 57, 100 300 2, 000 


Government é 262, 500 263, 700 286, 100 , 200 ~ 23, 600 


Federal 226, 000 227, 200 251, 600 ~1, 200 —25, 600 
State and loca 36, 500 36, 500 34, 500 0 2, 000 
Stat i) l 36, 5 36, 506 34, 5 


Prepared in cooperation with the U. 8S. Bureau of Labor Statistics. 
LaBoR MARKET NEWS 
ISSUED BY UNITED STATES EMPLOYMENT SERVICE FOR THE DISTRICT OF COLUMBIA 
No. 78, April 1954 


Employment in March increased by 1,200 over the previous month’s figures 
in metropolitan Washington. The March estimate was 593,200 as compared with 
the February total of 592,000. The labor market was stable during the first 
quarter of 1954. In January employment totaled 590,000 or 2,800 fewer than 
March. The gradual increase is mainly attributed to seasonal rises in construc- 
tion and retail trade. Other small gains were noted in public utilities, general 
merchandise, food and liquor, eating and drinking establishments, finance, insur- 
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ance and real estate, and personal service. Minor losses ranging from 100 to 700 
workers were reported by food manufacturing, printing and publishing, whole- 
sale trade, filling stations, and Government. The Federal Government loss of 
700 is considerably less than normal turnover and indicates that some job re- 
placements are being made. In the remaining categories there was no change in 
employment during the 30 day period. Compared with March of 1953 there were 
36,600 fewer persons employed this year. Over the 12-month period the largest 
losses were 23,700 in the Federal Government; 8,600 in wholesale and retail 
trade and 4,800 in construction. All 3 of these large industries improved their 
position during March and the gain should continue through the second quarter 
of the calendar year. 

The number of unemployed declined by 1,100 during the reporting period. The 
March estimate of 34,400 compared with 35,500 in February. With job opportuni- 
ties increasing slightly, especially in the area’s major industries, the number of 
jobless should continue to decline gradually until June when large numbers of 
high school and college graduates will converge upon the labor market. The peak 
employment figures of 1953 will not be attained in the foreseeable future but 
favorable adjustments to the labor market appear probable. 

Moderate increases in employment are planned by leading establishments in 
practically all reporting categories. Though small, the anticipated advances 
are already influenced by the spring tourist trade, completion by the Congress 
of departmental budgets and delayed Easter season spending. 

The importance of expanded job opportunities is illustrated by USES activities 
for the first quarter of 1954 contrasted with the same period in 1953. This year 
there were 17,397 applications for work compared to 14,537 last year for an 
increase of 20 percent. 




















Employment for Washington metropolitan area 











Estimated number of Change | Change 
employees from | from 
; i . |February| March 
( Yivis ——-——_—-_-—_—_—_- | 
Industry Division 1954 to | 1953 to 
March |February; March | March | March 
1954 1954 ! 1953 ! 1954 1954 

















































































































































































i | | 
Total 593, 200 592, 000 629, 800 1,200 | —36, 600 
Manufacturing 26,300 | 26,400| 27,000; —100}  —700 
Food and kindred products 5, 400 5, 500 5, 200 | —100 | 200 
Printing and publishing 10,500 | 10, 600 10, 900 | —100 | —400 
All others. _. 10, 400 10, 300 10, 900 | 100 | — 500 
Construction 29, 800 28, 400 34, 600 1, 400 | ; 4, 800 
Transportation, communication, and public utilities 41, 900 41, 890 43, 500 100 —1, 600 
Interstate railroads 10, 200 10, 200 11, 200 | 0}; =—1,000 
Local railways, buslines, ete | 16, 000 15, 900 16, 300 100 | —300 
Communication and public utilities 15, 700 15, 700 16, 000 0 | —300 
Wholesale and retail trade -| 120, 200 119, 800 128, 800 400 | ary 600 
Wholesale trade ; 20,600 | 20,800 23, 800 —200 | —3, 200 
Retail trade | 99,600) 99,000 105, 000 600 —5, 400 
General merchandise |; 19,100 18,900 | 20, 100 200 | =—1,000 
Food and liquor | 17,600} 17,400 16, 800 200 | 800 
Autos and accessories 8, 500 | 8, 500 8, 800 0 | —300 
Apparel and accessories 7, 000 | 7, 000 8, 800 0 —1, 800 
Miscellaneous trade 21,900 | 21, 900 22, 500 | 0} —600 
Eating and drinking places 20, 800 20,500 | 23, 500 | 300 | —2, 700 
Retail filling stations 4, 700 4, 800 4, 500 —100 | 200 

iil Dien - -= 

Finance, insurance, and real estate 31. 500 31,400 | 39,800 100 700 
Service 81,100 | 81,000 81, 100 | 100 | 0 
Hotels and lodgings 8, 000 8,000 | 9, 100 | 0} 1,100 
Personal services 14, 400 14,100 | 14, 100 | 300 | 300 
All others 58, 700 58, 900 57, 900 —200 | 890 
Government 262, 400 | 263,200 | 284, 000 —800 | —21, 600 


= oes | cocaine esis ec 


225, 700 226, 400 249, 400 | —700 | —23, 700 
ees ' 36, 700 36, 800 34, 600 —100 | 2, 109 


Federal 
State and local 
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Prepared in cooperation with the U.S. Bureau of Labor Statistics. 
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STATEMENT OF CLINTON M. WHITE, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF WASTE MATERIAL DEALERS, INC., 
NEW YORK, N. Y. 


ALUMINUM SWEATING 


Senator Fercuson. We next have the National Association of Waste 
Material Dealers, Mr. Clinton White, and then we have the Institute 
of Scrap Iron and Steel, for which I understand Mr. Katz is going 
to appear. 

Have your associations any connection ? 

Mr. Wuite. No, sir. 

Senator. Frercuson. So it will be a separate presentation. 

Mr. Wuirrre. Yes, sir. 

Senator Frrauson. I will receive your statement, and then we will 
discuss what the real problem is. 

I am going to place in the record the summary of the report from 
the Small Business Committee on this question of aluminum sweating. 
We will make that part of the record. 

(The report referred to follows :) 


May 26, 1954. 
To: Paul E. Kamerick, Chief. 
From: Leonard E, Bdwards, agent. 
Subject: Suggested amendment to Defense Appropriation Act on aluminum 
sweating operations. 

The information contained in this memorandum was furnished to the Inves- 
tigations. Division by Rebert A. Forsythe, Chief Counsel, Senate Small Business 
Committee. A series of complaints that the Air Force and Navy were actively 
engaged in the process of reducing aluminum scrap into aluminum ingots 
through the use of sweating furnaces were received by the Small Business 
Committee. It was contended that the Government competition was working 
a genuine hardship on certain civilian firms, which had performed such work 
for the Navy and Air Force under contract and that it would serve to eliminate 
these firms from doing business with the military services on a competitive 
bid basis. 

An investigation was conducted and public hearings were held on September 
28, 1953. The committee report concluded that the operation of aluminum 
sweating furnaces by the Navy and the Air Force constitutes unnecessary and 
unjustifiable competition with private enterprise. It was also recommended that 
the Defense Department take steps immediately to remove the Government from 
competition with private industry in the operation of aluminum sweating 
furnaces. 

Since the report was published the Defense Department has issued a directive 
calling for a study of all Defense Department activities that are in competition 
with private industry, and Charles 8. Thomas, Assistant Secretary of Defense 
for Supply and Logistics, testified before the House Subcommittee on Internal 
Governmental Relations that he would not recommend that the Defense De- 
partment remove itself from competition with private industry in the aluminum 
sweating field. 

The recommendation has been made that the following language should be 
included in the Defense Appropriation Act : 

“Provided further, That no part of any appropriation or fund contained in 
this Act shall be available for the acquisition, construction, or operation of 
facilities for melting or sweating aluminum scrap.” 

It is claimed that without the amendment the military will continue its 
aluminum sweating operations. The amendment has the support of Senator 
Thye, chairman of the Senate Small Business Committee. 

If the amendment is proposed, the Defense Department will probably submit 
the arguments listed below. Committee comments are in parentheses, 


44991—54——_54 
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(1) That the situation is being studied and Congress should allow the Defense 
Department to complete the study before arriving at a decision. (This same 
technique has been used before.) 

(2) That the aluminum sweating operation reveals a saving and a profit to 
taxpayers. (This argument is nebulous and difficult to disprove. ) 

(3) That the Government operation is preferable because of security regula- 
lutions. (This argument has not proved to be valid.) 

(4) That the Defense operation decreases the cost of demilitarizing scrap 
before the sweating process. (Figures presented were not convincing and a 
definite conclusion could not be drawn. ) 

(5) That the committee had agreed to an audit on costs. (GAO says it 
would be practically impossible to get an accurate cost comparison. ) 

At present private industry engaged in processing scrap is operating at only 
35 to 40 percent of capacity. 

Both major political parties and the administration have stated the Govern- 
rent should remove itself from competition with private enterprise in those 
areas where private enterprise can do the job effectively and efficiently. 

The proposed amendment presents an opportunity to take some positive 
action on the matter. 


PROPOSED LANGUAGE PROVISO 


Senator Fercuson. This other material we will not reprint, because 
it was already printed as a document, but we will refer to it in the 
:eport so that people may examine it here in the committee. 

All right. You may proceed. 

Mr. Wurre. Mr. Chairman, the purpose of my appearance before 
the committee today is to recommend, on behalf of the secondary 
material industry, that a proviso be added at the end of section 715 
of H. R. 8873, reading as follows: 

That no part of any appropriation or fund contained in this Act, and no 
funds available from prior appropriations; shall be available for the operation, 
acquisition, or construction of facilities for melting or sweating aluminum 
scrap. 

We feel that the adding of such a proviso is apparently the only 
method which will cause the Department of Defense to cease their 
competition with the private aluminum sweating industry. 

The situation created by the existence of this competition was 
called to this committee’s attention last year, but we were late in call- 
ing it to the committee’s attention and the committee was unable 

o hear us. 


COMMITTEE COMMENT 


However, the committee, in its report on the Defense Department 
Appropriations Act of 1954, included the following paragraph on 
section 622: 

The committee recommends no change in this section. However, it is the 
belief of the committee that the agencies of the Department of Defense should 
exert every possible effort to dispose of scrap and salvage material through scrap 
and salvage dealers and to avoid going into scrap operations in competition with 
such private businesses. The committee also hopes that scrap and salvage op- 
erations can be conducted in such a manner as to avoid costs associated with 
the accumulation and processing of such material. 


The chairman of this committee addressed a letter to ale 8 
Charles E. Wilson on August 13, 1953, calling the Secretary’s atten- 
tron to the committee’s report, on section 622 which I have just read. 

This matter of competition by the Defense Department with small 
lusiness was called to the attention of the Senate Select Small Busi- 
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ness Committee, and after a thorough study of this Government com- 
petition the commitee held a hearing, on September 28, 1953, at 
which both industry and the Defense ‘Department were heard. The 
annual report of the Small Business Committee to the Senate con- 
tains their findings. As you stated, the section of that report dealing 


with aluminum sweating operations will be included in the record. 
SMALL BUSINESS COMMITTEE REPORT 


With your permission, I would like to read the last two paragraphs 
of the Small Business Committee’s report. 
Senator Ferevson. You may read those. 


The background of this matter showed that the Air Force had attempted to 
justify its actions on several grounds. It had attempted to give the impression 
that private industry could not handle the generation of scrap; that there was 
unnecessary delay in getting the byproduct of scrap into industry’s hands; it 
attempted to give the impression that the National Production Authority had 
approved the action; it had attempted to give the impression that industry 
itself had given its approval to the plans. These attempts at justification were 
found to be invalid. The committee strongly disapproves of the misleading state- 
ments, inferences, and tactics by which the Defense Department attempted to 
justify its competition with private industry. 

On the basis of the testimony taken at the hearing and on the basis of all 
information contained in the files, your committee concludes that the operation 
of aluminum sweating furnaces by the Navy and the Air Force constitute un- 
necessary and unjustifiable competition with private enterprise. Your commit- 
tee recommends that the Defense Department take steps immediately to re- 
move the Government from competition with private industry in the operation 
of aluminum sweating furnaces. 


DEPARTMENT OF DEFENSE POLICY 


Senator Frercuson. But they have not obeyed that, because, they 
are back here asking for money to conduct the proceeding, although 
they are making a survey 

Mr. Wurre. I was going to say, Mr. Chairman, that the Defense 
Department apparently has taken no cognizance of the recommenda- 
tions of these two committees of the United States Senate, because on 
March 16, 1954, Mr. Charles A. Thomas, who was then Assistant 
Secretary of Defense, made a statement before the Government Oper- 
ations Committee of the House in which he said: 

The review of aluminum smelting and sweating operations of the Navy and 
Air Force has been completed. It has been decided that those facilities now 
in operation will be continued by the military departments because of the 
proven substantial savings which accrue to the Government. 

Also I received a letter from Mr. Thomas, dated April 8, 1954, in 
which he practically reiterated what he said in his statement, which I 
have just read, before the Government Operations Committee of the 
House. 


REASONS FOR POLICY 


The Department of Defense stresses mainly two reasons for con- 
tinuing and increasing this unjustified competition with private in- 
dustry. One is demilitarization, and the other is profit to the Govern- 
ment. 
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WARRANTY CLAUSE IN SCRAP CONTRACTS 


It was brought out very clearly at the hearing before the Senate 
Select Small Business Committee that there is a warranty clause in 
all these contracts for the sale of scrap. It is entitled “Scrap War- 
ranty” and reads as follows: 

With respect to all scrap covered by this contract, the purchaser represents 
and warrants to the United States that such property was offered as scrap, 
purchased by it as scrap, and that it will sell and ship or use it as scrap, either 
in its existing condition or after further preparation. 

Senator Freravson. But that only places it in the first hand. Sup- 
pose I was an agent for Guatemala, I just ask the question. 

Mr. Wurre. It says, “will only ship as scrap.” 

Senator Frravson. Sure. I buy the scrap. I am in New York 
City. 

Mr. Wuarre. Well, if it is to go to Guatemala—— 

Senator Frrcuson. No. I buy it first from the Government. I 
agree in my agreement there to ship it and sell it as scrap. But Gua- 
temala has an agent in New York City, and they buy it as scrap. 
When it gets to New York, they sell it to a foreign government, or 
they sell it as a weapon, or a part of a weapon. 

Mr. Wurrr. The State Department has an export controls covering 
arms, ammunition, and implements of war. 

Senator Ferauson. But it is listed as scrap. Suppose I sell it to a 
local person. Let’s say I sell it as scrap. The next buyer sells it as 
an article, not scrap. What they want is a guaranty that it will be 
broken up as scrap. 

Mr. Wnirer. Mr. Chairman, it was proven at the hearing before 
the Small Business Committee that there had never been a case, 
where the Department of Defense was unable to prove that this 
scrap warranty clause was violated. 

Senator Frrcuson. I say, though, that you would not have to vio- 
late the warranty. If you sold it after you bought it, as scrap, you 
have completed your warranty. 

Forsythe, are you familiar with this warranty ? 

Does that not have the effect in it that it could be sold a second or 
third time as material? 

Mr. Forsyrue (Robert A. Forsythe, chief counsel, Senate Small 
Business Committee). I have not read into it the defect because my 
only question to the military was: 

Have you ever had any case where this scrap-warranty clause has been vio- 
lated, and subsequently this scrap dealer or the waste dealer has transported 
it to some alien country or enemy? 

And they said, “No”; that they don’t feel there has been any violation 
of the scrap-warranty clause. 

Senator Frrevson. Do you not think it is subject to evasion ¢ 

Mr. Forsyrue. Oh, sure, I think that somebody could get around 
the scrap-warranty clause if they so wanted, and they could divert 
around it. 

Mr. Wurrr. Mr. Chairman, should not the Department of Defense, 
if there is any question as to the interpretation of that clause, write 
a scrap-warranty clause so that that cannot happen ¢ 

Senator Frravson. But, you see, the reason I raise that is that they 
give this as a reason, and then you come in and say that there is 
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warranty. But they do say in their defense that the reason they do 
not want to do it your way is that it could get into the hands of either 
enemies or other people as an argument. 


SUGGESTED REWORDING OF WARRANTY 


Mr. Wuire. Mr. Chairman, it is their warranty and was not written 
by the industry. If they have that misgiving, or the feeling that an 
evasion that might possibly or could occur, they could rewrite, and 
should rewrite, the se rap-warranty clause. 

Senator Fercuson. They could require the first buyer to destroy it, 
to make it junk, or scrap, which is probably the proper word. That 
is the reason I am raising this here. If they wanted to, they could 
get around that by saying that the first buyer must guarantee to make 
it serap. 

Mr. Wurre. They offer it as scrap in the first place, according to 
this. 

Senator Frrauson. Yes. 

Mr. Wuirr. It is offered as scrap, purchased as scrap, and it will 
only be sold as scrap. 

Senator Fercuson. But they come around in the next sentence, what 
you read before, and one of the reasons is that they are afraid it will 
get into the hands of somebody. 

Mr. Wuirr. AsI say, | frankly feel that the Department of Defense 
can rewrite that scrap warranty and make it so that the possibilities 
mentioned cannot occur. 


Senator Ferauson. I agree with you. 


DEMILITARIZATION 


Mr. Wuire. With your permission, I would like to, under the sub- 
ject of demilitarization, read one paragraph from Senate Committee 
on Small Business report relating to demilitarization. 

Inasmuch as the argument of necessary demilitarization for purposes of 
security was only presented when all other arguments had been exploded, it 
appeared entirely likely that there was little merit to the position taken by the 
service in this respect. Industry pointed out that scrap warranty clauses in 
existing governmental contracts for the disposal of scrap adequately protected 
the Government. Defense witnesses did not produce a single case in which a 
violation of the scrap warranty clause had occurred, although the service did 
rely upon the example of a service aircraft having been resold in an instance 
where the Government interposed no objection and where no scrap warranty 
clause had been involved. 


COST OF SCRAP 


The other subject I mentioned is the matter of cost. The matter of 
cost, when it applies to wrecked aircraft scrap, is a little different than 
the costs of other types of scrap. In other words, there are no quoted 
prices for wrecked aircraft scrap. There are no prices quoted on 
sweated aluminum pig, such as there are on other pig and ingot. 

Wrecked aircraft scrap comes in various forms; it can consist of 
whole planes, or wings, or various large parts of a plane. That type 
of scrap, when sold “as is, ” or “on the hoof,” contains contaminants 
such as tires, plastics, iron, steel, copper, and other materials. 

The value of wrecked aircraft scrap is based on the percentage of 
recovery the sweater can obtain from the scrap. It is based on what the 
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sweater pays for the entire weight of the scrap compared with the 
pig aluminum obtained from it. In other words, if the serap is on 
the “hoof,” and includes tires and other material, he is paying for that 
contaminated material and must adjust his price.accordingly. 


RATE OF RECOVERY FROM SCRAP 


For instance, just the other day, in fact yesterday, one of our mem- 
bers informed me that he had recently purchased a quantity of wrecked 
aluminum scrap at one of the airbases that had a sweating furnace. 
The rate of recovery that he obtained from the scrap was only 30 
percent, 

Senator Frrauson. What is the reason for that ¢ 

Mr. Wurre.- Because of the conglomeration of material that was 
in it. They had a furnace at this airbase, and apparently they didn’t 
think this lot of scrap was of sufficient value to sort and grade and 
sweat in their own furnace at the base. 

So it stands to reason that a 380 percent rate of recovery scrap is 
worth far less per gross pound than if the recovery is 60 or 65 percent. 

There are certain parts of an airplane which, if they are segregated, 
such as pistons and propellor blades and parts of that type, contain a 
very high percentage of aluminum. However, that type of alumi- 
num scrap, Mr. Chairman, should never go in a sweat furnace. It is 
not sweat furnace material. It is material that can go to the smelters 
and be melted down, and it should not be sweated. 


SMELTING DOWN AND SWEATING 


Senator Ferguson. What is the difference between smelting down 
and sweating ¢ 

Mr. Wuirer. As a rule, the sweating furnace is a large cylindrical 
or rectangular shaped metal tank. 

Senator Frrcuson. Is it usually electric ? 

Mr. Wurrr. It is usually fired by gas or oil. The furnace has a 
large door, so that big pieces of a plane may be put in it without 
cutting. The bottom of the furnace slopes down to the back. Alu- 
minum melts at a lower temperature than iron, copper, and the other 
contaminants. The result is that the aluminum in the wrecked air- 
craft, as they say, “sweats off” the same as on a hot day, you and I 
have beads of perspiration, It is the same thing with the aluminum. 
The aluminum goes to the lowest point of the furnace and is then 
poured into molds or pigs. 

Senator Fercuson. That is called sweating? 

Mr. Wuire. That is called sweating. 

The smelting operation is a far larger and more costly operation 
and the material is refined. The impurities that might be in pistons 
or propellors are removed, and you get as a result a much higher 
grade of aluminum than you get in a sweated pig. That is the 
difference between the two operations. 

Another matter in comparing costs is to always compare costs on 
the same type of material that is sweated. In other words, if you 
are sweating material with only a 30 percent recovery rate against 
material that is of a very high and selected grade of aluminum scrap, 
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the costs can’t be directly compared, because the scrap from which 
you obtain the aluminum pig is not comparable. 

Senator Frreuson. As I understand it, now, the military, par 
ticularly the Air, sweat, and then they get into pigs. And do they 
take the next step ? 

Mr. Wurre. They sell the pig. In other words, the Defense Depart- 
ment does not use either the scrap generated, or, if they turn it into 
the form of pig—in either case it is sold. In other words, it is the 
profit motive ; and they have stated it is the profit motive. 


COMPARISON OF OPERATION COSTS 


It has been our contention that if a comparison is made of the 
costs of operation, there are many things that enter into it to get a 
correct and fair comparison, such as the type of scrap. A proper 
comparison should be based on the weight of the scrap in the con- 
dition in which it was formerly sold as scrap, not by just taking out 
the good pieces. 

The Deputy for Procurement and Production of the Air Force 
recognized this situation when, in commenting on the McClellan and 
Tinker sweating costs, he informed the Assistant Secret ary of De- 
fense as follows: 

There are so many variables * * * such as scrap prices, ingot prices, per- 
centages of recovery, types of material charged, and annual generations * * * 
that it is risky to attempt any exact projections of the significance of these 
figures over a year’s time. 

We don’t believe that the profit motive should be considered in 
considering these operations. 

Senator Fercuson. Has the Hoover Commission ever looked into 
this question ? 

Mr. Wurre. No. 

Senator Frercuson. I mean their task force. 

Mr. Wurre. Oh, yes. They have. 

Senator Fercuson. They have a task force on this? 

Mr. Wuire. Yes. I believe they are looking into it now. The 
Hoover Commission staff is aveneening this matter, Mr. Chairman. 

We feel this way: that if is necessary or desirable that the 
Department of Defense enter into competition with private industry 
for the purpose of profit, then the Department should survey the field 
and enter those businesses which would produce the greatest profit, 
and produce products which they would otherwise purchase. 

In this case, as I said before, they do not use the end product. 


PROFIT MOTIVE 


On the subject of profit, if I may, I would like to read just a short 
paragraph from the Senate Select Small Business Committee’s report. 


Your committee feels that the alleged profit to the Government is extremely 
doubtful. Even if some Government profit could be established, the question might 
yet be asked: “Should not the Government go into all business enterprises 
where there is a chance of showing a so-called profit?” It seems rather obvious 
that the philosophy of Government itself, as practiced in this country requires a 
negative answer to that question. This conclusion would seem to be supported by 
recent committee reports of both the United States Senate and the House of 
Representatives. 
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LIMITATION REQUESTED ON FUNDS USE 


In view of the depressed condition of the domestic sweating indus- 
try and this complete disregard of congressicnal recommendations on 
the part of higher officials of the Department of Defense, we respect- 
fully request that the following proviso be placed at the end of sec- 
tion 715 of the Department of Defense Appropiration Act of 1955: 
Provided further, That no part of any appropriation or fund contained in this 
Act, and no funds available from prior appropriations, shall be available for the 
operation, acquisition or construction of facilities for melting or sweating 
aluminum scrap. 


PREPARED STATEMENT 


Senator Frercuson. Thank you very much, gentlemen. 
(The prepared statement follows :) 


ALUMINUM SWEATING OPERATIONS 
(See. 715, Department of Defense Appropriation Act, 1955) 
H. R. 8873 


STATEMENT By CLINTON M. WHITE, EXxrecUTIVE VICE PRESIDENT, NATIONAL 
ASSOCIATION OF WASTE MATERIAL DEALERS, INC., New YorkK, N. Y. 


My name is Clinton M. White. I am executive vice president of the National 
Association of Waste Material Dealers, Inc., whose headquarters are located 
at 271 Madison Avenue, New York, N. Y. The association’s membership is com- 
posed of firms located throughout the United States engaged in the collection 
and processing of secondary materials. 

My purpose in appearing before you is to recommend and urge, in behalf of 
the secondary materials industry, that this committee amend section 715 of 
the 1) partment of Defense Appropriation Act, 1955 (H. R. 8873), so that the 
Defense Department cannot continue to disregard the recommendations made 
by this committee last year. The Defense Department has completely dis- 
regarded the suggestions made to it in this committee’s report and has continued 
the operation of aluminum sweating furnaces in competition with private indus- 
try. The secondary materials industry requests that the following proviso be 
added at the end of section 715 so as to bring to an end the displacement of 
taxpaying small private business by this type of Government-owned and operated 
industrial facilities: “Provided further, That no part of any appropriation or 
fund contained in this Act, and no funds available from prior appropriations, 
shall be available for the operation, acquisition, or construction of facilities for 
melting or sweating aluminum scrap. 

Importance of the private secondary materials industry to the national economy 

The secondary materials industry, more commonly known as the scrap or 
waste materials industry, which is requesting the foregoing amendment, had its 
inception in this country well over 50 years ago. Today it consists of thousands 
of individual firms located from coast to coast. These firms range in size from 
the small general dealer handling small quantities of all types of waste mate- 
rials, such as wastepaper, cotton or wool rags, scrap rubber, scrap iron and 
steel, and nonferrous scrap metals, to the larger wholesale dealer specializing 
in one or two materia!s, The operations of waste material dealers are rela- 
tively small and come within the classification of small business. 

The waste-material dealers are an important part of the industrial economy 
of our country, The dealer has modern processing equipment and anmtple yard 
and warehouse capacity for the operation of his business. He pays taxes to 
his local community and is an integral part of its industrial life. He gives 
employment to local people. 

The secondary-materials industry demonstrated its great importance to the 
industrial life of this country during World War I and perhaps even more 
so during World War II and the recent Korean war. Our industrial economy 
during these war periods, as well as in the intervening years and up to the 
present time, could not have possibly produced our requirements, both in peace 
and in war, had it not been for the secondary-materials industry. 
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The waste-material dealer is a true conservationist. Our resources of virgin 
materials in this country are constanlty being reduced and it is the waste 
material dealegs, in cooperation ‘vith the generators of scrap and waste materials, 
who have supplied the additional materials necessary to meet our industrial 
requirements. 

Secondary materials industry cooperation with Government 

The secondary-materials industry, when given the opportunity, has always 
cooperated with all branches of the Government on matters relating to the 
disposal of scrap and waste materials generated by the Government. Our 
industry organized and conducted a 2-week scrap handling and disposal seminar 
for the Air Force in 1951; two 1-week seminars for the Navy in 1952; and two 
1-week seminars for the Army in 1953. The purpose of these seminars was to 
assist the military services in obtaining the maximum from their scrap sales, 
and it definitely was not with the idea or understanding of having the depart- 
ments bypass the waste-material dealers in the sale of their waste materials and 
scrap, or compete with small private industry in the preparation of scrap and 
waste materials, a function which has historically been performed by the 
secondary-materials industry. 


GOVERN MENT COMPETITION WITH PRIVATE INDUSTRY IN THE OPERATION OF ALUMINUM 
SWEATING FURNACES 


One of the operations of the secondary-materials industry is known as the 
“sweating” of aluminum scrap. This operation consists of preparing aluminum 
scrap, usually wrecked aircraft aluminum scrap, by removing as much of the 
contaminants as possible, cutting it into sizes suitable for charging into the 
sweating furnace, and placing the prepared material in the sweating furnace 
where the heat is regulated so as to melt or “sweat” the aluminum without 
melting the contaminants, such as iron, steel, copper, ete. The melted or 
“sweated” aluminum is drawn off into molds and is known as aluminum pig. 

Commercial sweating furnaces are operated by members of the secondary- 
materials industry, most of whom are members of the National Association of 
Waste Material Dealers, Inc. The Air Force and Navy have in recent years 
constructed aluminum sweating furnaces which they are operating in competition 
with the secondary-materials industry and at a net loss to the Government. 

At the 41st annual meeting of the National Association of Waste Material 
Dealers, Inc., held in New York in March of this year (1954), the following 
resolution was unanimously adopted: 


A RESOLUTION OPPOSING THE DEFENSE DEPARTMENT'S OPERATION OF ALUMINUM 
SWEATING FURNACES 


Whereas the Defense Department is operating aluminum sweating furnaces in 
competition with small private business ; and 

Whereas private industry has facilities, which are operating at only 40 percent 
of capacity, which can handle the Defense Department’s aluminum scrap; and 

Whereas the Senate Committee on Appropriations requested that the Defense 
Department avoid going into scrap operations in competition with private indus- 
try; and 

Whereas the Air Force and Navy were unable to justify to the Senate Select 
Committee on Small Business in open hearings their operation of aluminum 
sweating furnaces; and 

Whereas the Senate Select Committee on Small Business recommended in their 
annual report that the Defense Department take steps immediately to remove 
the Government from competition with private industry in the operation of 
aluminum sweating furnaces: Therefore it is 

Resolwed by the members of the metal dealers’ division of the National Asso 
ciation of Waste Material Dealers, Inc., That the Appropriation Committees of 
the United States Senate and the House of Representatives be urged to limit 
the funds available to the Defense Department so that they may not be used for 
the acquisition, construction, or operation of aluminum sweating furnaces; and 
it is further 

Resolved, That the executive vice president be, and he is hereby, directed to 
transmit copies of this resolution to the Appropriations Committees of the United 
States Senate and the House of Representatives. 

A copy of the resolution was sent to this committee on March 24, 1954. 
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Legislative history of scrap-preparation funds 


Expenditures for the operation, acquisition, and construction of aluminum 
sweating furnaces by the Air Force and Navy have been made‘from a special 
fund available to the military services for expenses of transportation, demili- 
tarization, and other preparation for sale or salvage of military supplies, equip- 
ment, and materials. This fund is created from the proceeds from the sale of 
scrap or salvage materials. 

Funds of this type were first provided in the Military Appropriation Act for 
1948. It was proposed by the Army, during the hearings before the House Sub- 
committee on Military Appropriations on the military appropriation bill for 1948, 
that the cost of demilitarizing .30 and .50 caliber cartridges be charged to the 
proceeds from the sales of the scrap generated from the demilitarized property. 
The committee recommended a provision, in the section appropriating funds for 
the Ordnance Department of the Army, which provided that $25 million of the 
amount received by the War Department as proceeds from the sale of scrap and 
salvage would be available for transportation, demilitarization, and other prepa- 
ration costs. The provision was enacted into law. 

A similar proviso was included in the Military Appropriation Act for 1949 and 
the National Military Establishment Appropriation Act, 1950, except that the 
amount provided for in 1950 was reduced from $25 million to $22,500,000. 

The General Appropriation Act, 1951, which included appropriations for the 
military services, contained a separate section for the scrap preparation funds. 
This section contained wording similar to the provisos in the earlier acts; how- 
ever $15 million was provided for each of the 3 military services, a total of $45 
million for the 3 services. A section similar to the one in the 1951 act was in- 
serted in each of the Department of Defense Appropriation Acts for the years 
1952, 1953, and 1954. The only change from the 1951 act to the acts for the 
years 1952, 1953, and 1954, was that the amount for each of the 3 services was 
reduced from $15 million to $10 million, a total of $30 million for each year. 

The fund for preparation for sale or salvage of military property is provided 
in section 715 of the Department of Defense Appropriation Act, 1955. Under 
this provision, the Defense Department would be authorized to use $40 million 
of the amounts received during the fiscal year 1955 from the sale of scrap and 
salvage materials for expenses of transportation, demilitarization, and other 
preparation for sale or salvage of military supplies, equipment, and materials. 


Air Force and Navy sweating furnaces 


The Air Force and the Navy have used a portion of these funds to acquire, con- 
struct, and operate aluminum sweating furnaces in direct competition with the 
secondary materials industry. At present, aluminum sweating furnaces are 
operated by the Defense Department at the following military installations: 


AIR FORCE NAVY 


Holloman Air Force Base, N. Mex. Naval Air Station, Jacksonville, Fla. 
Kelly Air Force Base, Tex. Naval Air Station, San Diego, Calif. 
McClellan Air Force Base, Calif. Naval Air Station, Alameda, Calif. 
Tinker Air Force Base, Okla. Naval Air Station, Norfolk, Va. 
Williams Air Force Base, Ariz. 


Action taken by Senate Appropriations Committee last year 

The two largest Air Force furnaces, located at McClellan Air Force Base and 
Tinker Air Force Base, were authorized by the Air Force in April 1953. This 
authorization was of grave concern to the private aluminum sweating industry. 
The fact that these furnaces would displace privately owned and operated 
sweating furnaces, which were satisfactorily handling the aluminum scrap from 
these Air Force bases, was called to the attention of this committee last year 
when the Department of Defense appropriations for 1954 were being considered. 
This committee recognized the danger of the Department of Defense competing 
with the private aluminum sweating industry and included the following sec- 
tion in its report on section 622 of the Department of Defense Appropriation 
Act, 1954 (p. 7, 8. Rept. No. 601, 88d Cong., Ist sess.) : 

“Section 622: The committee recommends no change in this section. How- 
ever, it is the belief of the committee that the agencies of the Department of 
Defense should exert every possible effort to dispose of scrap and salvage ma- 
terials through scrap and salvage dealers and to avoid going into scrap operations 
in competition with such private businesses. The committee also hopes that 
scrap and salvage operations can be conducted in such a manner as to avoid 
costs associated with the accumulation and processing of such material.” 
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The recommendation of this committee in its report was called to the attention 
of Secretary of Defense Charles Fi. Wilson, in a letter dated August 13, 1953, 
from the chairman of this committee. Senator Ferguson, in his letter, directed 
Mr. Wilson’s attention to the above section in this committee’s report, and 
stated that the Appropriations Committee was concerned over reports that 
funds provided for scrap preparation were being used for permanent installa- 
tions such as aluminum sweating furnaces which seemed to directly compete 
with private facilities. The Air Force completely disregarded this committee’s 
report and the chairman’s letter, and the furnaces at McClellan and Tinker Air 
Force Bases were completed and operations commenced which have been con- 
tinued to this time. The operation of these sweating furnaces, as well as the 
operation of Defense Department sweating furnaces at other locations has 
seriously curtailed the operation of private aluminum sweating furnaces; in 
fact, the sweating furnace of the Mars Metal Corp. which was installed to 
sweat wrecked aircraft scrap from McClellan Air Force Base has been closed 
since sweating operations were started at McClellan Air Force Base. 

Senate Small Business Committee’s investigation 

The Select Committee on Small Business of the Senate, upon receiving a series 
of complaints from small private industry that the operation of aluminum sweat- 
ing furnaces by the Government was working a hardship on them, made a study 
of the situation. These industry complaints resulted primarily from the con- 
struction by the Air Force of the 2 large sweating furnaces, 1 at McClellan 
Air Force Base near Sacramento, Calif., and the other at Tinker Air Force Base 
near Oklahoma City, Okla. The private aluminum sweating industry could see 
the creation of an Air Force “empire” in this industrial-type activity in that 
2 full-scale operations would be added to the 3 plants, described by the 
Air Force as “pilot plants,” which would displace additional private sweating 
furnaces. This expansion of the Air Force “empire” could easily include, as its 
next step, the installation of smelting equipment to manufacture ingots of special 
alloys of aluminum, brass, and bronze, or the installation of equipment to com- 
pete with other segments of the secondary materials industry in the processing 
of wastepaper, textiles, scrap rubber, and other waste materials. 

The Select Committee on Small Business of the Senate made a complete study, 
which included a public hearing on September 28, 1953, of the aluminum sweat- 
ing furnaces constructed and operated by the Department of Defense. The 
committee, on the basis of the information developed during the extensive 
study and hearing, included a section on aluminum sweating in its annual report 
(S. Rept. No. 1092, 88d Cong., 2d sess., pp. 136-138). 


Recommendation of Senate Small Business Committee 

This section of the committee’s annual report contained a review of the com- 
mittee’s study of aluminum sweating. It would be difficult to summarize this 
important section of the committee’s annual report; therefore, the complete 
section is offered for the record and I will read only the last two paragraphs of 
the report, which contain the committee’s recommendation. 

(The following section on aluminum sweating is reproduced in full from the 
annual report of the Select Committee on Small Business of the United States 
Senate :) 

“C, ALUMINUM SWEATING 


“During the past year, your committee received a series of complaints that 
the Air Force and Navy were actively engaged in the process of reducing alumi- 
num scrap into aluminum ingots through the use of sweating furnaces. Your 
committee was told that Government competition was working a genuine hard- 
ship on members of private industry who had performed such service for the 
Navy and Air Force under contract. 

“The Air Force had been operating a pilot sweating furnace at Kelley Air Force 
Base, San Antonio, Tex., since early in 1951 and another pilot furnace had been 
operating at Williams Air Force Base, Chandler, Ariz. The Navy had been 
operating four sweating furnaces since World War II, located at the Naval 
Air Stations at Jacksonville, Fla.; Norfolk, Va.; Alameda, Calif.; and San 
Diego, Calif.” 

Your committee’s investigation into the matter culminated in a public hear- 
ing held on September 28, 1953, during which both the Department of Defense 
and representatives of private industry testified 
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INDUSTRY CONTENTIONS 





Industry based its case upon the following major points: 

1, Private industry was operating at 40 percent of capacity. 

2. That certain small-business firms would be forced to close down with a re- 
sultant loss in tax revenue. 

3. That private industry has adequate facilities adjacent to the airbases in 
question. 

4. That Government operation would lead to further expansion into related 
activities. 
5. That industry is capable of handling the process more efficiently. 
6. That cost figures and recovery figures furnished by he Department of 
Defense did not give a true analysis of the cost and efficiency of the proposed 
operations. 


7. That Government-operated furnaces would operate at a loss to the taxpayers. 
8. That scrap warranty clauses in contracts between the Government and 
industry assure the Defense Department of proper handling of scrap so as not 
to endanger the national security. 
9. That no real attempt was made by the Government to consult with industry 
before setting up the furnaces in an effort to work out problems with respect 
to the handling of scrap. 





DEPARTMENT OF DEFENSE CONTENTIONS 





The Department of Defense justified Government competition in the process- 
ing of aluminum scrap along the following lines: 

1. That such an operation would reduce problems in the storing, transporting, 
and processing of aluminum scrap. 

2. The Government operation would insure the proper demilitarization of 
obsolete or wrecked aircraft. 

38. That a reduction in manpower would be effected. 

4. That there would be a saving of $294,633.11 per year as a result of the Gov- 
ernment operation. 

5. That there would be an increased efficiency in the aircraft disposal program. 

As testimony developed at the hearing, it became obvious that there were 
actually two major points of conflict. First was the matter of the cost of oper- 
ation and the resultant saving or loss to the Government; second was the prob- 
lem of demilitarization raised by the Department of Defense. 

Prior to the hearing the Air Foree had furnished certain cost data to the com- 
mittee. Witn: s for private industry demonstrated that such figures did not re- 
flect current conditions. The most glaring single error was the fact that the Air 
Force estimated current market price of aluminum scrap at 3%o cents per pound 
when the actual price was between 7 and 10 cents per pound. That one inac- 
curacy altered the entire cost study of the Air Force. 

The Air Force also stated in the information submitted to the committee 
prior to the hearing that the estimated recovery of aluminum would be 75 per- 
cent. Representatives of private industry testified that a more realistie fieure 
would be between 60 percent and 65 percent. Industry witnesses were sup- 
ported in this contention by testimony from the National Production Authority. 
This discrepancy coupled with the inaccurate price figures mentioned above 
rendered the Air Force cost study valueless. Industry witnesses also challenged 
the accuracy of figures contained in a cost study submitted by the Navy. 

During the hearing the Air Force produced a new cost study covering 18 days 
of operation of a sweating furnace at McClellan Air Force Base, Sacramento, 
Calif. The Air Force did not present these figures to the committee prior to the 
moment when the first Air Force witness was swornin. The Air Force estimated 
that on the basis of the 18 days’ study, it would realize a saving of $144,000 or 
more per year at the one installation. Most of the savings were based upon the 
theory that an enormous cost was entailed in demilitarizing aircraft, if the air- 
craft were to be sweated in private furnaces. It was the conclusion of the com- 
nittee that the service could well arrange for the sweating of aluminum on Air 
Force bases by private industry, thereby eliminating the alleged high cost of 
demilitarizing aircraft parts prior to their removal from a base. 

Inasmuch as the argument of necessary demilitarization for purposes of security 
was only presented when all other arguments had heen exploded, it appeared 
entirely likely that there was little merit to the position taken by the service in 
this respect. Industry pointed out that scrap-warranty clauses in existing govern- 
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mental contracts for the disposal of scrap adequately protected the Government. 
Defense witnesses did not produce a single case in which a violation of the scrap- 
warranty clause had occurred, although the service did rely upon the example 
of a service aircraft having been resold in an instance where the Government 
interposed no objection and where no scrap-warranty clause had been involved. 

Your committee feels that the alleged profit to the Government is extremely 
doubtful. Even if some Government profit could be established, the question 
might yet be asked: “Should not the Government go into all business enterprises 
where there is a chance of showing a so-called profit?’ It seems rather obvious 
that the philosophy of government itself, as practiced in this country requires a 
negative answer to that question. This conclusion would seem to be supported 
by recent committee reports of both the United States Senate and the House of 
Representatives.’ 

The background of this matter showed that the Air Force had attempted to 
justify its actions on several grounds. It had attempted to give the impression 
that private industry could not handle the generation of scrap; that there was an 
unnecessary delay in getting the byproduct of scrap back into industry’s hands; 
it attempted to give the impression that the National Production Authority had 
approved the action; it had attempted to give the impression that industry itself 
had given its approval to the plans. These attempts at justification were found 
to be invalid. The committee strongly disapproves of the misleading statements, 
inferences, and tactics by which the Defense Department attempted to justify 
its competition with private industry. 

On the basis of the testimony taken at the hearing and on the basis of all infor- 
mation contained in the files, your committee concludes that the operation of 
aluminum sweating furnaces by the Navy and the Air Force constitutes unneces- 
sary and unjustifiable competition with private enterprise. Your committee rec- 
commends that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum 
sweating furnaces. 

The background of this matter showed that the Air Force had attempted to 
justify its actions on several grounds. It had attempted to give the impression 
that private industry could not handle the generation of scrap; that there was 
unnecessary delay in getting the byproduct of scrap back into industry’s hands; 
it attempted to give the impression that the National Production Authority had 
approved the action; it had attempted to give the impression that industry itself 
had given its approval to the plans. These attempts at justification were found 
to be invalid. The committee strongly disapproves of the misleading statements, 
inferences, and tactics by which the Defense Department attempted to justify 
its competition with private industry. 

On the basis of the testimony taken at the hearing and on the basis of all 
information contained in the files, your committee concludes that the operation 
of aluminum sweating furnaces by the Navy and the Air Force constitutes un- 
necessary and unjustifiable competition with private enterprise. Your com- 
mittee recommends that the Defense Department take steps immediately to 
remove the Government from competition with private industry in the opera- 
tion of aluminum sweating furnaces, [Italic added. ] 


Report of the House Committee on Government Operations 

The House Committee on Government Operations is presently making an ex 
tensive investigation into the subject of Government in business. The House 
committee issued a general report on February 9, 1954 (H. Rept. No. 1197, 83d 
Cong., 2d sess., The Government in Business, General, part 1), on this subject 
which pointed out that: 

“Federal agencies have entered into so many business-type activities that they 
constitute a real threat to private industry, imperil the tax structure and are, in 
many industries, a step toward socialization.” 


Department of Defense ignored Senate recommendations 


The Department of Defense has ignored the recommendations of both your 
committee and the Senate Small Business Committee. Mr. Charles S. Thomas, 
then Assistant Secretary of Defense, testified before the Intergovernmental Rela- 
tions Subcommittee, of the House Committee on Government Operations, on 


1 Seventh Intermediate Report of the Committee on Government Operations, 83d Cong., 
2d sess., H. Rept. No. 1197. U. 8. Senate Appropriations Committee Rept. No. 601, p. 7, 
sec, 622, 88d Ceng., Ist sess. 
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March 16, 1954, that the military departments would continue their aluminum 
smelting and sweating operations. Mr. Thomas also stated in a letter to our 
association, dated April 5, 1954, after all of the above reports had been issued, 
that the Department of Defense would continue its aluminum-sweating activities. 
In view of the Department of Defense’s complete disregard of your committee's 
report and the Senate Small Business Committee's report, it is necessary that 
wording be added to section 715 of the Defense Department Appropriation Act, 
1955 (H. R. 8873), to make certain that the desire of this committee to pro- 
tect small private industry from unfair competition by Government-operated 
sweating furnaces is carried out. 


Vet income to Government is more if scrap is sold as scrap and not sweated 

We have been amazed by the way the Air Force has attempted to defend its 
aluminum-sweating operations on the contention that such operations would 
make a profit for the Government, The facts are that the Government's alumi- 
num sweating furnaces are being operated at a loss to the taxpayers and the 
Government can realize a much larger net return from its aluminum scrap by 
selling it as scrap than by sweating it into aluminum pigs, and selling the alumi- 
num pigs. In addition, the Government would receive taxes from these private 
aluminum sweating operations. 

Members of this committee are no doubt interested in the benefits to the tax- 
payers resulting from the Defense Department selling its wrecked aircraft scrap 
as scrap, rather than sweating it and selling the aluminum pigs. In any com- 
parison, it should be borne in mind that the Government does not consume either 
wrecked aircraft scrap or aluminum pigs in any of its operations. In either 
form, the material is sold. If it is necessary or desirable that the Department 
of Defense enter into competition with private business for the purpose of profit, 
then the Department should survey the field and enter those businesses which 
would return the greatest profit and produce items which it would otherwise 
purchase, 

In order to develop current information on which to base comparisons, we 
contacted private aluminum sweating firms in various parts of the country and 
obtained current prices on aluminum scrap and sweated pigs. There is no 
standard classification for wrecked aircraft scrap and usually each lot of scrap 
is offered to scrap dealers on an “as is, where is” basis. Such lots ordinarily 
consist of complete planes, sections, or items, which are highly contaminated 
and from which the recovery in aluminum sweated pig is low, ranging from 
less than 50 percent to approximately 65 percent. Before sweating such scrap, 
it is necessary for the buyer to prepare it by removing as much of the con- 
taminated material attached to the aluminum as is economically feasible. The 
weight of the material charged to the sweating furnace is much less than the 
gross weight on which the price per pound paid by the scrap dealer to the Gov- 
ernment is determined. In the studies made by the Air Force and Navy, on which 
their recoveries and costs are based, the military services used the weight of 
the wrecked aircraft aluminum scrap at the time it was charged into the fur- 
nace in making their calculations as to the recovery obtained and alleged finan- 
cial benefits to the Government of sweating their wrecked aircraft scrap as com- 
pared with selling it as scrap. Such a method does not give a proper comparison 
as the calculations should be based on the weight of the scrap in the condition 
that it was formerly sold as scrap. 

In order to get a direct and proper comparison of the benefit to the taxpayer 
of the Government selling its wrecked aircraft scrap as scrap, versus preparing, 
sweating, and selling it as sweated aluminum pig, it is necessary to base the 
calculations on the same type of material. Information recently obtained from 
operators of privately owned aluminum sweating furnaces in various parts of 
the country indicates that the market price for wrecked aircraft scrap varies 
from a low of 4% cents per pound for scrap with a recovery rate of approxi- 
mately 30 percent, to approximately 8 cents per pound for scrap with an aver- 

age 60-percent recovery rate. The current price for sweated aluminum pig ob- 
tained from such scrap is approximately 16 cents per pound. The Air Force 
can sell its wrecked aircraft scrap without any preparation or other costs, or 
can prepare it and sweat it into aluminum pigs which it could sell for approxi- 
mately 16 cents per pound. Assuming the sale at 8 cents per pound of aluminum 
scrap having an average rate of recovery of 60 percent, from a given lot of 100,- 
000 pounds of aluminum scrap, which the Government could sell for $8,000, it 
could obtain 60,000 pounds of sweated aluminum pig for which, at 16 cents per 
pound, it would receive $9,600. On this basis, the Government would receive 
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an additional $1,600 or 1.60 cents per pound for preparing and sweating the 
100,000 pounds of wrecked aircraft scrap. 
Vavy loses $71,703 in a year by sweating aluminum scrap 
Under date of June 26, 1953, the Chief of Navy Material submitted a résumé 
of the operations of the four Navy-owned aluminum sweating furnaces to the 
Select Committee on Small Business of the United States Senate. This résumé 
stated that the cost per pound for sweating aluminum scrap was as follows: 
Centa 
Naval Air Station, Jacksonville 
Naval Air Sation, Norfolk 
Naval Air Station, Alameda 
Naval Air Station, San Diego 


The weighted average cost for the 4 Navy furnaces was 2.4 cents per pound 
for sweating scrap. These costs cover only the sweating operation and do not 
include the cost of preparation for sweating. 

Under date of January 9, 1954, the Department of the Navy submitted addi- 
tional information to the Senate Small Business Committee in which it gave 
its operating cost of preparing and sweating aircraft scrap as 4.76 cents per 
pound of aluminum pig produced. On the basis of the recovery rate of 78.7 
percent given in the data furnished to the committee, this would be equivalent 
to a cost of 3.74 cents per pound of wrecked aircraft scrap processed. The 
Navy data were computed on the basis of 3,350,604 pounds of aluminum scrap 
processed during a 12-month period. During this period the Navy sweating 
operations were operated at a loss of 2.14 cents per pound of scrap processed 
(the difference between the cost of 3.74 cents per pound for preparation and 
sweating and the 1.60 cents per pound increase in value due to sweating), or 
a total loss of $71,708 for 3,350,604 pounds processed. The taxpayers would 
have benefited by $71,703 plus the local, State, and Federal taxes which a private 
sweating operation would have paid, had the Navy sold its wrecked aircrait 
scrap as scrap during this period. 
lir Force aluminum siveating operations also show loss 

The taxpayers would also have benefited had the Air Force not attempted 
to sweat its wrecked-aircraft scrap at Pyote Air Force Base and instead sold 
itas scrap. Data submitted to the Senate Select Committee on Small Business 
by the Air Force show that the Air Force charged 399,822 pounds of airframe 
scrap into the Pyote Air Force Base sweater and that the cost of operation 
was $28,648.16, an average sweating cost of 7.17 cents per pound of scrap 
sweated. The taxpayers would have benefited $22,270 (the difference between 
the actual cost of 7.17 cents per pound for preparation and sweating and the 
1.60 cents increase in value due to sweating, applied to the 399,822 pounds of 
scrap sweated) plus the local, State, and Federal taxes which a private sweating 
operation would have paid, had the Air Force Base at Pyote, Tex., sold this 
lot of wrecked-aircraft scrap as scrap. Sweating operations at Pyote have 
been discontinued. 

The Air Force has recently eompleted the construction and started operation 
of modern commercial-type sweating furnaces at McClellan Air Force Base 
and at Tinker Air Force Base. Available operating data and costs are based 
on the sweating of highly selected aluminum scrap and no data are available 
to us from which we can compute the costs on the basis of preparing and 
sweating wrecked-aircraft scrap from scrap in the form it was previously offered 
to the scrap dealers. The Deputy for Procurement and Production of the Air 
Force recognized this situation when, in commenting on the McClellan and 
Tinker sweating costs, he informed the Assistant Secretary of Defense as 
follows: 

“There are so many variables * * * such as scrap prices, ingot prices, per- 
centages of recovery, types of material charged, and annual generations * * * 
that it is risky to attempt any exact projections of the significance of these 
figures over a year’s time.” 

While some of the earlier costs at these newly constructed sweating furnaces 
may indicate that the Air Force can obtain a greater net return by sweating 
its wrecked-aircraft scrap than by selling it as scrap in a highly competitive 
market, it is confidently predicted that when all costs are taken into con- 
sideration and the value of the scrap consumed in producing aluminum pig 
is determined on the same basis as if it was sold as scrap, it will be found 
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that the new installations are also operating at a loss and that the taxpayers 
would greatly benefit if the Defense Department would discontinue its sweating 
operations and sell all of its wrecked-aircraft scrap as scrap. 

The myth of demilitarization 


The contention that it is necessary to demilitarize wrecked aircraft scrap 
before it is sold to scrap dealers was presented in great detail by the Air Force 
witnesses at the hearing before the Senate Select Committee on Small Business. 
It was stated that, in order to prevent the purchaser from salvaging and selling 
aircraft parts, it was necessary to cut the planes into small sections. The Air 
Force claimed that, by constructing sweating furnaces and sweating the wrecked 
aircraft scrap on the Air Force Base, the cost of cutting the planes into small 
sections was eliminated. « In its report to the Congress, the Senate Committee on 
Small Business referred to these claims as follows: 

Inasmuch as the argument of necessary demilitarization for purposes of 
security was only presented when all other arguments had been exploded, it 
appeared entirely likely that there was little merit to the position taken by the 
service in this respect. Industry pointed out that scrap-warranty clauses in 
existing governmental contracts for the disposal of scrap adequately protected 
the Government. Defense witnesses did not produce a single case in which a 
violation of the scrap-warranty clause had occurred, although the service did rely 
upon the example of a service aircraft having been resold in an instance where 
the Government interposed no objection and where no scrap-warranty clause had 
been involved. 

Contracts for the sale of wrecked aircraft scrap contain the following scrap 
warranty: 

Scrap warranty: With respect to all scrap covered by this contract the pur- 
chaser represents and warrants to the United States that such property was 
offered as scrap, purchased by it as scrap, and that it will sell and ship or use it 
as scrap, either in its existing condition or after further preparation. 

This clause provides that the scrap be used as a raw material which completely 
demilitarizes it. The Act of June 25, 1948 (62 Stat. 749, title 18, U. S. C. 1001) 
makes it a criminal offense to make a willfully false statement or misrepresenta- 
tion to any department or agency of the United States as to any matter within 
its jurisdiction. No scrap dealer would jeopardize himself and his busi- 
ness by violating the scrap warranty clause. The Department of Defense has 
been unable to cite a single case in which a scrap dealer has violated a scrap 
warranty clause. The scrap warranty clause assures complete demilitarization 

of military aircraft and parts available for sale, as required by the basic policy 
of the Department of Defense, without any cost to the Government. 

Scrap-metal dealers do not require any preparation of wrecked aircraft scrap 
by the Department of Defense. Scrap dealers are prepared to bid on, and to 
pick up at the bases, the scrap in the form it is generated, from complete air- 
planes, wings and fuselages, down to parts, engines, ete., of any size or condi- 
tion. Recently the Air Force offered and sold on competitive bids over 250 
reclaimed B-29 airplanes which had been flown to Pyote Air Force, Base, Tex. 
The planes were cannibalized by the Air Force so as to obtain the instruments 
and other equipment of value to them, and then turned over to the purchaser 
who cut them up for removal and sweating. It was not necessary for the 
\ir Force to cut or in any way prepare these planes for sale. 





Commission on Governmental Operations opposes Government competition with 
private enterprise 

Our request that a proviso be placed at the end of section 715 of H. R. 8873 
to require the Department of Defense to discontinue the sweating of aluminum 
scrap is in accord with the declared policy of the Congress as stated in Public 
Law 108 (88d Cong., Ist sess.). This law created the Commission on Organiza- 
tion of the Executive Branch of the Government, and defined one of its principal 
duties as “eliminating nonessential services, functions, and activities which are 
competitive with private enterprise.” 

Two members of this committee, the chairman, and the senior Senator from 
Arkansas, are distinguished members of the Commission on Organization of the 
Pxecutive Branch of the Government, which is charged with carrying out the 
above policy. 

Industry recommendation 


In view of the complete disregard of congressional recommendations on the 
part of high officials of the Department of Defense, we recommend that your 
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committee carefully review the funds that are requested by the Department 
of Defense to make certain that they do not include any amounts for operations, 
equipment, and construction of facilities which compete with the private alumi- 
num sweating industry. This recommendation is in accordance with the declared 
policy of the Congress. 

We respectfully request that the following proviso be placed at the end of 
section 715 of the Department of Defense Appropriation Act, 1955 (H. R. 8873), 
which provides funds for scrap handling, so us to bring to an end the displace- 
ment of taxpaying small privately owned aluminum sweating furnaces by the 
operation by the Department of Defense of Government-owned industrial 
facilities : 

Provided further, That no part of any appropriation or fund contained in 
this Act, and no funds available from prior appropriations, shall be available 
for the operation, acquisition, or construction of facilities for melting or sweating 
aluminum scrap. 


Senator Frrecuson. Now we have the Institute of Serap Iron and 
Steel. 

You may proceed, giving your full name. We will put into the 
record your me morandum, and then you can make some remarks and 
point out the parts that you think the committee should have in mind. 


INSTITUTE OF Scrap LRON AND STEBL, INC. 


STATEMENTS OF B. Z. KATZ AND JULIAN C. COHEN, 
REPRESENTATIVES 


GENERAL STATEMENT 


Mr. Karz. Thank you very much, Senator Ferguson. I am Ben 
Katz, and this is Julian Cohen, one of the private small-business men 
we speak about, here to lend his assistance in case you should have 
questions. 

Last year when you were considering the Appropriations Act, sir, 
we did not have an opportunity to present a case to you verbally, be- 
cause we were at that time discussing it with the agencies in the 
Department, and there were evidences of them correcting the situation, 
and so we did not. However, we found additional instances of this 
competition with our industry and filed a brief with you. 

Senator Frrcuson. Yes. Now, in the other one we had, on sweat ing 
of aluminum, they did not use the material that they scrapped. Do 
the y use yours, that you are talking about ? 

Mr. Karz. No, sir. It is sold. 

Senator Frrauson. They do practically the same thing. 

Mr. Karz. That is correct, sir. 

Senator Fereuson. So the complaint is practically the same as the 
previous gentlemen’s / 

Mr. Karz. Yes, sir. It has to do with the processing of the scrap 

Let me make it clear, Senator. First of all, as I have stated in the 
brief, we do not oppose the demilitarization program, especially in 
reference to live ammunition, that the Army has, nor do we oppose the 
surplus disposal plan, which I think we all agree on, and the Hoovei 
Commission program indicates your own preference of wanting to 
push that program to save the costs on disposal of surplus. So this 
Sane not enter into that, although the funds are provided under this 

tion. Actually, our concern is just with several million dollars or 
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several hundred million dollars, or several hundred thousand dollars 
worth of business, but the principle involved is very big, and that is 
why we are here. 


SCRAP-PROCESSING OPERATIONS DISCONTINUED 


Let me also make it clear, sir, to the credit of the Army and, to the 
extent that hey have lissealioend installations, the Navy, that, acting 
under the impetus given by your hearing and that of the Harden sub- 
committee on the House side, they have discontinued 17 out of 55 
scrap-processing operations, whic h include the baling press and shear 
operation, which I think you are familiar with. Here are the ala 
in case you want to see them. 

W e talk about baling processes primarily because that is the focal 
point in the processing operation that gives form and value content 
to the loose scrap. 

We came in because we had four instances where they have installed 
services through the use of these funds. Now they have instituted a 
survey, and we are surprised that only 17 have been discontinued, but 
in all fairness we must indicate that they are resurveying. 








FUNDS USED IN OPERATIONS 





Senator Fercuson. What funds do they use here ? 
Mr. Karz. It was my understanding that they use the funds from 
the receipts from the sale of surplus material. But I am told in some 
instances they have used funds at the depot base level that they have 
for the housekeeping arrangement or something of that sort. I 
understand the Navy and Air Force funds have been coming from 
section 715 in the current act, but in some instances the Army has 
used appropriated funds or funds at the depot level. 

Senator Fercuson. General Moore, where do you get this money? 

General Moore (Gen. Robert Moore, Office of Secretary of Defense). 
For processing surplus material for sale and excess usable supplies 
for sale, we use the “Maintenance and operations” appropriations of 
the various services. 

Senator Frrevson. Would you give them the numbers? 

General Moore. In the event any additional equipment of this 
character were to be procured during the fiscal year 1955, it would 
come from projects 1411 and 2900 in the appropriation, “Maintenance 
and operations, Army.” 

However, it is important to point out that no such purchases are 
contemplated during the fiscal year 1955. 

Commander Witirams (Comdr. Robert A. Williams, Supply Corps, 
United States Navy, Comptroller, Bureau of Supplies and Accounts). 
The Navy, in the fiscal year 1955 budget, has $500,000 for scrap han- 
dling and recovery equipment inc luded in the funds requested under 
section 715. 

Senator Fercuson. What do you mean by a revolving fund? 

Commander WiiuraMs. It is an appropriation- type amount set up 
under the general provision, section 715, which provides $40 million 
for the Department of Defense. 

There will be no equipment of this tvpe bought from the regular 
annual appropriation accounts for the Navy. 
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Colonel Burarson (Lt. Col. D. G. Burgeson, Headquarters, USAF, 
Office of the Director of Supply and Services. I am Lt. Col. D. G. 
Burgeson, Headquarters, USAF, presently assigned to the Director of 
Supply and Services. The Air Force in its proposed budget for 1955, 
so far as it pertains to section 715 of the Appropriation Acts, has 
$750,000 for the purchase of equipment. The equipment to be pur- 
chased includes truck scales, fork lifts, tugs. It specifically eliminates 
shears, balers, or sweaters, or other type of primary scrap processing 
equipment. 

Senator Frrauson. What is a tug, in this field? 

Colonel Burcrson. A tug is a piece of materials-handling equip 
ment for towing trailers and dollies, and so forth. 

Senator Frreuson. Gen. McNamara, when you say “of these funds 
or other funds shall be used for the acquisition or construction of 
scrap-processing facilities,” the words “scrap-processing facilities” 
could include almost anything, could they not, if related in any way to 
scrap? Is there a way that you could limit it? 

For instance, supposed you wanted to take a piece of metal on an 
airplane. You might melt it off with a blowtorch. I know you do 
not mean that, but I am just trying to get this language straightened 
out. 

It could mean that, could it not ? 

Gen. McNamara. Yes, sir. It could. It is broad, nonrestrictive. 

Senator Frerauson. Well, how could you limit it? You know what 
these gentlemen are interested in. They are principally interested 
in baling. 

Gen. McNamara. It being their statement, Senator, in case they 
wanted to say balers, I think they might be interested in saying 
“balers.” 

Senator Fereuson. What do you say about it? 


KEY PROCESSING MACHINES 


Mr. Karz. Very definitely, sir, the language could be very easily 
changed to prohibit the acquisition or construction of scrap metal 
balers or shears. They are the two key processmg units. 

Senator Frreuson. The shears, where they cut it up and process it? 

Mr. Katz. Those are the two key processing machines. 

We just heard as you took the phone that the Army have declared 
a dozen or so surplus. The Air Force bought some last year they 
admitted they did not need and have since transferred around and 
aren’t buying any more and have so stated, and the only one that 
seems interested in buying others is the Navy, and they have already 
declared, I think, four surplus, and they have another 8 or 10 under 
review with their only preliminary diagnosis as “justification 
doubtful.” 

So we have already in the Department of Defense 17 surplus pieces 
of equipment of shears and balers, and we expect that that list 
will be greatly expanded when the Department’s survey, which must 
be completed by August 8, is completed, and the additional dozen and 
perhaps another dozen that are under review will be discontinued. 

That brings us, sir, to this point. We impose on your good patience 
and attention, because we have the happy coincidence of presenting a 
vested interest here which is consistent with the public interest. The 





866 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


scrap industry can bale and shear scrap cheaper than most military 
installations, 

Now, let me make it very clear, sir, that we do not say we can do 
everything better. 

There are instances of an isolated military station, even in the do 
mestic United States, where, because of the operation, it would 
probably pay the Government and be in the Government interest. 

Senator Fercuson. And it would not pay you gentlemen to go to it. 

Mr. Karz. Even if it would, if it involved something like de- 
militarization of live ammunition, it may be from the security basis 
it would be better for the Army to do that there. We make no op 
position to that. We recognize that there might be isolated in 
stances where they need to use such equipment. We think this is 
clearly the exception rather than the rule, Senator. 

Then we get into the other point, where there is the big area of 
controversy, though, and that is cost. Now, in the scrap industry 
especially, costs are relative. 

As a matter of fact, relatives are quite costly in any industry, but I 
didn’t come here to entertain you but rather to point out that we have 
a nonstandard commodity. However, there are certain basic pieces 
of equipment that we can attach a break-even amount of operation to. 
So with your indulgence, let me give you just a few examples, sir, 
of installations which have attempted to be justified on the basis - 
savings to the Government, which I don’t think will withstand : 
critical analysis. 


OPERATIONS AT MECHANICSBURG, PA. 


The Navy presented to the Harden subcommittee an attempted 
justification at Mechanicsburg, Pa., in connection with one of their 
depot operations. 

[ have indicated in the margin to you, sir, the per ton figures. 
Roughly speaking after baling the scrap, they got $38 a ton. They acd- 
mitted costs of $21 a tone to bale, which is probably about right, but 
even understated, in our industry experience, for that small ton- 
nage. They claim a profit of $10 a ton, because they said they could 
only get $4 a ton for the unbaled material. 

Now. at the same time, there are public award notices, sir, for 
that period in the trade journals, which I offer for the record, such as 
the award announced in the Waste Trade Journal of January 17, 
1953 on invitation bid No. 36-028-S-53-4, which lists unprepared 
baling material awarded in that same area at an Army base, which 
sold it unprepared, which had larger tonnage, but even so, recognized 
if was not in an economical quantity to bother preparing, at respec- 
tively $32.82 per ton and $29.82 per gross ton. 

Senator Frreauson. You mean they sold it at that, unbaled? 

Mr. Karz. That is right. They sold it at that unbaled. Asa matter 
of fact, sir, for 8 months of fiscal 1953 we were under price controls, 
and there were as many as 40 bids. They used to just draw it out of 
the hat, because there was an immediate market for the material, and 
there was extremely competitive bidding. And there was a ceiling 
imposed, and there was an $8 spread. So that the price that was ac- 
tually paid or would have been paid had they allowed the stuff to be 
sold to private industry according to the directives in your Appropria- 
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tion Act then and in the Department of Defense directives, would 
have been $30, and not $4. And the result of the operation of the 
baling press at Mechanicsburg, sir, is a $16 percent ton direct loss by 
the baler. 

Now, that same error has been made in a number of the other in- 
stances where they have attempted to justify the baling or sharing 
operations. 


SUGGESTED LANGUAGE 


Senator Frrauson. Suppose we used this language: 

Provided further, That none of these funds shall be used for the acquisition 
or construction of facilities for baling or shearing scrap. 

Mr. Karz. Fine. But that still leaves us with several dozen installa- 
tions that are admittedly being further reviewed by the Department, 
and [ think we have indicated to you that 

Senator Frravson. There may be a case, an isolated case, 

Mr. Karz. Probably so. 

Senator Frrcuson. Well, we could put that in the report. 

Mr. Karz. Yes. Especially in view of the fact that the market is 
nuch depressed, and there is not too much demand, and when you are 
500 miles from a consuming station the chances are that it would be in 
he interest of the Government to consume it. 

But these abuses were made in the time of peak demand. And even 

ien they couldn't pay. 


NAVY OPERATION AT NORFOLK 


Let me just t cite one other thing in regard to costs, and we will not 
try your patience any further. ‘That is in regard to the Navy opera- 
tion at Norfolk. They list, in a report to the Committee on Govern- 
nent Operations, a list of the men employed at that installation, which 
totals 2 men on the shears, 9 men loading and unloading, 4 men doing 
smelting and other operations, in addition to some 32 men doing other 
operations that are part of the military supply function in connection 
with the salvage yard. 

For the total of 19 men, the applicable charge on baling, sir, is 
something like $13,000. Or not on baling. Excuse me. It is only 
$5,000 on baling. And it is another $10,000 or less than that on the 
heavy scrap preparation. 

In other words, either the allocation of labor charge is insufficient, 
or there are more men than needed, and our dealers in the area show 
it is both. 

I think you realized when you reviewed these figures last time, that 
the military will net a greater return by promptly disposing of its 
scrap as it is generated. Most private industry does that, sir, with rare 
exceptions. Because, unless they want to go into the scrap business, 
which, of course, they can do 

Senator Frereuson. Then they accumulate it for the purpose of 
baling. 

Mr. Karz. Every time you handle scrap, sir, it adds to the cost. 
Talking about h: indling, in some of these cost jtetific ations, the crane 
and magnet costs, which are also substantial pieces of equipment so 
far as investment costs are concerned, are not included. So that the 
cost figures for the most part just do not stand up. 
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We have been asked by the Department to review the operations 
after they finish their study, and we look forward to that. 

And may I also state that we have had good cooperation from the 
services, and they say they are willing to correct this problem. They 
have been trying. And I think they are sincere in their efforts. 

Senator Frercuson. I would like to have the services now give us a 
report on what you have heard here, after you see this report, so that 
we will have it all in the record. 

(The information referred to follows :) 


STATEMENT OF Bric. Gen. A. T. MCNAMARA, CHreF, Suppty Driviston, AC or §, 
G—4, DEPARTMENT OF THE ARMY, ON ScRAP PROCESSING OPERATIONS 


The Department of the Army has no comment on the testimony given by the 
National Association of Waste Material Dealers, Inc., because the Army does not 
operate aluminum sweating facilities. 

The Department of Defense, by Instruction 4100.15 of November 24, 1953, has 
established criteria for the eperation of commercial and industrial-type facilities 
by the military departments. Department of Defense Instruction 4100.16 of 
March &, 1954, established a schedule for the survey of existing facilities of this 
type. 

In accordance with this established criteria the Army has made a survey of 
their ferrous metal scrap baling and shearing facilities. As a result of this 
survey 11 baling and shearing facilities have been discontinued. The Army will 
continue to review the scrap baling and shearing operations to insure that they 
will be performed in accordance with established criteria. 

The Army has baling and shearing operations which must be continued because : 

(a) it is an isolated station; 

(b) it is a demilitarization operation; 

(c) it is presently operated by private industry; 

(da) it represents a savings to the Government. 

During the period July 1, 1953, through March 31, 1954, the Army made 
approximately 225,000 tons of ferrous metal scrap available to scrap dealers. 
Approximately 2 percent or 5,000 tons of this total was baled by the Army. This 
percentage reflects the small operation being conducted by the Army. This capac- 
ity of operation should also be maintained as an element of insurance to meet an 
emergency period. 

As previously stated, the procurement of additional metal scrap baling or 
shearing equipment is not contemplated in fiscal year 1955. 

The Army recommends that no restriction be placed against the baling and 
shearing operations which are operated in accordance with established criteria. 

There is attached to this report a copy of a letter dated May 8, 1954, from 
Mr. L. D. Greene of the Joint Department of Defense—General Services Admin- 
istration Commission on disposal of surplus property. The letter is addressed 
to Mr. Drake of the Office of the Assistant Secretary of Defense, and sets forth 
his views of the baling and shearing operations presently conducted by the mili- 
tary services. It should be noted that Mr. Greene is also a member of the Hoover 
Commission, and is a recognized authority in the field of ferrous scrap. 

Also attached are two additional statements prepared by Mr. Greene related 
to this problem, 

BETHLEHEM, Pa., May 8, 1954. 
Mr. Arsert B. DRAKE, 
Director of Storage, Distribution and Disposal, Department of Defense, 
The Pentagon, Washington, D. C. 


Deak Mr. Drake: The business of buying, preparing, and selling ferrous 
scrap involving manifold ramifications, is unique. The layman, regardless of 
his ability or background, bas little comprehension of the complexities in the 
industry and is seldom qualified to cope with experts in the trade. Back in the 
thirties I was invited to lecture a number of times before the Naval Finance and 
Supply School at the Philadelphia Navy Yard, the listeners being embryo supply 
officers, my subject being “Buying for Bethlehem,” and in touching on scrap, 
I remarked that one must forsake all purchasing principles, save integrity. 
\ number of years ago a young friend of mine who knew nothing of scrap got 
into the business through the accident of marriage; after a year or so, he 
plaintively asked me was he in a legitimate enterprise or a racket. It is, never- 
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theless, fascinating, and it is said that when one gets scrap in his blood, it is 
there for all time. 

With this background you can understand why I was somewhat irked upon 
reading the testimony brought out by the Intergovernmental Relations Subcom- 
mittee of the Government Operations Committee, House of Representatives, 83d 
Congress, 1st session. It was and still is my opinion that several facets of the 
subjeet were overlooked and I purpose to bring out some of them, but in the 
absence of knowledge as to costs in military scrap processing operations, will 
not comment on the closing of a number as directed by the Department of 
Defense. I will say, however, that while costs are of vital importance, the 
method of determination is equally so. Is due allowance made to cover the cost 
of culling out of scrap, items suitable for salvage? Is credit allowed, for exam- 
ple, for nonferrous scrap separated from ferrous by shearing or torching? 
Another important element is the “spread”? between the sales value of pre- 
pared and unprepared scrap. This is not a set figure as it will vary in d‘fferent 
jocations and markets. Another point: Is there any real cooperation and com- 
petition between the various elements of the services as to costs and methods 
of preparation? In my opinion, there should be. It stands to reason that some 
facilities are more efficient than others and while comparisons may be odious, 
they might well bring up the average efficiency. 

The scrap industry is or was confronted by two related problems: (1) Over- 
capacity, and (2) absence of substantial purchasing by domestic consumers. 
These two elements will be discussed separately. 

During 1951 and 1952, processors of ferrous scrap asked for and received 
necessity certificates for rapid amortization in the sum of approximately $45 
million, these covering hydraulic presses, shears, cranes, etc., $12 million worth 
of applications having been denied. During these years the demand for scrap 
was insatiable and there is reason to believe that the wide “spread” between 
the price of prepared and unprepared scrap as established by the Office of Price 
Administration, causing scrap preparation to be unusually profitable, had a 
bearing on the demand for scrap-yard equipment. In the absence of this over- 
capacity, it is questionable as to whether the Institute of Scrap Iron and Steel 
would have complained to the Congress as to ferrous-scrap preparation by the 
armed services, some of the equipment having been installed for over 20 years. 
As a matter of fact, some members of the institute were not in complete sym- 
pathy with the move, this being of my own personal knowledge. The active 
protestants were largely of the younger element in the industry not familiar 
with conditions existing prior to World War II, considering the lush years 
since that time as normal. However, there are now indications that the older 
and wiser heads have prevailed. Not only do the dealers appear to be content 
to rest on their accomplishments as to scrap preparation by the military, but 
their urgent pleas for Government loans and national stockpiling of scrap appear 
to have largely evaporated. 

(2) With the sharp drop in steel mill and foundry operations, there is little 
doubt that some scrap dealers found themselves in difficulties, but between 
marked relaxation in exnort controls by the Denartment of Commerce, 314,000 
tons of ferrous scrap having left this country in 1953 with total exports in Janu- 
ary and February of this year amounting to nearly 128,000 tons and improved 
buying recently by domestic consumers, prices are considerably higher and 
some elements of the trade are now reported to be stockpiling scrap from choice 
rather than necessity. apparently expecting still higher prices. 

On general principles. I feel strongly that Government should not compete 
with private industry, but it is at least debatable as to whether, in processing 
scrap, the Government is actually in the scrap business. Many scrap-producing 
industries, both larce and small, prepare their scrap; no doubt the dealers would 
prefer to have none of them engage in processing, but they cannot afford to 
demand such action. With Government it is another matter. 

Scrap is a waste product that must be disposed of and if for no other purpose 
than good housekeeping, a central point—the serap yard—is usually neces- 
sary. If the Government is to receive a reasonably fair return, segregation 
and in some cases, preparation by a limited number of grades is required. In 
the ease of the so-called light iron which is actually steel of a character not 
suiteble for melting, very little segregation is necessary and the only manner by 
which a greater return can be secured is by baling, preferably hydraulic. 
Denending unon the location of the depot or station and the quantities avail- 
able, together with the difference in value hetween unprepared and prenared 
scrap, a decision can be made as to whether baling is advisable. It should be 
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particularly borne in mind that, in some locations whereby nearby commercial 
facilities are limited, and if no Government preparing units are available, not 
only may the local dealers be enabled to buy the scrap at virtually their own 
price, but the opportunity for the Government to ship directly to consumers in 
various areas is lost. From the consumers’ point of view, bales prepared by the 
Government are preferable to the average No, 2 dealers’ bale. The same 
principle applies to shearing potential No. 2 scrap, but in a lesser degree. Prepara 
tion of heavy potential No. 1 heavy melting steel should be approached with 
caution. Light No. 1 from one-fourth to one-half inch gage can be sheared but I 
would question the wisdom of installing shears of much greater capacity. 
Torching is an expensive operation and certain elements of danger are involved, 
lead poisoning being only one. 

As to the matter of dealers operating scrap yards in military installations: 
During the hearings referred to in the foregoing, a remark was made—and I 
consider it to have been eunphemistic—to the effect that scrap yards are regarded 
as sensitive areas. In my opinion, were dealers permitted to operate military 
scrap yards, the sensitive situation would be compounded. 

The military at various times has been criticized for lack of realism and 
initiative in disposal of surplus property, and while it appears that in some 
cases of installations of hydraulic presses and shears the service may have 
shown excessive zeal, T am reasonably confident that on an overall basis, and 
assuming that costs are within bounds, the military has been following sound 
commercial practice. If the assumption as to costs is not justified, it should not 
he too difficult properly to train the employees. Where presses and shears are 
already installed and the tonnage of scrap available raises a doubt as to the 
wisdom of retaining them, it might be well to consider retention of the units as an 
element of insurance 

One more point: IT suegest that not too much reliance be placed on trade publi- 
cations with respect to scrap prices. This is not intended to be construed as 
criticism, but particularly in strong markets, it is to the interest of both dealers 
and consumers to minimize publicity. The grapevine in the trade is highly 
efficient and the brokers and dealers quickly learn the facts, but there is fre- 
quently a considerable lag between actual transactions and real publicity. 

Only yesterday did I receive a copy of DOD instruction of March 8, 1954, 
and my report was prepared without reference to the instruction. I neverthe- 
less hope that what IT have written may be helpful. 

The thinking leading up to the recent visit made to the Tinker Airbase by 
Mr. Kres! and me was partly based on testimony brought out by the subcommittee 
of the Select Committee on Small Business of the United States Senate, 83d 
Congress, Ist session, with respect to sweating of aluminum scrap by the Air 
Force and the Navy. You may expect to hear something from us as the result, 
probably within a week or 10 days. Generally speaking, the compmints are 
comparable to the ones made by the Ferrous Scrap Dealers, except that the 
nonferrous people appear to be still highly vocal. In this connection, it will be 
very helpful if you will have developed as soon as possible the poundage of 
aireraft scrap sweated by the Air Force and the Navy over the last 12 months 
or so, against the poundage sold to dealers without sweating. 

L. D. GREENE, 
Vember Joint DOD-GSA Committee on Disposal of Surplus Property. 


STATEMENT OF L. D. GREENE, MEMBER JOINT DEPARTMENT OF DEFENSE-GENERAL 
Services ADMINISTRATION INDUSTRY ADVISORY COMMITTEE ON DISPOSAL OF 
ScurpLvus PROPERTY 


The business of buying, preparing, and marketing ferrous scrap involving 
manifold ramifications, has little in common with other commercial enterprise. 
The layman, regardless of his background or ability, has no comprehension of 
the complexities in the industry and is seldom qualified to cope with experts 
in the trade. tack in the thirties I was invited to lecture a number of times 
before the Naval Finance and Supply School at the Philadelphia Navy Yard, 
the audience being composed of embryo supply officers. My subject was “Buying 
for Bethlehem,” and in touching on scrap, I remarked that one must forsake 
all normal purchasing principles, save integrity. A number of years ago a 
young friend of mine who knew nothing of scrap, entered the business through 
an unusual set of circumstances; after a year or so he plaintively asked me 
whether he was in a legitimate enterprise or a racket. Nevertheless, the vital 
importance of the industry should not be discounted. 
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The scrap industry is or was confronted by two related problems: (1) Over- 
capacity and (2) absence of substantial purchasing by domestic consumers. 
These two elements will be discussed separately. 

During 1951 and 1952, processors of ferrous scrap asked for and received 
necessity certificates for rapid amortization in the sum of approximately $45 
million, these covering hydraulic presses, shears, cranes, etc., $12 million worth 
if applications having been denied. During these years the demand for scrap 
was insatiable and there is reason to believe that the wide spread between the 
price of prepared and unprepared scrap as established by the Office of Price 
Stabilization, causing scrap preparation to be unusually profitable, had a bearing 
on the demand for scrap-yard equipment. In the absence of this overcapacity, 
it is at least questionable as to whether the Institute of Scrap Iron and Steel 
would have complained to the Congress as to ferrous scrap preparation by the 
armed services, some of the equipment having been installed for over 20 years. 

(2) With the sharp drop in steel mill and foundry operations, there is little 
doubt that some dealers found themselves in difficulties, but between marked 
relaxation in export controls by the Department of Commerce, 280,600 gross tons 
(2,240 pounds) having left this country in 1953 with total exports of the first 
quarter of 1954 amounting to 213,600 gross tons and improved buying recently by 
domestic consumers, prices are considerably higher. Some elements of the 
trade are now reported to be stockpiling scrap from choice rather than necessity, 
evidently expecting still higher prices. 

On general principles, I feel strongly that Government should not compete with 
private industry, but it is debatable as to whether, in processing scrap, the Gov- 
ernment is actually in the scrap business. Many scrap producing industries, 
both large and small, prepare their scrap; no doubt the dealers would prefer to 
have none of them engage in processing, but they cannot afford to demand such 
action. With Government it is another matter. 

Scrap is a waste product and must be disposed of and if for no other purpose 
than good housekeeping, a central point—the scrap yard—is usually necessary. 
if the Government is to receive a reasonably fair return, segregation and in some 
cases preparation of a limited number of grades is required. In the case of 
the so-called light iron which is actually steel of a character not suitable for 
melting without compression, very little segregation is necessary and the only 
manner by which a greater return can be secured is by baling, preferably hydrau- 
lic. Depending upon the location of the depot or station and the quantities 
available, together with the difference in value between unprepared and prepared 
scrap, a decision can be made as to whether baling is advisable. Details as to 
this situation are too involved and technical to set forth in this statement. Suffice 
to say that, under certain conditions, too drastic elimination of hydraulic presses 
in the military might well enable dealers in some locations to buy the scrap at 
virtually their own price. The same principle applies to shearing potential No. 
2 scrap, but ina lesser degree. Preparation of heavy potential No. 1 scrap should 
be approached with caution. Scrap ranging from one-quarter inch to one-half 
inch gage can be sheared but I would question the wisdom of installing shears of 
much greater capacity. Torching is expensive and certain elements of danger 
are involved, lead poisoning being only one. 

On May 28, I was handed two rather remarkable documents. One is a copy 
of a letter dated April 5, 1954, signed by Mr. B. Z. Katz of the Institute of 
Scrap Iron and Steel and addressed to the Honorable Richard B. Wigglesworth, 
chairman, House Appropriations Committee, Armed Services Subcommittee. 
The other is a “Summary of presentation to the Subcommittee on Armed 
Services of the Senate Appropriations Committee by the Institute of Scrap 
Iron and Steel,’ dated May 26, 1954. Neither of these presentations had I 
previously seen. 

Mr. EB. C. Barringer, executive vice president of the institute, happens to be 
a personal friend of long standing, and assuming that he accepts responsibility 
for the factual matter set forth, I must perforce accept it, as I consider Mr. 
Barringer to be of the highest personal integrity. I cannot refrain, however, 
from again bringing up the point that too drastic elimination of scrap process- 
ing facilities in some locations might well result in dealers being able to buy 
Government scrap at virtually their own price. As to the summary dated 
May 26, there appears a suggested amendment of H. R. 8873, section 715 read- 
ing as follows: “Provided further, That none of these funds or other funds 
shall be used for the acquisition or construction of scrap processing facilities” 
but a pencil interlineation has been made between “the” and “acquisition” of 
the word “operation” which drastically changes the content. Possibly this is 
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result of the amendment recommended by the National Association of Waste 
Material Dealers with regard to aluminum sweaters. Another point: While I 
am not familiar with the source of funds for the purchase of wastepaper 
balers, it would appear that the amendment suggested by the scrap institute 
would proscribe purchase of these highly valuable but relatively inexpensive 
machines. 

Regardless of the claims of the scrap institute, the very fact that the Depart- 
ment of Defense has directed the elimination of a number of scrap preparation 
units is a strong indication that the military has gone too far in this regard 
and it may be that the scrap institute has performed a service in bringing 
the matter to the attention of the Congress. I do not know, however, to what 
extent the intangible factors other than actual costs of operation have been 
considered in making the decision. Furthermore, it may be that the scrap 
institute looks upon its accomplishments to date—and they are substantial— 
as an opening wedge leading up to the eventual complete abandonment of scrap 
preparation by the armed services. 

It appears to me that this is no time for harsh action by the Congress. The 
Department of Defense has clearly indicated that it will not condone facilities 
which cannot justify themselves, but unless the action already taken or pro- 
posed along this line is under expert guidance, the decisions made might not 
be to the best advantage of the Government. My recommendation, therefore, 
would be to the end that the matter be permitted to remain in status que for 
the present with the understanding that one or more practical scrapmen be em- 
ployed by the Department of Defense, these men to spend as much time as may 
be necessary in each location to study the operations from every point of view. 
In course of time recommendations would be made from a practical point of 
view as to the maintenance or abandonment of ever scrap processing operation 
in the Military Establishment. I admit that properly qualified individuals 
without prejudiced opinions are few and far between, but I believe they could 
be found. 

I have been informed that the armed services dispose of approximately 
500,000 tons of scrap a year under normal conditions and it would be a mistake 
to treat the matter lightly or arbitrarily. This production compares with 
some of the largest industrial scrap producers in the United States and it 
goes without saying that sales are considered an important source of income 
and are watched very closely. 


STATEMENT OF L. D. GREENE, MEMBER JOINT DEPARTMENT OF DEFENSE-GENERAL 
Services ADMINISTRATION INDUSTRY ADVISORY COMMITTEE ON DISPOSAL OF 
SurpP.Lvus PROPERTY 


Having a special interest in ferrous and nonferrous scrap, I have studied 
reports of the hearings held by the Select Committee on Small Business of the 
United States Senate, Ist session, 83d Congress, and have also carefully read the 
statement of Mr. Clinton M. White, executive vice president, National Associa- 
tion of Waste Material Dealers, Inc., before the Subcommittee on Armed Services 
Appropriations of the United States Senate Committee on Appropriations on 
May 26, 1954. As part of the result of these studies, I received an impression 
that much pertinent matter had been left unsaid, my later investigations con- 
firming this view. At this point, I should like to remark that the scrap-metal 
business, whether it be ferrous or nonferrous, is unique, having little in common 
with other industries and the ramifications and complexities are extraordinary. 
Unless one has had a long and intimate association with the industry, there is a 
serious question as to whether he is qualified to cope with the problems involved. 
This was particularly noticeable in the hearings where the representatives of 
the militarv who, from the nature of things are neophytes, were contending 
with experts. By own background in scrap, dating back to 1917 in both the 
buying and selling, has been chiefly in the ferrous field, but IT bave had many 
contacts with the nonferrous branch of the industry. Furthermore, the funda- 
mentals of both are pretty much the same. 

My first step in the investigation was to discuss with several acquaintances 
of mine in the nonferrous and particularly the secondary aluminum industry, 
the pros and cons of military sweating of airplane scrap, finding a divergence 
of opinion, this indicating that Mr. White does not sneak for the industry as a 
whole. One of these individuals, who is one of the outstanding authorities of the 
country in secondary aluminum, was familiar with the Tinker Air Base installa- 
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tion to the extent that he had inspected and approved the plans, but had not 
witnessed the operation. The next step was a trip to the Tinker Base, on 
May 4, 1954, in the company of Mr. Carl Kresl, also a member of the Joint DOD- 
GSA Committee and who is a merchandizing specialist. A description of the 
operation follows. 

After the classified component parts of the aircraft are removed, the plane 
bulk is brought to a point near the sweater. This melting devise is relatively 
simple, consisting of a top-charged, natural-gas-fired open-hearth furnace. The 
equipment used in cutting up the plane consists of a 15-ton tractor crane with a 
50-foot boom, together with a steel guillotine weighing about 2 tons, sharpened 
on one side and of sufficient length to encompass the beam of the fuselage of a 
B-29. The guillotine is lifted to about 40 feet over the plane and with the aid 
of rope guides controlled from the ground is dropped at a right angle to the plane, 
without disconnection from the boom. In not one case during the period of our 
observation did the blade fail to make a complete cut through to the ground, not 
over 10 lifts being involved. After completion of the demilitarization, the 
blade is disconnected, and with the aid of a clamshell bucket the severed parts, 
without further preparation, are dropped into the sweater which already has been 
fired. It is amazing how quickly the aluminum becomes liquid and is ready to 
be tapped, shortly becoming large ingots of known analysis through spectrogra- 
phic tests made from the molten metal. One of the problems of this general 
type of operation is the fact that the ferrous elements attached to the aluminum 
lie in the aluminum bath in the furnace, resulting in the absorption by the 
aluminum, producing an “irony” ingot, substantially reducing the value. In the 
Tinker type of sweater, this factor is largely eliminated, and the ingots can be 
used by some consumers as a base, thus eliminating the necessity for further 
refining. 

The outstanding advantages of the Tinker operation are: (1) Saving in labor 
costs as compared with other methods of demilitarization involving torching and 
crushing to shipping sizes, and (2) production of an ingot of superior quality. 

On May 5 we visited a similar sweater in Tulsa, Okla., but commercially 
operated, the chief difference between the two operations being a much further 
refinement of the metal to a point to which the military is not qualified to go 
and has no intentions in this regard. A comparison of the two operations 
brought out very distinctly the difference in purpose between them, viz, the 
Tinker sweater is merely an efficient and inexpensive method of demilitariza- 
tion, whereas the commercial unit which receives its airplane scrap in sizes 
readily chargeable in the melting operation, refines the product to special an- 
alyses, some of which are virtually equivalent to virgin aluminum. 

In the course of conversation with the owner of the Tulsa sweater, it was 
brought out that his most serious competition not only for airplane scrap, 
but for many other grades collected by scrap dealers, consists of buying for 
export. Upon my return to Washington, therefore, I got into touch with the 
appropriate officials of the Department of Commerce (BDSA), finding the ex- 
port situation is being viewed with considerable concern. Not only are many 
of the aluminum refiners operating at a rate substantially less than capacity, 
but they are caught in a squeeze as the following shows. In effect, they are 
operating under a ceiling caused by the primary producers selling virgin alum- 
inum at a certain fixed price, the market for secondary aluminum being lower 
in varying degrees based upon analysis. Duties imposed by foreign countries 
importing virgin are much higher than those on aluminum scrap, enabling 
domestic buyers of scrap for export in many cases, to offer prices higher than 
domestic converters can afford to pay. Thus we have a situation whereby, 
once the scrap is converted into ingots, it stays in this country, but if sold 
aS serap, it is much more likely to be exported. There is little doubt that 
much of the scrap sold by the Air Force and the Navy since the last quarter 
of 1953 has been exported, and were the demands of the National Association of 
Waste. Material Dealers to be met, it is obvious that a still larger proportion 
of military scrap would be exported. Furthermore, I was advised that the 
countries importing nonferrous scrap are also exporters, this raising a grave 
question as to whether Soviet Russia or her satellites are not the beneficiaries. 

From November of 1953 to March of 1954, the Air Force in the Zone of the 
Interior only, sweated into ingots weighing 2,122,860 pounds, over the same 
period selling 8,869,743 pounds of scrap. The Navy worldwide in the period 
from July 1953 to and including March 1954, sweated into ingots weighing 
2,225,279 pounds as against 6,982,139 pounds sold as serap. While, of course. 
a factor of loss must be taken into consideration in the case of the ingots. it 
is manifest that scrap sales greatly exceeded the quantity of scrap sweated. 
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From a net importer of aluminum scrap, this country has changed to a net 
exporter, details being set forth below, these details having been supplied b) 
the Department of Commerce. 


1954 (1st Estimate, 
quarter) 1954 


Pounds Pounds Pounds 
Imports _... 53, 243, 000 4, 594, 000 18, 376, 001 


Exports es sciaee 9, 162, 000 13, 740, 000 54, 960, 000 


In 1953 our export of 9 million pounds, mostly in the final quarter, was roughly 
equal to all exports for the previous 5 years. At the current rate our 1954 
exports would total 55 million pounds or more than double all exports since 
1939 including 1953. We would ship out more in 1 year than in the 15 previous 
years. 

Reverting to Mr. White’s statement: I am in complete agreement with his 
ideas as to the importance of the secondary materials industry to the national 
economy, but I fail to see the benefit to the national economy in promoting 
exports at the expense of shutting down military sweating operations. The 
organization of which Mr. White is the executive vice president apparently is 
composed of members with conflicting points of view, one group being composed 
of scrap collectors and dealers who will sell their scrap at the highest bid— 
and they cannot very well be criticised for that—and the other group represent 
ing the refiners who would probably like to see greater restriction of exports. 
Closing the military sweating operations would doubtless please both, but with 
some exceptions as previously mentioned. 

Again I am in sympathy with Mr. White's dislike of the idea of Government 
competing with private enterprise, our point of difference being that, as previ 
vusly stated, where the quantities justify the sweating operation, it does not con 
stitute an infringement of the rights of private enterprise. I am not attempting 
to comment on costs, but as an efficient operation is seldom other than low cost, 
and as I consider the Tinker sweating efficient, it logically follows that the cost 
is low. As to the method of computation of costs, I understand that proper 
provisions are now being made to cover theoretical taxes, interest on the invest- 
ment and other costs of this nature to which private industry is subjected. 

With respect to the paragraph on page 9 of Mr. White’s statement with re 
gard to a better return to the Government were the scrap to be sold as is I ean 
only point to my previous statement as to export demand. My only comment 
on the statement as to-high Navy costs is that, if the facts are as stated, it 
might be well to bring other sweaters in the military to the level of Tinker. 
As to the myth of demilitarization appearing on page 13 of Mr. White's state 
ment, in the Tulsa yard T had pointed out to me military airplane scrap which 
had been reduced to small pieces at the point of origin by the military. This 
must have been an extremely costly operation and far more expensive than 
comparable cost at the Tinker base. However, it had been demilitarized beyond 
any question of a doubt. 

Much of the remainder of Mr. White’s statement is historical and requires no 
comment. 

It would be ironic indeed were the Congress to enact legislation which would 
increase the already serious flow of aluminum scrap for export with more than 
a remote possibility that Soviet Russia or her satellites would benefit thereby. 


STATEMENT OF THE DEPARTMENT oF THE AIR Force WitrH RESPECT TO THE TESTI- 
MONY OF THE NATIONAL ASSOCIATION OF WASTE MATERIAL DEALERS AND THE 
INSTITUTE OF ScRAP TRON AND Steet BEFORE THE ARMED SERVICES SUBCOMMITTERF 
OF THE SENATE APPROPRIATIONS COMMITTEE ON May 26, 1954 


ALUMINUM SWEATING OPERATIONS 


The Air Force is strongly opposed to the proviso proposed by the National 
Association of Waste Material Dealers. The effect of this proviso would be to 
force the discontinuance of operations which the Air Force believes to be highly 
beneficial to the efficiency of disposal operations and highly beneficial to the 
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taxpayer. This belief is founded on carefully maintained records of operations 
which will soon be checked by independent audit. 

Tn addition, aluminum sweating operations are included within the first incre- 
ment of industrial and commercial type activities which are to be surveyed in 
accordance with Department of Defense directives 4100.15 and 4100.16, These 
directives set forth the basic policy of the Department of Defense that privately 
owned or operated commercial and industrial type facilities will be used by 
the Department of Defense to the greatest extent practicable, and implementing 
egulations thereunder require that all Government owned commercial or indus 
trial type activities be surveyed against listed criteria to determine justification 
for their continuation. The directives further require that no additional facili- 
ties of the type listed shall be established without prior approval of the Assistant 
Secretary of Defense. 

Aluminum sweating facilities operated by the Air Force are currently being 
surveyed in accordance with the aforementioned directives. Thorough and sys- 
tematie reports will be prepared, and analyzed objectively. The Air Force is 
confident that the survey will corroborate the benefits which were forecasted, 
ind which have been borne out by the record to date. We urge the committee 
to give recognition to the program of the Secretary of Defense. 

The disposal of surplus property is a large-scale continuing responsibility of 
the military departments. Committees of the Congress have repeatedly urged 
adoption of methods which would promote greater efficiency and greater return 
to the Government in the conduct of this program. The construction of the 
linker and McClellan Air Force Base sweaters was initiated after extensive 
study gave reason to believe that the operation of the sweaters would help 
greatly in the attainment of these objectives. When congressional interest was 
manifested on behalf of the views of the waste material dealers, the construc- 
tion of these furnaces was held up in order that the project might be personally 
reviewed by the Assistant Secretary of the Air Force. Mr. Lewis concluded 
that the project was sound and authorized its continuance after advising num- 
‘rous members of the Senate and House of Representatives of his conclusions 
and the detailed reasons therefor. 

The Air Force is well aware of the fact that its figures are disputed by repre- 
sentatives of the waste material industry. In an effort to resolve disputes 
between the Department of Defense and the waste material dealers as to the 
true significance of the services’ operating reports, then Assistant Secretary of 
Defense Thomas repeatedly offered in last fall’s hearings before the Senate 
Small Business Committee to join with the committee in arranging for audit of 
the Air Force and Navy figures by an outside organization. The Small Business 
Committee did not accept this offer, and it has recently been renewed on behalf 
of the Department of the Air Force by Assistant Secretary Lewis. It is our 
hope that the committee will agree to an independent determination of the 
significance of the figures through this means. If it does not, however, the Air 
Force intends to proceed independently with an outside audit of the Tinker and 
McClellan operating figures, as a means of carrying out the survey program of 
the Secretary of Defense. 

The waste material dealers have also expressed skepticism regarding the neces- 
sity for the demilitarization of military aircraft prior to disposal, and have 
suggested reliance on scrap warranties and on the export controls administered 
by the Department of State in order to assure that military material does not 
fall into improper hands. Respecting this suggestion, it is our understanding 
that the demilitarization directive first promulgated by Secretary Forrestal 
and later republished by Secretary Marshall reflected the concern of the State 
and Defense Departments over attempts to export military material illegally 
despite the use of scrap warranties and the presence of export controls, and that 
the policy of mutilating military material prior to disposal was adopted as the 
only sure way of attaining the necessary degree of control. 

As an illustration of the type of controversy which has arisen between the 
services and the waste material dealers, we refer to that portion of the prepared 
statement of Mr. Clinton White, which would convey the impression that the 
cost of Air Force aluminum sweating operations should be evaluated by the 
results at Pyote Air Force Base, where an average sweating cost of 7.17 cents 
per pound of scrap sweated was realized. 

While operating figures at each of the Air Force sweaters were submitted to 
the Senate Small Business Committee, publicly printed in its hearings, Mr. 
White chose to select only those of the Pyote operation, which has long since 
been discontinued, is not in issue, and is in no way representative of the Tinker 
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and McClellan Air Force Base operations which are the center of controversy 
between the Air Force and the waste dealers. By contrast with the figures 
quoted by Mr. White, the processing costs at Tinker and McClellan Air Force 
Bases at the same period of time, which are recorded in the same published 
hearings, were running at the rate of less than 2 cents per ingot pound. On 
the basis of over 3 million pounds of ingots produced and sold at these two 
installations since their operations began last fall, the average complete cost of 
processing—including overhead, amortization of equipment, etc.—has been found 
to be 1.4 cents per ingot pound, or 1 cent per bulk pound charged, resulting in 
an estimated saving to the Government of more than $170,000 over the net 
return which would have been realized if the same scrap had been sold in bulk 
form. The contrast between the Tinker and McClellan figures and those of 
the discontinued Pyote operations which Mr. White has cited furnishes a fair 
illustration of the reasons why the Air Force believes it would be unwise for the 
committee to act solely on the basis of the statements made on behalf of the 
waste material industry. 

There is attached to this report a copy of a letter dated May 17 from Messrs 
I. D. Greene and Car! Kresl, of the Joint Department of Defense-General Services 
Administration Commission on Disposal of Surplus Property. The letter is ad- 
dressed to Mr. Drake of the Office of the Assistant Secretary of Defense, and sets 
forth the views of Mr. Greene and Mr? Kres! following an inspection of the sweat- 
ing operations at Tinker Air Force Base. It should be noted that Mr. Greene is 
also a member of the Hoover Commission, and is a reeognized authority in the 
field of scrap operations. 

Particular attention is invited to Mr. Greene’s comments with respect to the 
high percentage of aluminum recovery being experienced at Tinker Air Force 
tase, and his expression of opinion that this type of operation does not place the 
Government in business, but constitutes only an efficient method of demilitariza- 
tion and one beneficial to the taxpayers. Attention is also invited to the fact that 
the amount of aluminum sweated by the Air Force represents only a small fraction 
of the aluminum scrap developed at other Air Force installations and sold to 
scrap dealers without sweating, and to the statement that it is evident that the 
dealers are getting at least a fair share of the aluminum scrap as produced by the 
Navy and Air Force in bulk form. 

In conclusion, the Air Force reiterates its strong opposition to the amendment 
proposed by the National Association of Waste Material Dealers, and urges the 
committee to give appropriate recognition to the surveys presently being con 
ducted by the services in accordance with the directives of the Department of 
Defense. 

FERROUS METAL SCRAP PROCESSING EQUIPMENT 


Air Force-owned equipment for the processing of ferrous metal scrap has been 
located at 6 Air Force installations and 4 contractor plants. Upon the request 
of the Office of the Secretary of Defense, a survey was made of the utilization and 
need for retention of the equipment at each of these locations. Each of the four 
contractors at whose plants this equipment is located, and utilized as an incident 
to manufacturing operations, indicated that continued use of the equipment was 
necessary. With respect to the equipment operated by the Air Force and located 
at Air Force installations, most of which was 9 or more years old, the Air Force 
concluded that continued operation was not warranted at 4 installations, and 
operations were discontinued. At the remaining two Air Force installations 
where such equipment was located, the record was inconclusive, and further 
review will be made. Scrap metal baling equipment is included within the 
first increment of facilities to be reviewed under the Department of Defense 
program for review of commercial and industrial type facilities. 


BETHLEHEM, Pa., May 17, 1954. 
Mr. ALBert B. Drake, 
Director, Office of Storage, Distribution and Disposal 
Assistant Secretary of Defense, 
(Supply and Logistics), 
The Pentagon, Washington, D. 0. 


Dear Mr. Drake: In the letter of May 8 concerning ferrous scrap, mention 
was made of a report on aluminum scrap with particular reference to sweating. 

Therefore, on May 4, 1954, we visited the Tinker Air Force Base in Oklahoma, 
near Oklahoma City, and after the customary briefing on disposal in general and 
sweating in particular, were given an opportunity of inspecting the process. 
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After the classified component parts of the aircraft are removed, the plane 
hulk are brought to a point near the sweater. This melting device is relatively 
simple, consisting of a top-charged, natural-gas fired open-hearth furnace. The 
equipment used in cutting up the plane consists of a 15-ton tractor crane with a 
50-foot boom, together with a steel guillotine weighing about 2 tons, sharpened 
on one side and of sufficient length to encompass the beam of the fuselage of a 
B-29. The guillotine is lifted to about 40 feet over the plane and with the 
aid of ropeguides controlled from the ground is dropped at a right angle to 
the plane, without disconnection from the boom. In not one case during the 
period of our observation did the blade fail to make a complete cut through to 
the ground, not over 10 lifts being involved. After completion of the demilitariza- 
tion, the blade is disconnected, and with the aid of a clamshell bucket the 
severed parts, without further preparation, are dropped into the sweater which 
already has been fired; and it is amazing how quickly the aluminum becomes 
liquid and is ready to be tapped, shortly becoming large ingots of known analysis 
through spectographic tests made from the molten metal. One of the problems of 
this general type of operation is the fact that the ferrous elements attached to 
the aluminum lie in the aluminum bath in the furnace, resulting in the absorp 
tion by the aluminum, producing an irony ingot, substantially reducing the 
value. In the Tinker type of sweater, this factor is largely eliminated, and 
the ingots can be used by some consumers as a base, thus eliminating the neces 
sity for further refining. 

The outstanding advantages of the Tinker operation are: (1) Saving in labor 
costs as compared with other methods of demilitarization involving torching 
and crushing to shipping sizes, and (2) production of an ingot of superior qual 
ity. This can be checked by comparison with analyses of ingots produced by 
other sweaters of the Air Force and the Navy. We were fortunate in having an 
opportunity the next following day to get the observations of a qualified repre- 
sentative of one of the largest consumers of this type of aluminum, he stating 
his company could use the Tinker ingot but not other produced by the Military, 
this being based upon comparison of analysis. He expressed considerable con- 
cern at what he termed “debasing” of good aluminum by the inclusion of iron, 
lead, zinc, and other undesirable elements, necessitating further refining when 
not used for deoxidizing purposes by steel mills. 

On May 5, we visited a similar sweater in Tulsa, Okla., owned by a Mr. Joseph 
Lowell, the chief difference in the two operations being a still further refinement 
of the metal to a point which we believe the military is not qualified to go. 

Mr. Lowell, who is obviously an expert in the field, stated that there are only 
two sweaters of the Tinker type in the United States; the one at Tinker and the 
one owned by him. This being the case, it is readily understandable why the 
dealers who protested the sweating operations by the military could not under- 
stand the high percentage of aluminum recovery. 

As stated in the memorandum of April 20 regarding ferrous scrap, it is our 
considered opinion this type of operation does not place the Government in busi 
ness, it constituting only an efficient method of demilitarization and one beneficial 
to the taxpayers. 

The foregoing relates only to the points where a large quantity of airplane 
serap is consistently available. Where this condition does not exist, the logical 
resource is to demilitarize by the best means available and sell on an “as is where 
is’ basis. Such quantities are substantial. From November 1953 to March 1954, 
the Air Force in the Zone of Interior only sweated into ingots weighing 2,122,860 
pounds, with 8,869,743 pounds sold to scrap dealers without sweating. 

The Navy worldwide in the period from July 1953 to and including March 1954, 
sweated into ingots weighing 2,225,279 pounds as against 6,982,139 pounds sold 
in bulk. 

While a loss factor should be used in connection with the ingot weight, it is 
nevertheless evident that the dealers are getting at least a fair share of the 
aluminum scrap as produced by the Navy and Air Force in bulk form. 

We have reason to believe that some of the nonferrous scrap dealers would like 
to be permitted to enter into arrangements to operate some of these military 
sweaters, but we strongly recommend against consideration of such a proposition 
if and when made. There are various reasons, in our opinion why a proposal of 
this nature should not be entertained, not the least of which is the sensitivity as 
mentioned in the letter of May 8 respecting ferrous scrap. A military depot or 
station is no place for a commercial scrap operation, further in opening the door 
to the aluminum sweating scrap operators will only lead to all scrap dealers 
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requesting a similar consideration, which in the final analysis will result in bases 
being overrun by civilians who have no place in sensitive areas. 

We wish to point out that we inspected only 2 sweating operations ; 1 military 
and 1 commercial, meaning that this report is incomplete on a countrywide basis. 
We therefore recommend that the Air Force and the Navy further investigate 
the situation, compare notes and endeavor to bring all sweating activities in the 
military to the level of the one showing the highest efficiency both in cost of 
operation and quality of output. 

Sincerely yours, 
L. D. GREENE, 
CARL KRESL, 
Members, Joint DOD-GSA Commission on Disposal of Surplus Property. 


STATEMENT OF CompR. Rospert A, WILLIAMS, SC, USN COMPTROLLER, BUREAU OF 
SUPPLIES AND AccouNTS, NAvy DEPARTMENT, ON SCRAP-PROCESSING OPERATIONS 


The Department of Defense, by Instruction 4100.15 of November 24, 1953, has 
established criteria for the operation of commercial- and industrial-type facilities 
by the military departments. Department of Defense Instruction 4100.16 of 
March 8, 1954, established a schedule for the survey of existing facilities of this 
type. The establishment of additional facilities of this type is prohibited unless 
the criteria are met. 

The Navy Department is not currently procuring, and pending the results of 
these surveys, will not procure additional aluminum sweating furnaces, balers, or 
shears. The amount requested under section 715, H. R. 8873 by the Navy Depart- 
ment included $267,700 for these items. 

The schedule of surveys of commercial- and industrial-type facilities requires 
that the surveys be completed and resulting determinations made by the Secretary 
of the military department concerned for aluminum-sweating facilities and scrap- 
metal baling facilities by August 6, 1954. In the conduct of these surveys, the 
Navy Department intends to utilize the services of industry representatives, Gen- 
eral Accounting Office personnel, and public-accounting firms, as required. All 
cost data will be reviewed by the Navy Comptroller’s Cost Inspection Service. 
The determinations made as a result of these surveys will control the Navy 
Department’s operations in the fields of aluminum sweating and scrap processing. 


NOVEMBER 24, 1953. 
No, 4100.15 


DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Commercial- and industrial-type facilities. 
Reference: DoD Directive 4000.8, November 17, 1952. 


I, PURPOSE 


The purpose of this directive is to establish the Department of Defense policy 
with respect to the ownership and operation of commercial- and industrial-type 
facilities, 

II, DEFINITION 


As used in this directive, commercial- or industrial-type facilities are those 
devoted to an activity which normally might be performed by private industry, 
except commissaries, post exchanges, and nonappropriated fund activities. 


IIt. POLICY AND CRITERIA 


The Department of Defense supports the basic principle that free competitive 
enterprise should be fostered by Government. Therefore, privately owned or 
Government-owned and privately operated commercial- and industrial-type facili- 
ties will be used by the Department of Defense to the greatest extent practicable, 
recognizing the basic military necessity for integrated, self-sustaining units re- 
sponsive to command and the necessity for operating annwhere in the world. 
It is the policy of the Department of Defense not to engage in the operation of 
industrial- or commercial-type facilities unless it can be demonstrated that it is 
necessary for the Government itself to perform the required work or service. 
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Those factors which would justify the continued use of, or the establishment of, 
Goyernment-owned commercial- or industrial-type activities are as follows: 

(a) The absence of private facilities of sufficient capacity located within a 
reasonable distance from the point of deraand, This may be particularly appli- 
cable in isolated areas. However, the possibility of indacing private industry 
to undertake the operation must be examined. 

(b) Substantial savings to the Government resulting from performance at a 
Government facility, provided that the true-cost basis must be used in evaluating 
Government operations, including all allocable items of overhead and personnel. 

(c) The necessity for meeting the military demand at all times without delay, 
particularly where abnormal or fluctuating military demand discourages private 
investment, with the result that the current or mobilization need cannot be met. 

(d) The need for training military personnel for advance base or overseas 
operations where private sources will not be available for the particular work or 
service. 

(e) In connection with certain operations, the necessity for complete command 
control in order to avoid compromise of highly classified security information. 

(f) The necessity for protection of installations and personnel in areas of 
unusually hazardous operations. 

(g) The necessity for the complete demilitarization prior to final disposal of 
certain types of military equipment. 

(hk) Any other factor clearly demonstrating a particular Government opera 
tion to be in the public interest. 

IV. This directive is effective immediately and all previous instructions not 
consistent herewith are accordingly modified. 

C. E. Wiison, Secretary of Defense. 


No. 4100.16 
March 8, 1954 
DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Department of Defense program for review of commercial and indus- 
trial-type facilities (DD-S&L(AR)140). 
References: (@) Department of Defense Directive No. 4100.15. 
(b) Department of Defense Directive No. 4000.8, Par. III-B. 
(c) Department of Defense Directive No. 4000.11. 
Enclosures : 

1. Cost principles for use in determination of product and services costs of 
industrial and commercial facilities owned and operated by the Depart- 
ment of Defense. 

Subject matter to be included in the summary reports of analysis of the 
Department of Defense commercial and industrial facilities. 
First increment of commercial and industrial facilities to be reviewed. 


I, PURPOSE 


This instruction implements references (a@) and (b) and prescribes the basic 
program and guidance for the continuance in operation or the establishment of 
commercial and industrial-type facilities by the military departments, agencies, 
and offices of the Department of Defense. Specifically, this instruction is 
designed— 

A. To provide that the Secretary of each military department initiate a con- 
tinuing review program and make necessary determinations to achieve maximum 
economy through minimum facility and manpower expenditures for commercial 
and industrial operations without impairing military effectiveness. 

B. To provide that Department of Defense departments, agencies, and com- 
mands effectively apply cross-servicing principles to items or services produced or 
performed by Department of Defense-owned and operated commercial and indus- 
trial facilities. 

II, DEFINITION 


As used in this instruction, commercial or industrial-type facilities are those 
devoted to an activity which normally might be performed by private industry, 
except commissaries, post exchanges, and nonappropriated fund activities. The 
term “facility” as used herein means an entire installation, a portion of an instal- 
lation, or an activity or function being performed therein. 


44991—54 56 
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III, SCOPE AND APPLICABILITY 


A. The provisions of this instruction apply to al! commercial and industrial 
facilities (as defined in sec. Il above) owned and operated, or proposed to be 
established and operated, by Department of Defense departments, agencies, and 
commands, exclusive of— 

1. Those physically located within an active zone of action designated by the 
Secretary of Defense ; 

2. Those that are an organic part of an authorized combat unit which is 
designed to be deployed to a zone of action; 

3. Living quarters (officer and enlisted) and messhalls; 

4. NATO financed facilities. (While excluded from this program, considera- 
tion should be given, however, to the maximum feasible utilization of facilities 
made available under NATO-financed programs in Europe.) 

B. Commercial or industrial facilities technically within the definition set out 
above but regarded as borderline inclusions may be specifically exempted from 
the provisions of this instruction upon approval by the Secretary of Defense. 


IV. PROGRAM AUTHORITY AND RESPONSIBILITY 


A. The Secretaries of the military departments will— 

1. Be responsible for the analyses and determinations pertaining to military 
commercial and industrial facilities and similar privately owned and operated 
facilities. The analyses of privately owned and operated facilities usually will 
be limited to the extent required to reasonably determine their ability to produce 
the product or perform the service— 

(a) At or above the level of performance in the military facility ; 

(b) At an equal or lower price than if the product or service were fur- 
nished by a Government-operated facility. 

2. Require each such analysis and determination be conducted in accordance 
with the Department of Defense policy and criteria set out in references (@) 
and (b). Such analyses must be objective and conducted on an impartial basis. 
They must withstand a most searching examination. Full consideration shall 
be given to— 

(a) Obtaining the product or service from private enterprise ; 

(b) Merging similar operations or functions being conducted at an 
installation ; 

(c) Merging similar operations or functions being conducted at several 
adjacent locations at a single installation within the area; 

(d) Merging similar operations or functions being conducted at several 
locations by the military departments into a facility of one of the depart- 
ments; 

(e) Releasing the facility or placing the installation, or a portion thereof, 
in a standby status with a reduction in commercial- and industrialtype 
activity to the extent that only minimum essential housekeeping and sur- 
veillance functions are performed. 

3. Issue such implementing regulations as may be required to insure, with 
respect to cross-servicing within and between Department of Defense military 
departments, that 

(a) The products or services produced or performed by the commercial 
and industrial facilities of one military department are made conveniently 
available to other Department of Defense facilities; 

(b) The commercial and industrial facilities of other Department of 
Defense and Federal agencies are utilized wherever such use will not 
decrease military effectiveness or result in a higher cost; ; 

(c) Authority to negotiate and conclude cross-servicing agreements be- 
tween Department of Defense agencies may be delegated to the heads of 
the facilities or commands directly involved, due regard being given to— 

(1) The desirability of maximum simplification ; 
(2) The need to integrate the local requirement with the overall re- 
quirement of the military departments concerned. 

4. (a) Secure the approval of the Assistant Secretary of Defense (Properties 
and Installations) prior to establishing or acquiring new, or expanding existing 
physical plants, used for the performance of commercial- and industrial-type 
operations. Requests for approval should be accompanied by— 

(1) A certification (@) that the proposed facility is in accord with the 
policy stated in reference (a), identifying the factor in section III 
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thereof which forms the basis for such certification, and (b) that the 
required needs cannot be effectively served by the existing iacilities of 
all departments. 

2) A justification including, but not limited to, information required 
by the applicable items contained in enclosure 2, 

(b) Normal fluctuations in the level of operations carried on in existing 

physical plants performing commercial- and industrial-type operations, as 
well as resumption of operation in plants previously inactivated for reasons 
other than compliance with references (@) and ()) or this instruction (un- 
less involving changes in physical plant in excess of the fiscal limit author 
ized to the Secretaries of the military departments) are excepted from this 
instruction provided that reactivation of bakeries, laundries, and dry-clean- 
ing plants will require approval by the Assistant Secretary of Defense 
(Properties and Installations) in accordance with current directive on the 
subject. However, in the case of such resumptions or reactivations, the 
criteria in references (@) and (») and the guides set forth in this instrue- 
tion shall apply. 
Require a cost study of each facility’s operations to be made in accordance 
with the proisions of enclosure 1 (Cost Principles for Use in Determination of 
Product and Services Costs of Industrial and Commercial Facilities Owned and 
Operated by the Department of Defense) and included as an integral part of 
the review whenever the criterion contained in paragraph ITIb of reference (a) is 
a pertinent factor in justifying the establishment or continuation of an activity 
When it can be demonstrated that costs will have no influence in the determina 
tion as to the continuation or establishment of Government-operated commercial 
and industrial facilities, the cost projection need not be made unless specifically 
required by a reviewing authority. 

6. Require official analyses reports and determinations made thereon to be 
maintained as an official record at a central point, or points, within each military 
department and assure ready access to the complete reports to the offices of the 
Secretary of Defense. 


D. 


Vv. IMPLEMENTATION 


A. In view of the magnitude of this undertaking, the program may be im 
plemented progressively by selecting and defining facilities for review. The first 
increment shall consist of the continental United States facilities listed in in- 
closure 3. It is not intended that this listing prevent any service from con 
ducting reviews of other types of commercial and industrial facilities either 
within or outside the continental United States. 

B. Within 30 days of the date of this instruction, the military departments 
shall prepare such implementation as they consider necessary with copy to the 
Assistant Secretary of Defense (Supply and Logistics). Departmental imple- 
mentations: will include: 

1, The designation of the authorities responsible for making the departmental 
analyses and determinations ; 

2. That the analyses and determinations of facilities will be completed as 
indicated in inclosure 3. 


VI. REPORTS 


A. Within 45 days of the date of this instruction, each military department 
will have compiled and made available to the Assistant Secretary of Defense 
(Supply and Logistics) a list of commercial and industrial facilities, indicated 
in enclosure 3, owned and operated by its department, detailing by type of 
facilities. 

1. Name and address of facility; 

2. Name and address of command or organization to which facility is directly 
responsible ; 

3. Principal products or services produced or performed. 

B. Summary reports of each commercial-industrial-type facility analysis will 
be maintained as an official record at a central point within each respective mili 
tary department. The subject matter to be included in the summary report is 
indicated in enclosure 2. 

C. Each military department will inform the Office of the Secretary of De- 
fense, in the report submitted in accordance with reference (c), which facilities 
have been discontinued or curtailed as a result of this program and policies con 
tained in references (a) and (b). 
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DD. Future review requirements: 

1. Additional reviews of other facilities will be scheduled from time to time 
by the Assistant Secretary of Defense (Supply and Logistics) in coordination 
with the military services and all interested staff agencies of the Office of the 
Secretary of Defense. 

2. It is not within the intent of this instruction to require on-site surveys (field 
visits) to all facilities encompassed by this program. Such surveys should be 
made only as necessary to ascertain facts required to enable sound review of a 
facility, and the application of all policy and criteria in references (a) and (b). 


VII. REPORT CONTROL SYMBOL 


Report control symbol DD-S & L (OT) 296 has been assigned to the reporting 
requirement of paragraph VI.A.; report control symbol DD-S & L (AR) 140 
has been assigned to the other reporting requirements of this instruction. 


VIII. EFFECTIVE DATE 


This instruction is effective immediately, and all previous instructions not 
consistent herewith are accordingly modified. 
C. $8. THOMAS, 
issistant Secretary of Defense (Supply and Logistics). 


Cost PRINCIPLES FOR USE IN DETERMINATION OF PRODUCT AND SERVICES COSTS OF 
INDUSTRIAL AND COMMERCIAL FACILITIES OWNED AND OPERATED BY THE DEPART- 


MENT OF DEFENSE 
I. PURPOSE 


It is the purpose of the following to furnish guidance for the military depart- 
ments in cost-accounting methods to be employed to assist in formulation of 
decisions concerning cross servicing, establishment, or continuance of such 
facilities in or under the Department of Defense in accordance with Department 
of Defense Instruction No. 4100.16. The military departments are authorized 
to develop as required with the cooperation of the Office of the Secretary of 
Defense, more specific cost criteria applicable to the particular types of activity 
or operation under study. 

II. BASIS OF REPORTING COSTS 


A. Reports of cost estimates, in terms of units of product or service, as well 
as aggregate amounts or elements of cost, are required to be made under projected 
conditions. Actual cost data may be used in making such estimates only to the 
extent that this basic principle is observed. Such cost estimates should represent, 
therefore, estimated expected costs based on practical considerations of esti- 
mated operating programs of planned production in terms of labor, material, and 
facilities requirements for units of product or services. 

B. To the extent feasible, cost estimates should be validated by actual cost 
records for the installation if it has been operated in the past, or by actual 
cost reports of a comparable installation if one exists—taking into consideration 
in either case the difference in workload and elements of costing as hereinafter 
outlined, 

©. When the cost studies being made are for the purpose of making decisions 
involving selection of one or more facilities among several of the same type for 
continuing use, or the closing of higher cost facilities, it may be desirable that 
the cost data of all facilities under study be susceptible of more or less detailed 
comparisons as well as be determined on an overall comparable basis. Therefore, 
when cost data from two or more similar facilities are required for these pur- 
poses, more specific instructions on cost estimating than are provided in these 
instructions should be prepared. In general, it must be observed, difficulties of 
cost estimating, as well as basic differences in facilities or operating circum- 
stances, may make it impossible to obtain complete and fully accurate cost 
comparability between similar facilities. 

D. Reports of cost estimates of a given installation or facility should show 
the aggregate cost for the planned production classified by direct labor, direct 
material, and overhead for the projected period. Where overhead is estimated 
on a departmental or cost center basis, such departmental overhead cost estimates 
should be shown. Estimates of the aggregate and unit costs of product or prod- 
ucts of the installation or facility should also be shown in the report of cost 
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estimates; the sum of the estimated total custs of all products should be in agree- 
ment with the aggregate cost of labor, material, and overhead for the total 
planned production. 


III. REVIEW AND CERTIFICATION OF COST DATA 


Cost data for each establishment prepared for the purposes stated above 
should be reviewed and certified as to reasonableness by the chief of the depart- 
mental audit agency after preparation by the establishment or operating agency 
concerned. 

IV. DEFINITION OF COST 


A. All elements of cost which are incurred by the Government in making a 
product or rendering a service at an industrial or commercial-type installation 
shall be included, whether or not those costs are borne by the activity or imme- 
diate department concerned or are normally considered in the cost accounting 
system employed in the activity. 

B. Where the activity is or is planned to be part of a larger installation which 
furnishes supervision or supporting services to it, the estimated costs of all such 
supervision and services shall be included in the cost estimates. On the other 
hand, the cost of services furnished or to be furnished by the industrial activity 
to other missions of the installation do not contribute to product costs, and should 
be excluded from cost estimates. Moreover, there shall also be excluded from the 
estimates, supporting administrative overhead costs of supervisory or staff 
offices at higher echelons outside the immediate location of the activity concerned. 

C. Cost estimates shall not include hypothetical costs, such as taxes (except 
to the extent payments are made in lieu of taxes), nor shall they include the 
element of profit, as would be required in order to match all the elements that 
may be found in price comparisons with similar private commercial operations. 


V. ELEMENTS OF COST 


Subject to the above overall criteria for determining costs, the following 
elements shall be included. Failure to mention any specific item is not intended 
to imply that it shall not be included. 


A. Personnel services 

1, Civilian personnel.—Services performed by civilian personnel will be priced 
at the actual current rate of pay or estimated at an average rate per service grade. 
Such pay shall include a factor for leave computed in accordance with the prin- 
ciples prescribed in Department of Defense Directive No. 7410.1 dated February 
11, 1952. 

2. Military pay and allowances.—Military personnel services shall be priced at 
the departments’ currently published standard military compensation rates. 
These rates have been prescribed for statistical costing of military services for 
work performed at industrial establishments financed by industrial funds and are 
available for application in all other areas for accumulation of cost estimates. 

8. Personnel services (whether civilian or military) will be classified as direct 
labor when the costs are incurred in performing work identifiable with a product. 
Labor costs should be estimated on the basis of the best available work measure- 
ment and performance data. While labor costs estimates for such factors as 
machine setup, rework time, waiting, and other excess time should be treated in 
most cases as indirect costs, it will be permissible to include these factors as direct 
costs, if the cost estimating methods are not so refined. Supervision, mainte- 
nance, and similar personnel services should be classified as indirect costs. 


B. Materials and supplies 

1. Direct materials include all items purchased, supplied, manufactured, or fab- 
ricated which enter directly into the end-product. Wherever feasible, estimates of 
material quantities required for production should be based on estimated or actual 
bills of material. In addition, proper consideration should be given to costs of 
reasonable material over-runs, spoilage, and defective work. Such material esti- 
mates should be costed by applying the current replacement price to the quantity 
required as may be established by published servicewide catalogs or price lists 
or other available sources of current market prices. Freight, transportation, 
and material handling costs shall be included, whether such costs are treated as 
direct or indirect. Additionally, a factor shall be added for the estimated expense 
of procurement, warehousing, or other elements of supply administration at depot 
level related to categories of material to be acquired from a stock fund of one of 
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the departments or from appropriation purchase or other account. Government- 


furnished material received for assembly or fabrication shall be costed in the 
same manner as other materials. 

2. In calculating the total costs of materials, there shall be deducted all trade 
discounts, rebates, and other allowances. Deductions will be made from either 
material costs or aggregate costs for cash discounts or other credits including 
estimates for recovery or sale of production scrap. 

3. Estimates of costs of indirect materials and supplies may be calculated by 
applying experience ratios to the cost of direct materials or by other methods 
in estimating indirect costs. 
C. Indirect costs (overhead) 


1. Indirect or overhead costs in industrial or commercial-type installations 
generally fall into the following categores: 

(a) Manufacturing or production expenses, i. e., indirect cost of production 
departments. 

(b) General and administrative expenses—costs incurred in general manage- 
ment and supervision of the installation as a whole. 

2. Budgets for indirect costs should be projected on the basis of the planned 
schedule of production. If varied products are to be produced indirect costs 
shonld be departmentalized and separate department overhead rates.should be 
estimated. Where only ene product is to be produced (or where all ‘products are 
generally subject to the same processing) an overall overhead rate for the plant 
will suffice for product costing purposes. The overhead rates may be applied to 
direct labor dollars or hours as preferred for cost allocation to the product. 

8. In the event of future changes in the planned volume of production, it would 
be advisable initially to segregate the fixed and variable overheads to the extent 
feasible, so that the basis for estimating different overhead rates for several 
production levels may be available for future estimates if needed. 

4. Some special items of overhead for inclusion are the following: 

(a) Interest on invested capital.—Interest on capital estimated to be normally 
invested in inventories and plant and equipment used in production of the end- 
product is to be included as a cost of operation. Such interest shall be com 
puted at the current rate for long-term Treasury obligations. The rate used and 
the amounts of invested capital should be disclosed in the cost estimates. 

(b) Depreciation.—(1) Depreciation of plant and equipment-——buildings and 
machinery and equipment used in carrying on operations—shall be applied by 
formula to product or services as a part of overhead costs. The method of 
allocating depreciation should be one that aims to distribute fairly the cost of 
plant and equipment over its estimated useful life considering the factors of 
wear and tear and obsolescence, but not loss of property due to fire or other 
similar hazards. The strfight-line method of depreciation is suggested for use 
for major property classes and not by individual items. The estimated useful 
lives and rates of depreciation indicated in Treasury bulletin F may be used as 
a guide in estimating the cost of depreciation. However, such rates are not 
always reasonable in application in specific cases. The method and rates used 
should be explained in comments supporting the cost estimates. The basis for 
depreciation should be actual cost of the facilities, if available: otherwise in 
accordance with engineering advice. 

(2) No denreciation should be allocated to cost of product for excess plant and 
equinment when the amounts are significant. 

(2) If it is believed necessary to assume that activities already in existence 
might not be used for any other purpose in the event of procurement of the goods 
or services from private industry, and the expenses of such activities would go 
on in any event, a separate statement shall be included with the renort setting 
forth the possibilities regarding alternative uses of the activities with cost 
estimates showing the amount and nature of fixed charges which are recom- 
mended for exclusion from the cost estimates. Consideration will then be given 
by higher authority to the elimination of such fixed charges for price comparison 
purposes consistent with the theory of “sunk” costs in nrivate business, i. e., 
all fixed costs which result from the maintenance of an organization are not 
necessarily an element of cost applicable to a particular product in the formula- 
tion of a price. 

(c) Utility services.—Utility services such as communication, power, gas, and 
water, whether or net to be paid directly by the industrial facility, should be 
costed based on estimates prepared by departmental engineering or other serv- 
ices. Usage should be estimated and predetermined rates established to he 
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applied to estimates of labor or machine time, space occupied, or other appro- 
priate factors. 

(d) Maintenance and repairs (including protective services).—(1) Operating 
costs should include cost estimates of maintenance and repairs and protective 
services for buildings and structures, grounds and equipment. Generally ac 
cepted accounting principles should be followed in distinguishing between a 
capital charge and operating expenses. Thus, all additions and replacements to 
property will be treated as a capital charge and, therefore, will be included in 
cost estimates only to the extent of depreciation charges. Costs of maintenance 
and repairs may be computed at an annual rate per square foot for the type of 
plant and equipment in accordance with engineering advice. 

(2) If desired, occupancy rates equivalent to rentals may be computed and 
used in cost estimating to include all maintenance and repairs, depreciation on 
buildings, protective services and utilities. This is especially appropriate where 
only a portion of a building is occupied by the activity. 

(e) Government's contribution to civil-service retirement and disability 
funds.—Cost estimates should include contributions to the civil-service retire- 
ment system. There are 2 elements in the annual contribution—the first being 
amortization of past-service liability over a time period which may be changed 
every 5 years according to policy; the second element is normal support of the 
plan plus interest on the unamortized portion. The current normal support 
based-on 1953 appropriations amounts to 2.78 percent. of Government: payrolls. 
An appreximate rate of 3 percent on civilian personnel services is recommended 
for use in estimates of cost of product. 

(f) Injuries and damages paid through the United States Employees Com- 
pensation Commission.—(1) Cost of compensation to employees shall be esti 
mated based on previous years’ disability and death experience. Accident ex- 
perience data (including total costs and cost per employee) are reported annually 
by the Bureau of Employees Compensation, Department of Labor, for each Fed 
eral department and agency. For the Department of Defense the data for the 
Army are reported in total only; for the other military departments data are 
shown by bureau or command and for selected specific installations. 

(2) The estimates shall include compensation plus cost of medical services 
(generally furnished by Public Health dispensaries) but shall exclude leave cost. 
Sinee casualties fluctuate considerably from year to year, the estimate shall be 
based on the average experience of the most recent 4 years reported for the 
particular installation, bureau, or command, or department. 

(g) Insurance. (1) Operating costs should include an estimate for insurance 
for the purpose of arriving at an allocable charge for replacement or repair of 
plant, equipment, and inventories damaged or destroyed by fire or other hazards. 
It is not intended that costly independent appraisals of insurable values should 
be obtained. Based on engineering advice, a percentage factor should be 
applied to cost of insurable assets to arrive at approximate replacement costs 
Annual premium rates prescribed by each department for the various types of 
buildings and contents may then be applied to the amount of coverage. 

(2) In addition to estimates for the equivalent of fire insurance, costs equal 
to premiums for public liability compensation for bodily injury and property 
damage should be estimated at payroll rates prescribed by each department in 
accordance with advice of Government insurance experts and lawyers pursuant 
to the Federal Torts Claims Act. 

(h) Property and other tares.—(1) If and when Government installations 
are subject to property or other taxes under State and local laws product costs 
should include an estimate for such payments. Advice of the legal sections of 
the military departments should be obtained in each case. 

(2) Include in cost estimates the Federal Government’s share of social-security 
taxes applicable to civilian employees covered thereunder. ; 


SupsecT MATTER To Be INCLUDED IN THE SUMMARY REPORTS OF ANALYSIS OF THE 
DEPARTMENT OF DEFENSE COMMERCIAL AND INDUSTRIAL FactLities (Report 
ConTro, SyMsor DD-S&L( AR) 140) 


Type of facility. 

Name and address of facility. 

Name and address of organization to which facility is directly responsible. 
Projected period covered for analysis purpose. 

Principal products or services to be produced or performed. 

Indicate whether : 
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Government-owned and Government-operate:|, 

Leased from private enterprise and Government-operated. 

Personnel to be engaged—Monthly average number: 

Military, civilian, total. 

Method of financing: 

(a) Appropriated funds. 

(b) Working capital funds (specify). 

(c) Other. 

Value of facility and plant equipment. 

Indicate: 

(a) Optimum capacity. 

(b) Estimated percentage of utilization of optimum capacity. 

(a) Has the feasibility of cross-servicing with other similar Federal facilities 
been investigated? 

(b) If yes, indicate the similar Federal facility considered : 

Name and address, miles away, comparative size. 

(a) Has the feasibility of obtaining the product(s) or service(s) from 
similar Government-owned and privately operated, or privately owned 
and operated facilities been investigated ? 

(») If yes, indicate the private facilities considered : 

Name and address, miles away, 

8. Cost data (this portion will be filled out when criterion in paragraph III-b 
of DOD Directive 4100.15 is used as a justifying factor or whenver requested 
by a reviewing authority). 

(a) Total estimated cost of product or service for projected period, . In- 
clude supporting cost statement showing details of projected cost 
estimate and comparison with historical costs, if feasible, in 
accordance with the principles outlined in enclosure 1 of DOD 
Instruction No. 4100.16. 

(db) Unit costs: 

Name of product or service. 
Subject DOD facility unit cost estimate. 
Price obtained from similiar private facility (ies). 

(c) Name and address of similar privately owned and operated facil- 
ity (ies) from whom prices obtained. 

14. Action to be taken—indicate whether : 

(a) Facility discontinue operation on piisbihiGthnaettaadibaeds 

(Date) 
Operation to be performed by —---- ate ae cto 
(Name of activity) 

(b) Facility continue at current operating level. 

(c) Facility continue on modified level as follows: 

(dq) Facility continue at increased level of operation as follows: 

15. Justification for the action indicated in item 14 above. 

16. Date of submission of previous analysis. 


First INCREMENT OF COMMERCIAL AND INDUSTRIAL Factiritres To Be REVIEWED 
(CONTINENTAL UNTTED STATES) 


Facilities for which departmental analyses and determinations will be com- 
pleted within 150 days from the date of this instruction: 

Aluminum smelting or sweating facilities are defined as those facilities which 
are engaged in the process(es) of reducing aluminum scrap into ingots. It does 
not include a foundry which is a part of an integrated facility and which re- 
claims aluminum scrap primarily for use in its own operations. 

Serap metal baling is that process whereby light metal scrap, such as sheet- 
metal scrap, clippings, skeleton scrap, etc., is compressed by either a portable 
or stationary press into convenient sizes for sale. 

Clothing factory and cloth-sponging plant—These are defined as the Army 
clothing factory and Marine Corps clothing factory at Philadelphia, Pa. 

Coffee-roasting plant is a plant capable of roasting, blending, and packaging 
coffee in accordance with military specifications for issue to an assigned area. 

Motion-picture studios are defined as studios operated for the purpose of pro- 
ducing motion-picture films. 

Paint factory is a facility similar to the Navy’s paint manufacturing facilities 
at Norfolk and Mare Island Naval Shipyards which manufacture paint from raw 
materials for issue in the supply system. 
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Rope walk is the Navy’s facility at Boston Naval Ship; 
tures fiber cordage for issue in the supply system. 

Sawmills are facilities which are operated in conjunction with a logging op 
eration. Sawmills take timber from the logging operation and saw logs into 
rough or finished lumber, Sawmills exclude the operations carried on in a typi- 
cal carpenter or other woodworking facility which is a part of an integrated 
activity and is concerned with processing rough or finished lumber in support 
of the activity’s mission. 

Facilities for which departmental analyses and determinations will be com 
pleted within 1 year from the date of this instruction : 

Bakery—a centrally located bake shop, not a part of the galley or kitchen of 
a general mess, which supplies bread and pastries to: 

(a) Messes for consumption, or 
(b) Commissaries for distribution to messes, or 
(c) For resale to service personnel as individuals. 

Clothing-reclamation shop is a facility which receives a miscellaneous assort- 
ment of used and/or issued clothing and inspects, sorts, counts, cleans, washes, 
renovates, patches, mends, repairs, packages, and repacks this clothing for fur- 
ther issue to the servicewide supply system. 

Furniture-repair shops are those facilities operated for the purpose of re- 
pairing, mending, refinishing, or otherwise rehabilitating furniture for issue to 
the servicewide supply system. 

Ice-cream manufacturing plant—a facility which manufactures ice cream for 
messes for consumption or for pananabeumpied for issue to messes or sale to mili- 
tary personnel as individuals. Excepted is the occasional ice cream made in 
organized messes with equipment normally furnished to galleys or kitchens. 

Laundries and/or dry cleaning plants are defined as those fixed-type facilities 
which are operated for the purpose of washing, steaming, or otherwise cleaning 
textile products similar to services performed by commercial facilities for the 
general public. 





STATEMENT OF THE QUARTERMASTER GENERAL OF THE MARINE Corps 





Mr. Chairman, I am Maj. Gen. W. P. T. Hill, Quartermaster General of the 
Marine Corps. At the request of the committee I make the following comment 
on Mr. Katz’ statement. (Institute of Scrap Iron and Steel) 

In operating any scrap activity, the only concern of the Marine Corps is the 
economy of the operation for the good of the Government. 

While I do not agree with some of Mr. Katz’ statements relative to the prices 
mentioned for baling of scrap, I do not agree with that part where he states that 
isolated stations should be permitted to continue the operations of bailing scrap. 

The Marine Corps has three isolated stations where we should be permitted to 
operate baling machines. Camp Lejeune, N. C., Parris Island, 8. C., and Camp 
Pendleton, Calif, 

The following information is pertinent: 

1952—-Camp Lejeune sold 1,447.84 gross tons of unbaled scrap at $25 per ton, 
f. o. b. cars, total $34,879.92. Cost was approximately $4 per ton for collecting 
and $5 per ton for loading. No baling. 

1953—Camp Lejeune sold approximately 800 tons of average scrap unbaled at 
$17 per ton. Approximate cost $4 per ton for collecting and $5 per ton for load- 
ing. No baling. 

1953—Camp Lejeune called for bids for baling average scrap. Only bid re- 
ceived was $11 per ton for bailing; no bids received for loose scrap, where is and 
as is; one bid received which offered $10 per ton for baled scrap. 

Presently at Camp Lejeune there are 1,500 tons of loose scrap. No bids re- 

ceived for same. Camp Lejeune generates about 700 tons of loose scrap per year. 
It appears that no one wants to buy unbaled average scrap from Camp Lejeune. 
A baler costs approximately $11,000. Cost to operate at above level is $3,200 per 
year. 

Parris Island, ‘., generates about 25 tons per month. Costs at Parris Is- 
land are as aie : 
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Camp Pendleton, Calif., generates approximately 1,000 tons per year. Price 
differential of $8 per ton on baled and unbaled scrap. Operating costs approx- 
imately $5,000 per year including all baling and handling costs. 

In 1951 the Santa Fe Railroad notified the reclamation and salvage officer, 
Camp Pendleton, “We cannot accept any more of this material unless properly 
baled,” in connection with a shipment of unbaled scrap of the sort generated at 
Camp Pendleton, Calif. 

For the economy and efficiency of operations and the disposal of scrap, the 
three above-mentioned stations should be permitted to operate balers for the 
scrap generated at those stations. 


SUMMARY OF PRESENTATION 


Mr. Katz. We assume, Senator, that the majority of these installa- 
tions which they have attempted to justify, such as at Norfolk and even 
Anniston, for the Army, where they have scrap-process equipment, 
we have dozens of dealers in the area to handle that stuff, and they 
can net more by selling it and avoiding the processing and storage 
costs, and we think the greater return would be consistent with the 
policies of this administration. 

Senator Ferauson. Thank you very much. 

Mr. Katz. Thank vou, sir. 
(The statement referred to follows :) 


SUMMARY OF PRESENTATION BY THE INSTITUTE OF Scrap Iron & Street, INc., 
To PrRoHtEIT FURTHER ACQUISITION OF ScRAP-PROCESSING EQUIPMENT BY THE 
SERVICES AND ELIMINATE SucH CoMPETITION WITH THE PRIVATE SMALL BusI- 
NESSES OF THE Scrap INDUSTRY 


1. On the basis of information presented in June 1953 to this committee, Senate 
Report 601, S8d Congress, Ist session, recommended that the agencies of the 
Department of Defense “avoid going into scrap operations in competition with 
such private businesses” and “exert every possible effort to dispose of scrap 
and salvage materials through scrap and salvage dealers” and “avoid costs asso- 
ciated with the accumulation and processing of such material.” This has been 
disregarded, as evidenced by additional purchases of scrap-baling presses and 
shears. 

2. The military did not know then how much scrap-processing equipment it 
had, what tonnage was generated, the costs of processing, or any other of the 
essential management data. Nor did it have any basis to determine if this 
equipment was needed or could be operated without direct loss to the Govern- 
ment. 

3. As a result of requests for information by this committee and the Harden 
Subcommittee on Government Operations, the Department of Defense made a 
survey of its serap-processing onerations, and on November 19, 1953, the Assistant 
Secretary of Defense, C. S. Thomas, wrote in a covering memorandum to the 
services: “* * * a review of the information * * * generally indicates that the 
quantity of scrap processed does not justify the utilization of major processing 
equipment.” 

4. Evidencing previous waste in this connection, 17 out of 55 scrap-processing 
operations have been discontinued. Also to the credit of the Department 11 more 
are listed under a preliminary diagnosis of “justification doubtful.” 

5. Ten instances have been attempted to be justified on the basis of savings 
to the Government. The justifications attempted as of January 8, 1954, are 
admittedly being further reviewed by the Department of Defense under its new 
Directive 4100.16, which calls for a complete accounting of all scrap-baling facili- 
ties hy August 8, 1954. We commend the corrective effort, but are concerned 
about the costs. 

6. The claimel savings do not stand critical analysis. For examnle, a Navy 
baling operation which claimed $10 a ton saving to the Government actually 
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resulted in a $16 per ton direct loss when the market value for unprepared scrap 
was corrected according to actual sales. Costs of handling equipment mate- 
rials for cutting scrap, such as oxygen and acetylene, have been insufficiently 
listed or ignored. (See attached letter.) 

7. The utilization rate of the equipment is only part time. More than a dozen 
installations were made, in spite of the fact that there were and are private 
competitive facilities operating at about 50 percent of capacity. 

8. Thus, with an existing list of surplus scrap-processing equipment which is 
expected to be enlarged as a result of the present study, no new equipment is 
needed. This also raises the question of the need for the authorization of funds 
to operate such installations. 

9. Since excess service equipment is not being utilized there is adequate time 
for future requests for equipment to be made through regular appropriation 
channels and would not need be authorized through the diversion of receipts as 
under section 715. 

10. Because major scrap-processing equipment was purchased when not needed 
and there is an existing surplus in the services at present, we respectfully sug- 
gest that section 715 of H. R. 8873 be amended as follows: “Provided further, 
That none of these funds or other funds shall be used for the acquisition or con- 
struction of scrap processing facilities.” 

This would not interfere with the demilitarization of live ammunition or sur- 
plus disposal. The scrap industry asks merely that it be given the rightful op- 
portunity to participate in rendering scrap-processing service, including equip- 
nient demilitarization, such as scrapping of obsolete tanks, meeting full security 
requirements, in the spirit of the language of section 711 of H. R. 8873. 

The Institute of Scrap Iron & Steel is ready, as always, to provide expert 
consultation on any scrap-disposal problem as a public service and looks forward 
to the opportunity of reviewing such remaining scrap-processing operations, as it 
has been requested to do by the Department of Defense. 

If there are isolated installations where it is in the hest interest to the Gov- 
ernment to operate, we do not dissent as the interest of the scrap industry is 
in the greater good of the Nation. 

Such initial segregation or classification of material as is economical has 
not been opposed but encouraged by the institute. It has been seen, however, that 
in Government (as in private industry), prompt removal of scrap for processing 
by established dealers on a competitive-bid basis will vield the greatest net 
return, all costs considered, and is consistent with the stated principle of avoid- 
ing Government competition with private industry. 


INSTITUTE OF Scrap Iron & Street, INc., 
Washington 6, D. C., April 5, 1954. 
Hon. RicnHarp B. W1GcGLEswortH, 
Chairman, House Appropriations Committee, 
Armed Services Subcommittee, 
Washington 25, D. C. 

Dear Srr: In response to the privilege granted by the committee of filing addi- 
tional information for its consideration of the scrap-processing activities of the 
military, protested by the scrap industry, the Institute of Scrap Iron & Steel 
resnectfully presents the following: 

The attempted justification on the basis of savings of 10 Army and Navy 
scrap-processing operations have been analyzed and summarized below. In no 
instance are there “substantial savings to the Government” to justify these opera- 
tions, and in most there is a direct loss that has resulted from the Government 
scrap-processing activities. The military cost accounting and per ton figures are 
so contradictory in themselves, much less in relationship to the actual industry 
experience, as to make their value and accuracy questionable to say the least. 

For instance, the Army depot at Anniston, Ala., to bale 1,147 tons of light 
scrap uses a labor charge of $1.25 per ton. Using the same type press but an 
older model, the Navy depot at Hastings, Nebr., with a larger tonnage of 2,256 
(which should give a lower per-ton cost) for fiscal 1953 admits a $10-per-ton 
labor charge. 

Neither operation includes allocable costs for the use of the crane or magnet. 
While the oneration at Anniston does include a charge for sorting, none is in- 
cluded in the charge on the operation at Hastings. The press at Anniston 
wonld be operated about one-fourth the time; the press at Hastings abont one 
half the time on a minimum efficiency basis according to industry experience 
The use of approximately 4 men for that tonnage and that size press is about 
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correct, so that the $10 a ton labor charge on the double-volume operation at 
Hastings would be more nearly accurate than the $1.25 labor charge at Anniston. 
The labor cost at Anniston is at least double and probably 3 or 4 times the 
amount allocated, according to industry experience (and the Navy's experience 
at Hastings). 

The Hastings, Nebr., Naval Ammunition Depot claims a $4.59 per ton net 
profit on its baling activity, but only by assuming an unrealistic market value 
for the material before processing. If that figure is adjusted to the actual 
industry experience and the market value of the material for fiscal 1953, the 
processing cost—$13.52 per ton—would result in a $5.52 per ton direct loss to 
the Government for its scrap-processing operation at Hastings. 

The Navy’s cost per ton for bailing varies from $6.75 to $13.52 to $24.09, while 
the Army baling cost varies from $3.48 to $20 per ton. The cost of preparing 
heavy scrap by the military ranges from $1.41 per ton to $9.86 per ton, but in 
each of these instances an insufficient accounting of costs, considering all the 
factors, is evidenced in these reports. Most often the cost for torching, the 
oxygen and acetylene, the costs for the materials handling, the use of the crane 
and the magnet, are not considered. 

The greatest error in the costs of the military is insufficient allowance for the 
market value on unprepared scrap. This is because for the most part the material 
was not offered for sale for processing by the private industry, according to the 
expressed intent of Congress and Government directives. For instance, at 
Augusta, Ga., the Army claims a spread or gross margin between the price 
received after processing and the market value before processing of $22.17, while 
the experience at the Atlanta General Depot shows a spread of only $5 per ton 
gross margin between the price received after processing and the market value 
before processing, an error or difference of $17 per ton, which results in a direct 
loss to the Government for its processing operations at Augusta, Ga., even on the 
insufficient accounting of costs, and ignoring tax revenues and other factors. 

Using the military’s own insufficient cost figures, direct net loss operations also 
were indulged in at the Black Hills Ordnance Depot at Igloo, S. Dak. Instead 
of a $13.14 profit on heavy scrap, the direct loss per ton is $3.86 when the market 
value figure is corrected from $8 to $25. Also at Igloo the cost of baling—$8.87 
per ton—represents a net loss figure to the Government for its operations, as a 
$12 a ton price (for baled scrap) is at least the amount that could have been 
received for it unprepared. This indicates that the processing operation was 
not properly conducted and makes the figures questionable. 

Comparing similar presses and similar tonnages, the cost of baling by the Navy 
at Norfolk is (inadequately) listed at $6.75 a ton, as compared to the alleged 
$3.48 cost per ton of the Army at Anniston for similar tonnage and a similar 
press. Both are understated, but the difference is sufficient to question the 
cost figures. 

The naval depot at Newport, R. I., shows a net loss operation instead of a net 
profit when the figures are corrected for actual experience (bid No. B-85-53). 

Similarly, at Tooele Ordnance Depot, Tooele, Utah, the Army claimed a net 
profit of $38.65 a ton when corrected for the value of the unprepared material 
and using their own cost figures, the direct loss per ton to the Government is at 
least $12 per ton. 

The military scrap processing activities should not be allowed to continue. 
The net loss to the Government for fiscal 1954 is even much greater in every 
instance due to the decreased market and price for scrap. 

Respectfully yours, 
B. Z. Karz, 
Assistant to the Ewecutive Vice President. 
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Senator Fercuson. We will next hear from Mr. Granville S. Ridley, 
chairman, national security training committee of the American 
Legion. 


NATIONAL Security TRAINING COMMISSION 
THE AMERICAN LEGION 


STATEMENT OF GRANVILLE S. RIDLEY, CHAIRMAN, NATIONAL 
SECURITY TRAINING COMMITTEE 


GENERAL STATEMENT 


Mr. Riptey. Mr. Chairman and gentlemen of the subcommittee, the 
American Legion appreciates the opportunity you have granted to 
state our position in support of the extremely small budget for con- 
tinuance of the National Security Training Commission during the 
fiscal year 1955. 

The reasons for the American Legion supporting a reasonable 
budget for continuance of the National Security Traning Commission 
are many. With the indulgence of the committee, I would like to cite 
only some of the principal ones upon which we base our support. 
First, President Eisenhower by his action in reactivating the National 
Security Training Commission and appointing Julius Ochs Adler, 
manager of the New York Times, as Chairman of the National Secu- 
rity Training Commission, Dr. Karl T. Compton and Warren Ather 


ton as members evidenced a desire to place capable men in a position 
to carefully study this youth training program. When he also called 
for recommendations from the Office of Defense Mobilization he 
clearly showed a desire to reconcile the civilian and military man 
power needs. 


INTEREST OF THE PRESIDENT 


Second, by his letter of August 1, 1953, to the Chairman of the 
National Security Training Commission, the President again evi- 
dences his keen interest in the benefits so manifest in universal military 
training, a program which the American Legion has supported since 
1919. His request to the Commission reads: 

° As part of the administration’s overall review of national defense policies 
and programs I request the Commission to submit to me not later than December 
1, 1953, a report which shall include, but not limited to (1) an examination of 
inequities in the present method of securing men for our Armed Forces’ Reserves 
and the burdens imposed, with suggestions to remedy these inequities; (2) the 
feasibility and desirability of operating a military training program to supply 
trained nonveteran Reserves while at the same time continuing induction for 
service; and (38) the relationship of sueh a program to the building of a 
strong and equitable citizen Reserve sufficiently advanced in training to permit 
regular forces to expand rapidly from peace strength to war strength 


NEED FOR YOUTH TRAINING PROGRAM 


The Commission reported on December 14, 1953, that the urgent 
need for a youth training program had not diminished in the slight- 
est degree, that sufficient manpower was available to commence the 
program on January 1, 1955, with 100,000 young men annually, and 
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finally that it would relieve to a marked degree the present inequities 
between those who serve and those who do not. 

As the result of a report, prepared by an advisory group of citizens 
in the Office of Defense Mobilization known as the Committee on 
Manpower Resources for Netional Security (Appley committee), 
which presents serious doubt as to the availability of manpower, 
the National Security Training Commission and the Office of Defense 
Mobilization were requested to study and report to the President by 
April 1, 1954, their findings for the organization of a Ready Reserve 
to be recruited by the training of nonveteran youths as they become 
18 years of age. 

The work of this Commission assumes monumental importance in 
the light of the recent statements and plans to appreciably reduce the 
size of our standing Armed Forces. It is evident that this will con- 
currently result in a reduced number of young men going into the 
Reserve, and again place our reliance upon veterans who have already 
served their Nation on one or more occasions. It is manifestly unfair 
that millions who have not served that first day in their Nation’s 
defense are not required to serve 1 day in the Reserve. 

World conditions are such that our Nation can be promised little 
time to mobilize its manpower and industrial resources following the 
outbreak of war. The ocean bastions behind which we mobilized in 
{wo previous World Wars do not afford the same protection which 
they did then, or since the rapid development of strategic air power 
and atomic and thermonuclear weapons. Initially, we may haye to 
depend upon those on active duty and those reservists, whose training 
will ens able them to assume important roles in the defensive and offen- 
sive efforts of our Nation. 


TWENTIETH CENTURY MINUTEMEN 


The American Legion has always been a firm advocate of the prin- 
ciple of small Regular forces backed by a large, well trained Reserve. 
The means to effectuate this system lies in universal military training 
through which our nonveterans and those who have been deferred for 
just cause can be trained, under civilian control, and perfect this 
initial training in the Reserve. The Commission’s report Twentieth 
Century Minutemen released December 14, 1953, reflects this same 
line of thinking. 

This report is an extremely exhaustive study. It will go down in 
history as one of the great documents relating to the security and 
defense of our Nation. When completed, including the appendix 
and index, it covers 159 printed pages and shows that the Commission 
conferred with and obtained facts from the Department of Agricul- 
ture, the Department of Commerce, the Department of Defense, the 
Department of the Army, the Department of the Navy, the Depart- 
ment of Health, the Department of Labor, the Office of Defense 
Mobilization and 47 other subordinate bureaus, departments and 
offices of these. Anc that, in addition, it heard witnesses, evaluated 
all these reports and evidence and based its report upon existing law 
and the facts thus ascertained. It is astounding that the Commis- 
sion could have done this work upon the meager appropriation here- 
tofore had and that it hopes to carry on work of this magnitude for 
the fiscal year 1955 with a budget of only $55,000. 
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APPROVAL OF BUDGET RECOMMENDED 


The Commission’s budget for 1954 was $55,000, a most modest sum. 
The American Legion respectfully urges the subcommittee to approve 
a budget of not less than $55,000 to carry on the vital work of the 
National Security Training Commission during fiscal year 1955. As 
you know, H. R. 8873, which was passed by the House on April 29, 
1954, contains an allowance of $55,000 for the National Security Train- 
ing Commission for the fiscal year 1955. 

The National Security Training Commission must be permitted to 
continue its work through the appropriation of reasonable sums of 
money until this issue has finally been resolved by the Congress of the 
United States. 

Senator Frrauson. I believe Mr. Clarence H. Olson, assistant direc- 
tor, national legislative commission of the American Legion, has a 
statement. 


NATIONAL Boarp FOR PROMOTION OF RIFLE PRActTiIce 
NATIONAL LEGISLATIVE COMMISSION OF THE AMERICAN LEGION 


STATEMENT OF CLARENCE H. OLSON, ASSISTANT DIRECTOR 


GENERAL STATEMENT 


Mr. Otson. Mr. Chairman and gentlemen of the committee, the 
American Legion appreciates this opportunity to voice its views 1n be- 


half of appropriations for the National Board for the Promotion of 
Rifle Practice. We are authorized and directed to do this by virtue of 
resolution No. 218 which was adopted at the 1953 national convention 
of the American Legion. This is not the first resolution, by any means, 
which the American Legion has adopted in support of ¢ ivilian marks- 
manship training. Our organization has a continued interest in the 
promotion of rifle practice among civilians. 

The civilian of today is the soldier of tomorrow and many of us 
remember back to World War IT and, yes, even back to World War I 
when thousands of American soldiers went forth to the battlefields of 
Europe and the Southwest Pacific with entirely inadequate training 
in the use of the rifle and the resulting lack of confidence in it. 

To march another step and fire another shot has been the credo of 
the infantry for as long as we can remember. In spite of develop- 
ments of new weapons with vastly increased killing and destructive 
powers since World War I, the shooting of the infantry has until this 
very day played the basic role in military successes. This pertains to 
Korea as well as Indochina. 

Many military experts believe that the forced decentralization of 
ground troops, because of these newer weapons, will place even more 
reliance for survival and victory on the man and his rifle. 

In the rush of hurried mobilization it is difficult and frequently im- 
possible to devote the time necessary to develop a general average of 
good marksmanship throughout new troops. There is always a short- 
age of marksmanship instructors. More and more we find that the 
young man of today has never fired a high-power rifle until he gets into 
military uniform. The reason for this is that he has never been given 
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the opportunity. Marksmanship training these days has to take place 
in galleries, on supra. ranges and under careful supervision. 
That is where the National Rifle Association, the National Board for 
ihe Promotion of Rifle Practice, the American Legion, and other or- 
sanizations best fit into the program of encouraging and developing 
rifle marksmanship training among youth and adult. groups through- 
out the country. 

We appreciate the fact that civilian marksmanship training will not 
cure all mobilization ills or marksmanship requirements, but we do 
maintain that it would serve as an appreciative adjunct to the needs 
of the military, and of the individual if and when our citizens are 
again called to fight for our country and their lives. 


STATEMENT OF HON, DEWEY SHORT 


When we appeared before the House Appropriations Committee on 
this same subject, we pointed to no less a personage than the Honor- 
able Dewey Short and a statement he made be fore a meeting of the 
National Rifle Association in Washington on May 27, 1953. He said: 

Regardless of the atom bomb, guided missile, strategic bombing, mechanized 
units and all the tools of modern warfare, the concluding act in any war will 
continue to be a contest between men—men with rifles—and victory or defeat 
may well depend on which men will have the ability to use their rifles best. * * * 

There is no reason why every young man, when reporting for active duty 
in his country’s Armed Forces, should not have previously been trained in the 
use of the rifle. There is no reason why these young men, at age 18%, should 
not be proficient before they get into the service. Their forefathers were and 
these boys are no different type of breed. 

I don’t say that all rifle instruction in basic training can be done away with 
if we teach civilians how to use a rifle as a youth, but I do say that much time 
and effort and money can be served by reducing and supplementing the basic 
rifle training with civilian training. 

More recently Mr, Short again went before a similar meeting here 

Washington and in substance expressed the same views as stated 
above. On the latter occasion he was joined by such eminent mili- 
tary leaders as Gen. Matthew B. Ridgway, Gen. Lemuel C. Shep 
herd, Jr., and Maj. Gen. Merritt A. Edson, who is executive director 
of the National Rifle Association. Summing up the opinions of these 
apable military leaders, we make this simple statement: The advent 
of atomic weapons has brought new tactics of land warfare calling 
for much greater dispersal of forces. This in turn places more reli 
ince on the individual infantryman and his ability to handle his 
weapon. The man with a rifle has had to fight his way to settle battle 
conflicts and will again despite all pushbutton war developments, 

rhe American Legion is in agreement with these people whom we 
have a right to believe awe whereof they speak. 


BUDGET RECOMMENDED 


Che $100,000 recommended in the 1955 budget is largely for the 
administration of the Board and its division of civilian marksman- 
ship. It does not afford any aid in the purchase of ammunition by 
the several clubs. We sincerely recommend that your committee 
increase this amount substanti: ally. , 

We believe an annual approp riation of one-quarter of a million 
lollars in the furtherance of the program carried on by the National 
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Board for the Promotion of Rifle Practice, and its affiliates across the 
land, is entirely justified on the basis of its present and potential value 
in our system of national defense. 


NATIONAL GUARD ARMORY CONSTRUCTION 


Senator Frrcuson. I should like to submit for the record at this 
time a letter and a prepared statement which I have received from 
Maj. Gen. (retired) E. A. Walsh, president of the National Guard 
Association of the United States. General Walsh has taken this 
method of submitting a statement in order to conserve the time of the 
committee. I note that he has proposed an amendment to the Defense 
appropriation bill relative to National Guard Army construction. 
This amendment will receive the proper consideration of the com- 


mittee : 
(The statement referred to follows :) 


NATIONAL GUARD ASSOCIATION OF THE UNITED STATES, 
Washington 1, D. C., May 25, 1954. 
Hon. HOMER FERGUSON, 
Chairman, Subcommittee on Armed Services Appropriations, 
Senate Office Building, Washington 25, D. C. 

DeAR Mr. CHAIRMAN; This is in further response to your letter of April 30 con- 
cerning my appearance before the Appropriations Subcommittee on the Armed 
Services with regard to appropriations for the National Guard (Army and Air). 
In line with your suggestion, I have prepared a statement which I desire to file 
with the subcommittee for inclusion in the printed hearings, in lieu of a personal 
appearance. Fifty copies of my statement are provided for the use of the subcum- 
mittee and press. 

The National Guard Association of the United States, whose membership com- 
prises in excess of 94 percent of all active National Guard oflicers and warrant 
officers, believes that the appropriations recommended for the Air National Guard 
will support the Air Force plan to increase the Air National Guard in strength 
and combat effectiveness. While we generally support the appropriations recom- 
mended for the Army National Guard, there are two items to which I wish to 
direct your personal attention. These items are (1) personal strength, and 
(2) National Guard armory construction. 

Personnel strength.—The appropriations provided by the Congress for the sup- 
port of the Army National Guard for fiscal year 1954 were based on a strength on 
June 30, 1954, of 300,000 members. Due to increased recruiting activities, the 
Army National Guard reached 311,615 members on April 30, 1954. To avoid the 
necessity of stopping the voluntary enlistment of persons into this active com- 
ponent of the Armed Forces, the Department of the Army has transferred suf- 
ficient funds from other Army National Guard appropriations to allow a 
year-end strength of 325,000. There is every indication that this number will be 
approximated. 

The Department of Defense budget as submitted last January, and the appro- 
priations as passed by the House of Representatives for the Army National 
Guard, are based on a year-end strength for fiscal year 1955 of 325,000 members. 
Since this figure is identical with the closing strength for fiscal year 1954, no pro- 
vision is made for the further expansion of the Army National Guard, as planned 
by the Department of Defense. 

To remedy this situation and also to provide the necessary funds to estab- 
lish “Antiaircraft on-site missions” proposed for certain units of the National 
Guard, the President has submitted to the Senate an amendment to the budget 
which would transfer $25 million to the Army National Guard from the appro- 
priation item “Procurement and production, Army.” It is our understanding 
that this transfer will provide a year-end personnel strength for the Army Na- 
tional Guard of 375,000 members, allowing an increase of 50,000 members during 
the coming fiscal year. We urge the adoption of the President’s recommendation. 

National Guard armory construction.—The National Defense Facilities Act of 
1950 established a well-defined long-range program to. meet the construction 
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needs of all civilian components and for the first time authorized the Federal 

Government to participate in the funding of National Guard armories in amounts 
not to exceed 75 percent of the cost of an armory. The act further authorized 
the appropriation of $250 million for the purposes set forth during a 5-year 
period ending with fiscal year 1956. Of the $250 million authorized by the 
Congress, the Department of Defense allocated $145 million to meet the con- 
struction needs of the Army National Guard and Army Reserve. Appropriations 
by the Congress to the Department of the Army in furtherance of this act, in- 
cluding the $15 million requested for fiscal year 1955, amount to $86.7 million or 
slightly over 50 percent of the Army allocation with only one fiscal year remain- 
ing in the program. 

The National Guard armory construction program, being a new and joint 
venture, was slow in getting started. It was necessary for the legislatures of 
the several States to provide the matching funds. It was necessary to establish 
criteria which would protect the interests of both the participating parties. 
There is every indication that this program is ready to move at a more rapid 
pace. As a matter of fact, there are now pending in the Department of the 
Army approved plans from the several States for 228 new armories and 9 armory 
expansions, for which the State legislatures have appropriated $18 million 
representing the 25 percent State contributions. On this basis, the Federal 
Government's share would be $54 million. With the $9 million carryover from 
fiscal vear 1954, and the $9 million recommended for fiscal year 1955 for armory 
construction, there remains a $36 million deficit in the Federal Government’s 
share to preceed with the construction for which the States have made their 
plans. The funds presently included in H. R. 8873 will allow for the construc- 
tion of approximately SO armories. 

In line with the President's proposal to transfer funds from the appropria- 
tion item “Procurement and production, Army,’ to meet the increased personnel 
requirements of the Army National Guard, we recommend that the Secretary of 
Defense be authorized to transfer up to $386 million from this same fund to 
meet the sorely needed construction requirements of the Army National Guard, 
for which the States are ready to contribute their share. We believe the follow- 
ing amendment will accomplish this purpose: 

Add on page 9, line 16: “, and in addition not to exceed $36,000,000 may be 
transferred to this appropriation from the appropriation ‘Procurement and 
production, Army’ for the construction of National Guard armories when such 
transfers are determined by the Secretary of Defense to be in the national 
interest.” 

We earnestly recommend the adoption of this amendment. 

Sincerely yours, 
E. A, WALSH, 
Vajor General, National Guard of the United States, Retired, President. 


STATEMENT OF MAJ. GEN. ELLARD A. WALSH, PRESIDENT OF THE NATIONAL GUARD 
ASSOCIATION OF THE UNITED STATES 





Mr. Chairman and gentlemen of the committee, the National Guard Association 
of the United States, representing as it does and speaking for the Army and Air 
National Guard, is beholden to the committee for this opportunity of appearing 
before you in connection with certain matters pertaining to the Army und Air 
National Guard. The National Guard Association of the United States is com 
posed of the several States, the Commonwealth of Puerto Rico, the Territories, 
the District of Columbia, and the officers and warrant officers of the Army and 
Air National Guard, For the current fiscal year 36,001 officers and warrant offi- 
cers out of a total of 37,972 are enrolled in the association. 
enrollment of 94.8 percent of its potential. 

With the permission of the chairman and the members of the committee, I 
will confine my remarks today to two items, namely, construction and strength 
of the Army National Guard for fiscal year 1955. 

The amounts approved by the House as set forth in H. R. 8873 of $218,530,000 
for he Army National Guard and $160 million for the Air National Guard. or 
an aggregate of $378,530,000 are eminently satisfactory and we are most 
grateful for the consideration accorded these components of the Armed Forces 
by the House of Representatives, the Appropriations Committee, and the Army 
and Air Force Subcommittees thereof. 


This constitutes an 
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Our principal concern is in connection with construction—armory and non 
irmory—which is contained under the heading “Military construction, Army 
Reserve forces” on page 9 of the bill, lines 1 to 16 inclusive. Under this heading 

total of $15 million was approved by the House, of which $10 million is ear- 

arked for the Army National Guard to be apportioned on the basis of $9 mil 
ion for armory construction and $1, million for nonarmory construction for 
fiscal year 1955. This amount will prove to be very inadequate, for reasons 
which I am certain the committee will realize. In that connection, I would 
like to acquaint the committee briefly with the development of the National 
Guard since the close of World War II. 

Under the terms of the National Defense Act of June 4, 1920, the strength 
of the National Guard, including a small air arm, was fixed at 464,000 aggregate, 
but because of budgetary limitations it was never permitted to remotely reach 
that figure. In 1923, under the modified War Department program of that year, 
the strength of the National Guard was fixed at 210,531, but again because of 
budgetary limitations it was held to a strength of 190,000 until 1937. In that 
vear, Congress authorized it to increase its strength to 210,531 in annual incre 

ents of 5,000. Before this could be accomplished, the National Guard was 
ordered into the active military service of the United States incident to World 
War IT and was authorized to recruit to its peace strength of approximately 
302,000, which it did. 

On February 6, 1946, the National Guard of the United States, having been in 
the active Federal service for approximately 5 years, was returned to State 
control. The War Department had completed plans for the postwar organiza- 
tion of the National Guard in conformity with the approved War Department 
policies of October 13, 1945, affecting the National Guard of the United States. 
Complementing these policies was the National Guard troop basis developed by 
the War Department which fixed the strength of the National Guard, including 
ts air arm, at 682,796, or 314 times the prewar strength, and number of units 
was increased from slightly more than 3,000 to slightly in excess of 6,000. This 
was indeed a tremendous increase in the allotments and strength, but they were 
accepted by the States, and on July 1, 1946, they were authorized to proceed with 
the postwar reorganization. 

Prior to 1952 the States received no financial air of any kind from the 
Federal Government for armory construction, and very little for nonarmory 
construction. The Approved War Department Policies of 1945, to which I 
have referred, contained a provision that the Federal Government would bear 
ts fair share of the cost of providing facilities, including armories. It was 
not until September 11, 1950, that the National Defense Facilities Act of 1950 
was approved, and it was not until fiscal year 1952 that the first appropriation 
was made in the amount of $16 million. In fiscal year 1953 an additional 
$5 million was appropriated, followed by $8,994,000 in fiscal year 1954, or a total 
of $29,994,000. If the amount of $9 million approved by the House for fiscal 
year 1955 stands, the total appropriated for 4 fiscal years, i. e., 1952, 1958, 
1954, and 1955, will be $38,994,000. As of May 1, 1954, a total of $18,008,000 
had been allotted to the States and obligated, leaving $11,986,000 available on 
that date. 

The Army National Guard armory construction program initially was blocked 
at every turn by obstacles and redtape, for which there was no excuse. During 
fiscal year 1952 a total of only $25,968 was obligated. In fiscal vear 1953 a 
total of $5,988,618 was obligated, and while this was an improvement, it was 
nevertheless disappointing. In its report to the House on April 7, 1952, relative 
to H. R. 7391, the Subcommittee on Armed Services stated: “The committee 
is disappointed at the rate of progress that has been made in this program to 
date and urges the Secretary of Defensae to do all possible to get the program 
moving to provide the necessary facilities for this very vital segment of our 
defensive strength.” It was not until representatives of the National Guard 
Association appeared before the Reserve Forces Policy Board and charged that 
the program was being sabotaged that there was any noticeable improvement. 

The long-range armory construction program of the Army National Guard, 
compiled prior to the enactment of the National Defense Facilities Act of 1950, 
called for 1,280 new armories, 122 expansions, and 41 rehabilitations, at a total 
estimated cost of $227,232,084. Under the provisions of section 3 (c) of Public 
Law 783, the States’ share of the program would be $56,808,021. From the 
last figures available, the States and subdivisions thereof have appropriated 
over $20 million, and of this amount approximately $18 million will be available 
for matching Federal funds on a 25 percent-75 percent basis during fiscal year 
1955 
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Much has been made of the fact that there would be no point in appropriating 
additional amounts, so long as substantial amounts remained unobligated. On 
the face of it, there can be no argument, but the fact remains that the Army 
National Guard armory construction program has been delayed by every con- 
ceivable pretext, redtape, unreasonable and unrealistic criteria, and inertia jin 
the Office of the Secretary of Defense, the Bureau of the Budget, and G—4 of 
the Army. Commencing in January of 1954, when $1,276,718.93 was allotted and 
obligated, there was a distinct speeding up of the program. In February, 
$1,087,025.09 was allotted and obligated, followed by $2,322,671.35 in March and 
$2,236,166.73 in April. During the months of March and April, $81,019.40 and 
$309,279.10 was allotted and obligated for nonarmory construction. Thus, it 
will be seen that in April 1954 a total of $2,545,445.83 was allotted and obligated 
for armory and nonarmory construction. The States and the National Guard 
Association contend that if in excess of $2.5 million could be allotted and obli- 
gated in April 1954, there is no good reason why such an average could not 
be maintained throughout the fiscal year. 

On page 5381 of the Congressional Record of April 28, 1954, Mr. Ford, of 
Michigan, in response to questions from the floor of the House, stated: 

“On June 30 of 1954, this coming June, the joint program will have available, 
out of previous funds made available $9,598,000 for utilization in fiscal 1955. 
In other words, the program was overfinanced in the past but is now commencing 
to move forward. But, nevertheless, on June 30, 1954, they will still have 
available for utilization in fiscal 1955 the sum of over $9.5 million for this 
program plus the $9 million which we have given them in the budget we are 
presenting here. In other words, in fiscal 1955 for the joint program they will 
have $18,598,000 available for this program.” 

Continuing, Mr. Ford said: 

“The joint armory program, which was presented to us by General Abendroth, 
head of the Army (Division) National Guard Bureau, indicates that out of 
the $18.5 million on June 30, 1954, they will still have $2 


$2 million which they 
will not have obligated by June 30, 1955. In other words, their program does 


not call for the full utilization of the $18.5 million in fiscal year 1955. Although 
I have the highest respect and admiration for the fine people who are interested 
in the National Guard, may I say, that in my judgment, they are making a 
serious mistake in trying to get the House of Representatives to approve addi- 
tional funds when the facts indicate the Department is not planning to obligate 
all the money that will be available if this bill is approved.” 

Thus, for the first time in 33 years a committee representing the National 
Guard Association of the United States was impugned and criticized on the 
floor of Congress. Over this long period of years, the National Guard Asso- 
ciation of the United States has been most meticulous and conservative in its 
presentations to the Congress, and regrets exceedingly that its presentation to 
the House committee concerning this matter was misunderstood or misinter- 
preted, or both. Strangely enough, we are in no way critical of the committee 
or the House, and we honestly believe that the facts which we set forth here- 
inafter will convince the committee and the House we were, and are, correct. 
It appears reasonable, on our part, to assume that the whole picture had not 
been given to them. 

Based on the inordinately slow rate of allotments and obligations of money 
appropriated by the Congress for this program in fiscal years 1952 and 1953 
by the Office of the Secretary of Defense and the Department of the Army, 
arithmetic discloses that the program was overfinanced. Had the allotments 
and obligations been made by these agencies, as intended by Congress, and in 
accordance with the provisions contained in the National Defense Facilities Act 
of 1950, the program would not have been overfinanced. 

Insofar as the National Guard Association is aware, there is nothing any- 
where in the hearings or debate in connection with H. R. 8873 that approved 
projects available to the States, and additional projects submitted by the 
States for approval, but not yet approved, total over $50 million. Yet the ap- 
propriation as passed by the House of Representatives provides only $18,598,000 


will be available during fiscal year 1955 to meet this requirement. So unless 


the amount to be available for fiscal year 1955 is increased, it is obvious that 
only a sinall number of armories will be constructed to meet the ever-increasing 
needs of the Army National Guard. 

rhe States expected and anticipated that the planned armory construction 
for fiscal year 1955 would embrace 228 new armories and 9 expansions, at an 
estimated cust in excess of $50 million. 


It now appears that the Bureau of the 
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Budget or the Department of the Army, or both, reduced the number of armory 
projects from 228 to 80, estimated to cost $16,598,000, this amount to be financed 
from a carryover of $9,598,000 from fiscal year 1954 plus an appropriation of 
$9 million for fiscal year 1955. This would leave a balance of $2 million on 
June 30, 1955, as indicated by Mr. Ford to the House of Representatives sitting 
as a Committee of the Whole, on April 28, 1954. 

However, as I have previously indicated, the States, acting in good faith, have 
ppropriated and made available approximately $18 million as their share toward 
National Guard armory construction. Based on this amount, the Foderal 
Government’s share would be $54 million. With the approximate $9 million carry 
over from fiscal year 1954 appropriations, and the $9 million ine’uded in H. R 
S873 as passed by the House of Representatives, there remains a 836 million 
eficit in the Federal Government’s share in matching the funds appropriated 
by the States. We have noted with satisfaction that the President has sub- 
mitted an amendment to his budget message to the Senate recommending that 
an additional $25 million be made available to the Army National Guard in 
fiscal year 1955 to provide for increased strength and additional functions. In 
order to meet the appropriations of the States in their desire to construct addi 
tional National Guard armories, we recommend that $36 million be similarly 
transferred and made available for the construction of National Guard 
armories. A suggested amendment to accomplish this result will be submitted. 

The members of this committee, I am sure, are familiar with the inadequate 
icilities provided to many units of the National Guard in their respective 
States. Many units are housed in abandoned dancehalls, basements of town 
halls, dilapidated warehouses, or wherever space can be found. The States are 
ready to improve this situation and we earnestly recommend the adoption 
of the amendments to rectify this condition. 

Relative to the item of nonarmory construction, the National Guard Assccia 
tion recommends that the amount of $1 million recommended by the Bureau 
of the Budget and approved by the House for fiscal vear 1955 be increased in 
the amount of $4 million, to a total of $5 million. The sums of $8 million, $38 
million, and $100,000 were appropriated for the fiscal years 1952, 1953, and 
1954, respectively, or a total of $11,100,000. Of this amount $5,735,000 has heen 
allotted and obligated to date, leaving $5,365,000 available for allotment and 
bligation on May 1, 1954, with the sum of $1 million available in fiscal year 
1955, or a total of $6,365,000. In view of the fact that the approved projects, 
or projects in process of approval, will completely exhaust the nonarmory con 
struction fund during fiscal year 1955, it is recommended that the item be in 
creased as indicated. 

It is desired to bring to the attention of the committee the strength situation 
now facing the Army National Guard. The Congress authorized a year-end 
strength of 300,000 for June 30, 1954, but the House Appropriations Committee 
indicated it desired no cessation of recruiting, and indicated if that strength 
was exceeded a supplemental appropriation would be entertained. On March 31, 
1954, the strength of the Army National Guard was 302,694 aggregate, or an 
excess of 2,694 over the strength authorized. The Bureau of the Budget, the 
Department of the Army concurring, increased the strength authorized to be 
attained by June 30, 1954, to 315,000, and later to 325.000, and made available 
the necessary funds. On April 30, 1954, the strength of the Army National Guard 
was 811,615. Thus, it will be noted that the average net gain of the Army 
National Guard for each of the months of February, March, and April has been 
in excess of 10,000. 

In connection with this matter of strength, it is desired to call the attention 
of the committee to the statement made by Representative Ford, of Michigan, 
to the House as stated on page 5382 of the Congressional Record of April 28, 
1954: 

“Mr. Forp. Within the last few days it has been called to our attention that 
the National Guard people (Bureau) have indicated to the field, to some extent, 
that some units of the Guard throuchout the country ought to slow down their 
recruiting. Our committee feels that this was ill-advised. We wish to remind 
the National Guard (Bureau) that they have on hand with the Bureau of the 
Budget approximately $17 million which I am sure the Bureau of the Budget 
would be glad to release them if they can justify that their recruiting program 
needs that additional money. Our committee will support them 100 percent 
in the request to the Bureau of the Budget for the release of those funds which 
are available.” 
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Since it is now apparent that the Army National Guard will attain or exceed 
an aggregate strength of 325,000 on June 30, 1954, it is evident that it will at 
tain a strength of 375,000 aggregate by June 30, 1955, and the National Guard 
Association of the United States recommends that the committee make provisions 
for such a strength on June 30, 1955. 

This presentation would be incomplete without a reference to the strength of 
the Air National Guard. This component had an authorized strength of 50,700 
for June 30, 1954, and on April 30, 1954, had attained an aggregate strength of 
47,778. The average net gain for the Air National Guard for each of the months 
of February, March, and April had approximated 2,100. It is now evident that 
the Air National Guard will have an aggregate strength of approximately 
52,500 on June 30, 1954. The year-end strength for the Air National Guard for 
June 30, 1955, is fixed at 65,700, and it is anticipated this strength will be easily 
attained and probably exceeded. Thus, it will be noted that the Army and Air 
National Guard have far exceeded their strength quotas for June 380, 1954, and 
will, no doubt, duplicate the performance in fiscal year 1955. It is well to note 
that the Army and Air National Guard have met or exceeded every organizationa 
and strength objective imposed by the Department of the Army and the Depart 
ment of the Air Force since World War II. 


PROCUREMENT OF APPAREL 
Senator Frereuson. At the hearings last year, certain allegations 
were made by Mr. Mario G. Mirabelli concerning the handling of the 
procurement of various types of apparel by the Quartermaster Gen 
eral’s Office of the Army and later by the Armed Services Textile and 
Apparel Procurement Agency. Inquiries by the investigations di 
vision of this committee resulted in responses by Army officials. The 
inquiry and response will be made a part of the record. 

(The documents referred to follow :) 


SEPTEMBER 16, 1953. 
Maj. Gen. GrorGe A, HorKAN, 


Quartermaster General's Office, 
Temporary “A” Building, Second and T Streets, SW., 
Washington 25, D. C. 
This will confirm a telephonic request made by a 
member of the staff of this division of Miss Sara Williams, General Counsel’s 
Office of the Quartermaster General. 

Allegations have been made concerning the procurement of various types of 
apparel, both by the Armed Services Textile and Apparel Procurement Agency 
and by the Quartermaster prior to the organization of ASTAPA. In general, the 
allegations are that some low bidders were not awarded contracts or that mate- 
rial supplied to a contractor to be made into wearing apparel was unfit, should 
have been classed as seconds, but had been accepted by the Quartermaster as 
first-class material and paid for as such. 

More particularly, information is requested in the following instances: 

1. Invitation No. 1302 for overcoats, parka type, with pile liner, was sent out 
on two 50,000 lots. The Trenton Sportswear is alleged to have been low bidder 
on both lots but was awarded the bid on only one lot and the other was awarded 
Albert Turner. It is alleged that the award of the second lot to Albert Turner 
resulted in an extra cost to the Government of over $50,000. Would you please 
comment on the circumstances surrounding invitation No. 1302, particularly as 
to how it was handled and by whom, and the reason, if any, why the low bidder 
was not awarded both lots, and if a reason exists what were the circumstances 
which precluded the low bidder from receiving both lots? 

2. Invitation No. 1732, for liner, trouser, arctic, was for 556,000 units. It is 
claimed that the low bidder was Mario G. Mirabelli & Co.; that though the Mira- 
belli Co. was low bidder they did not receive the award and the purchase was 
made from other manufacturers at an alleged additional cost to the Government 
of some $50,000. Your comment is requested as to the circumstances surrounding 
this transaction, individuals involved, and an explanation, if any, why a low 
bidder should be ignored, as alleged. 

3. With respect 


DEAR GENERAL HORKAN: 


to contracts numbered 28807 and 28808 for 687,000 pairs 
liner, trouser, field, several hundred thousand yards of material were supplied 
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the manufacturer, Mirabelli & Co. The contractor claims he notified the Quar- 
termaster, informing him the cloth was “dye-house second,” unfit for the purpose 
for which supplied, and having hardly any commercial value. It is alleged the 
material normally, if purchased for commercial use, would have been purchased 
for 10 cents on the dollar. It is claimed that the Quartermaster’s answer to this 
report by the contractor was the cloth had been purchased as seconds. It is 
alleged by the contractor he was informed by the mill the Quartermaster had 
accepted the cloth as first-class material and paid for it as first-class material. 
Would you please advise as to the facts surrounding this transaction, how it was 
handled, and by whom; whether such a report of unfitness was made to the 
Quartermaster ; and the source of the material. 

4. Invitation to bid NEG—50 provided for partial alteration of 750,000 herring- 
bone twill suits from sizes large to special size small. As a result of the invita- 
tion to bid, 3 contracts were awarded at an average price of $1.45 each. It is 
alleged that the alteration of the suits caused a waste of cloth and this, added to 
the fact that the Government paid the transportation both ways, gave rise to a 
substantial dollar total of waste. It is alleged that the special size suits could 
have been purchased or manufactured as such at considerably less cost to the 
Government. It is the understanding of this office that this particular bid 
covered apparel for the Department of Air. Would you please comment on the 
facts surrounding this transaction; how and by whom handled, and ascertain 
why herringbone twill suits should be altered from a large to a special size small 
at an alleged cost to the Government of $2 per garment when complete suits had 
been manufactured in the past at a cost of $1.89 per garment. 

5. It has also been alleged that the Government is suffering a loss through the 
practice of deviation from specification indulged in by contractors. It is alleged 
that the Woodbury Manufacturing Co., Wilkes-Barre, Pa., a subcontractor of 
the Atlantic Sportswear Co. of Asbury Park, N. J., has indulged in this practice. 
Would you please advise this office as to the steps taken to preclude deviation 
from specifications, and the procedure followed by the Quartermaster or ASTAPA 
in assuring that deviations affording a contractor additional profit over and 
above his normal return do not occur. Specifically, how and by whom are manu- 
factured items, such as wearing apparel, accepted on behalf of the Government 
and how and by whom is payment to the manufacturer on the basis of the 
contract and specifications authorized. 

Very truly yours, 
PAu E. KAMERICK, 
Chief, Investigations. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL, 
Washington 25, D. C. 
Mr. Paut E. KAMERICK, 
Chief, Investigations, Committee on Appropriations, 
United States Senate. 

Dean Mr. KAmMertcK: Reference is made to your letter of September 16, 1953, 
in which you requested information concerning certain procurement practices 
and procedures of the Quartermaster Corps and the Armed Services Textile and 
Apparel Procurement Agency. It is understood that your inquiry grew out of 
the testimony of Mr. Mario G. Mirabelli given last June in hearings then being 
conducted by the committee. 

This office had the cooperation of the Office of the Directorate, ASTAPA, in 
obtaining the facts requested. Enclosed with this letter is a report explaining 
in some detail the matters in which you expressed an interest. 

Sincerely yours, 
(Signed) E. C. BuRNeTT. 
(For W. R. Compton, 
General Counsel) 


REPORT ON CERTAIN CLOTHING AND TEXTILE PROCUREMENTS, 1951-53 


The following report concerns clothing and textile procurement actions taken 
by the New York Quartermaster Procurement Agency and the Armed Services 
Textile and Apparel Procurement Agency during the years 1951 to 1953. It is 
submitted in accerdance with a request dated September 16, 1953, from Mr. 
Paul E. Kamerick, Chief of Investigations, Committee on Appropriations, United 
States Senate. 
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(1) Invitation for bids No. QM 80-280-51-1302 

On May 24, 1951, the New York Quartermaster Procurement Agency issued this 
formal invitation for bids on 348,665 overcoats, parka type, with pile liner, to be 
delivered one-third per month in September, October, and November, 1951. Bids 
submitted by 32 contractors were opened by Capt. Erie C. Farnell, the contracting 
officer, on June 25, 1951. Evaluation of the bids showed Trenton Sportswear 
Co. to be low with unit prices of $7.25 and $7.48 on two separate 37,500 lots of 
overcoats. Before award could be made to this company however, it was neces- 
sary to determine whether it could produce the quantities bid upon for delivery 
at the times required by the Army. 

In a communication of June 26, 1951, Lt. Col. Yancey H. Knowles, Chief of 
the Industrial Planning Staff, recommended that the award to Trenton Sports- 
wear be limited to 37,500 overcoats or 12,500 per month during September, 
October, and November. This recommendation was based upon an industrial 
facility survey of November 21, 1950, which estimated the Trenton Sportswear 
plant to have a capacity of 11,000 field overcoats per month. 

Because of the savings that were possible if Trenton Sportswear were capable 
of delivering 75,000 overcoats by November 1951, the Chief of the Purchasing 
Branch, Col. L. Shirley, chose not to rely solely upon previously-obtained mobi- 
lization planning data in this instance; and on June 27, 1951, Colon S. Dixon, pur- 
chasing agent, conducted a new survey of the Trenton Sportswear plant. Mr. 
Dixon interviewed the owners of the company; reviewed past production and 
shipping records; inspected the physical plant and equipment; and considered 
commitments and subcontracting plans. He concluded that Trenton Sportswear 
could produce “approximately 37,000 units according to the scheduled require- 
ments, and not the 75,000 bid on.” Mr. Dixon recommended that “Trenton 
should be awarded in accordance with the recommendation of industrial mobili- 
zation dated June 26, 1951, which recommends 37,500 each.” On June 30, 1951, 
Trenton Sportswear Co. was awarded a contract for 37,500 overcoats at $7.25 
each, 

Albert Turner & Co., Inc., did thereafter receive an award of 35,165 overcoats 
at a unit price of $8.92. However, as stated above, invitation No. 1302 was for 
bids on a total of 343,665 overcoats. After 37,500 had been awarded to Trenton 
Sportswear it was still necessary to obtain 306,165 overcoats from other manu- 
facturers. Contracts were awarded to the second lowest bidder, then to the 
third lowest bidder, and so on, for the quantities they were willing to and 
could produce. Under this single invitation 12 different bidders received awards, 
as follows: 


Trenton Sportswear, Inc ; ‘ _.. 37,500 at $7.25 
sjorman Sportswear, Inc aide 6,000 at $7. 46 
Philmac Sportswear, Inc ‘ : : J 25,000 at $7.49 
Durable Sportswear Co., Inc i 5 . -__ 10,000 at $7.50 
Westmar Mfg. Co ‘ ‘ inka ate a 15, 000 at $7.55 
Aviators Clothing Co., Ine 7 ‘ she 50, 000 at $7.93 
Rhea Mfg. Co . ; nial _. 10,000 at $8.19 
Wm. I. Nathan Co., Ine i ad ee : _.. 50,000 at $8. 46 
Mario G. Mirabelli & Co ' : __... 50,000 at $8. 47 
Fabric Garment Co : . acacd 80, 000 at $8. 50 
Skyline Clothing Corp : era adda ‘ . 25,000 at $8.50 
Albert Turner & Co., Ine ; a ._ 35,165 at $8.92 


The award to Albert Turner & Co., Inc., was made only after quantities offered 
by lower responsible bidders had been insufficient to meet requirements. 

Rejection of bids because of the inability of the bidders to produce contract 
quantities is in accordance with section 3 of the Armed Services Procurement 
Act of 1947 (41 U.S. C. see. 152) as implemented by section 2—406.1 of the Armed 
Services Procurement Regulations. 


(2) Invitation for bids No. QM 30-280-52-1732 


On May 9, 1952, the NYQMPA issued this formal invitation for bids on 556,000 
pair of arctic trouser liners to be delivered between August 1952, and April 1953. 
The schedule called for deliveries of 69,000 per month during August, September, 
and October ; 68,000 per month during November, December, and January ; 48,500 
per month during February and March, and 48,000 in April. Invitation No. QM 
30-280-52-1731 was issued at the same time for 687,000 pair of field trouser liners. 
This invitation called for deliveries from August 1952 through March 1953, as 
follows: 32,000 during August; 102,000 per month during September, October, 
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November, and December; 103,000 in January; and 72,000 per month during 
February and March. 

Mario G. Mirabelli & Co. submitted the lowest bids under both invitations. On 
June 9 and 10, 1953, as part of a preaward survey, Gennaro D’Adamo, a quarter- 
master inspection service regional supervisor, inspected Mirabelli plants in 
Elizabeth and Neptune City, N. J. Consideration of the number and type of 
company employees and machinery on hand at the 2 plants led this inspector 
to estimate that the maximum monthly production of trouser liners at the 2 
Mirabelli plants would be approximately 70,000 pair. The 2 invitations com- 
bined called for deliveries in excess of 170,000 pair during some of the scheduled 
months. Although Mirabelli’s estimated capacity more nearly corresponded with 
the rate of production required for the 556,000 liners under invitation No. 1732, 
the contracting officer, Capt. Frank B. Walker, awarded the larger quantity of 
687,000 to Mario G. Mirabelli & Co. under invitation No. 1731. As to the 556,000 
pair of arctic trouser liners included in invitation No. 17382 awards were made to 
the next lowest bidders. Atlantic Sportswear Manufacturing Co., Inc., was 
awarded a contract for 317,000 pair; and the Cavalier Garment Corp. one for 
239,000 pair. 

Mario G. Mirabelli & Co. did not complete the contracts awarded to it for field 
trouser liners. Because of the company’s failure to make satisfactory progress 
toward production it became necessary on November 10, 1952, to terminate for 
default its right to proceed with perfermance under the contract. Thereafter 
637,710 pair of liners originally included in the Mirabelli contracts were pur- 
chased from other sources at a considerable monetary saving. 

(3) Contracts DA 30-280-QM-28807 and 28808 

These two contracts called for 687,000 pairs of field trouser liners to be manu- 
factured by Mario G. Mirabelli & Co. primarily from Government-furnished wool 
frieze and a type of acetate rayon. After Government cloth was shipped to the 
plant, Mr. Mario G. Mirabelli made various complaints about its condition. 

As for the allegations made before the committee that the acetate rayon was 
“dyehouse seconds,” the purchasing office has indicated that the cloth furnished 
to the Mirabelli company did contain some shade bars and shading within the 
piece. However, it is not possible merely by examining particular pieces of cloth 
to determine whether they are “dyehouse seconds.” Something must also be 
known of the customer for whom. and the contract under which, the cloth was 
dyed. Rayon supplied to the Mirabelli company under the contracts in question 
had been manufactured for the Army under Army specifications. 

It is possible for any type of dyed cloth to show some shade bars and shading 
within the piece. The degree of shading depends not alone upon the techniques 
of the dyer, but upon the dye-absorptive and light-reflective qualities of the yarn. 
Whether a particular customer will accept shaded material, and the amount he 
will allow, ordinarily depends upon a consideration of the degree of perfection 
attainable in industry through the exercise of reasonable precautions It de- 
pends, also, upon the use to which the cloth will be put and the relation between 
price and the anticipated number of rejects. Since evenness of color directly 
affects the appearance of cloth, a minimum of shading is permitted in cloth 
intended for quality outerwear. Rayon cloth furnished to Mario G. Mirabelli 
& Co. had been purchased for use in garment linings; color tolerance were there 
fore greater than would have been permitted in cloth purchased for visible parts 
of military apparel. 

A reconstruction of prior procurement action indicates that the rayon cloth 
furnished under these contracts was drawn from a supply at 6 million yards 
purchased during 1950 and 1951 from the following contractors: Bloomsburg 
Mills, Ine.; the Schwartzenbach Huber Co.; Goodman & Thiese, Inc.; Tannen- 
baum Textile Co.; Textron, Inc.; Erlanger Mills; Cohn Hall Marx Co.; Pep 
perell Mfg. Co.; and Greenwood Mills, Inc. Because of the time elapsed since 
the procurement of this cloth it is not feasible to ascertain which of these con- 
tractors produced the cloth supplied to the Mirabelli Co. It is difficnlt to 
determine what effect the shade bars in this particular material would have on 
commercial price for the material was dyed a color demanded primarily by the 
military. However, shade bars and shading within the piece have no effect upon 
the strength or durability of the cloths. 

(4) Request for proposals NEG-50 

Military Interdepartmental Purchase Request No. 33-602-8-13B-151 was sent 
by Wilkins Air Force Depot, Shelby, Ohio, to the Armed Services Textile and 
Apparel Procurement Agency under date of October 28, 1952. It requested the 
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letting of contracts for alteration of 700,000 pair of cotton coveralls from size 
large (40 and 42 regular) to size small. 

In accordance with the MIPR requests for proposals were sent to 35 con 
tractors ; of these, 23 responded with proposals. Contracts were then negotiated 
with three contractors at prices for various lots ranging from $1.09 to $1.55 per 
pair. Information received from ASTAPA indicates that prices paid for the 
initial manufacture of the same or similar items when last purchased in 1951 
were $1.30 to $1.93 per pair. It is understood that there has been no substantial 
change in clothing manufacturing costs since 1951. It should be pointed out that 
the cost for the initial manufacture of coveralls as set out above represents only 
the cost of cut, make and trim services under contracts in which the cloth is 
furnished by the Government; material costs are not included. 

It is understood that the coveralls had been purchased during World War II. 
The average size of servicemen at the present time appears to be somewhat smaller 
than the average size during World War II—a phenomenon probably attributable 
to the fact that during World War II men were drawn from an older and larger 
segment of the population. By means of the contracts in question, the Air Force 
was able to conserve newer and more valuable yard goods while utilizing old 
coveralls of unneeded sizes. 

(5) Deviations from specifications 


Atlantic Sportswear Manufacturing Co., Inc., was awarded contract No. 
QM 28809 and QM 28810 for 317,000 pair arctic trouser liners, an item differing 
only in minor respects from the field trouser liners which Mirabelli had promised 
to manufacture under contracts QM 28807 and QM 28808. Work under these 
contracts was subcontracted by Atlantic to the Woodbury Manufacturing Co. 
of Wilkes-Barre, Pa. By telegram of October 3, 1952, addressed to Maj. 
Charles S. Gerner, successor contracting officer, the Atlantic Sportswear Co. 
requested permission for Woodbury to “make the new type construction worked 
out by the (Quartermaster Corps) Research and Development Office consisting 
of overedging corresponding pieces of lining and frieze together and then fabri- 
cating garment with double needle seam type LSA-2 for the basic seams at no 
additional cost to the Government,” in lieu of the type of construction specified 
by the contract. 

The contracting officer referred the request to the ASTAPA Clothing Evalua- 
tion Board. In a communication dated October 9, 1952, August G. Coppola, 
Chairman of the Board, recommended favorable consideration of the Atlantic 
Sportswear request, noting that the request was “in line with latest research 
and development thinking” and that existing specifications were being revised to 
include such a modification. Mr. Coppola stated that the recommendation had 
been concurred in by “Mr. C. Miller, research and development, Philadelphia 
Quartermaster Depot.” By telegram of October 16, 1952, Major Gerner granted 
permission to deviate from specifications as requested. Atlantic Sportswear 
was informed that any resultant savings would revert to the Government and 
was requested to notify the Armed Services Textile and Procurement Agency 
within 10 days whether savings would result. Thereafter the contractor notified 
the contracting officer that there would be no savings resulting from the modi- 
fication. After learning of Mr. Mirabelli’s allegation to the committee, Mr. 
Joseph Kelner and Mr. Morton A. Kaufman, general partners in the Woodbury 
Manufacturing Co., submitted a statement describing a visit by Mr. Mario G. 
Mirabelli to the Woodbury plant, Wilkes-Barre, Pa. in January 1953. The state- 
ment amounts to a denial of Mr. Mirabelli’s allegation that this company had 
saved 15 cents per unit as a result of the stitching deviation.” Further doubt as 
to the accuracy of this allegation is raised by the fact that the stitching operation 
represents a minor part of the production cost on trouser liners. 


Information 
from the Armed Services Textile and Procurement 


Agency indicates that the 
entire operation as to which the deviation was granted costs approximately 3 
cents per unit to perform by either the old or the new method. The purchasing 
agent has expressed an opinion that it probably costs Woodbury more to make 
the improved stitch than it would have cost to perform under the original 
specification. 

Any request by a contractor for a deviation from specifications is submitted 
in writing to the contracting officer who forwards it to the Clothing Evaluation 
Board for review and study to ascertain the feasibility of the request. If the 
Board recommends that the deviation be permitted, it sends with its recommen- 
dation a statement as to the probable amount of savings to the contractor, if 
any. In event savings are small, negotiations are conducted with the contractor 
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and a price reduction is sought by way of mutual agreement. Whenever sub 
stantial savings appear to be involved, the Cost and Price Analysis Section is 
notified and an audit is conducted to ascertain the exact amount. 

To make certain Government contractors supply specification items, Quarter 
master Inspection Service procedures provide for the dual system of lot-by-lot 
nspection of the end item at the contractor’s plant, and statistical sampling. 
Che contractor is required to submit end items for inspection in lots, i. e., in 
groupings of a designated quantity. A QMC field inspector assigned to the 
plant draws a representative sample consisting of a specified number of units 
from each lot in accordance with instructions furnished to him. The samples 
are then examined by the inspector who classifies and records all defects in 
accordance with the classification of defects incorporated into a standard in 
spection procedure. If the number of defects found in the sample units does not 
exceed a number calculated upon the basis of an acceptable quality level (AQL) 
for the item, the inspector accepts the entire lot of material from which the 
samples were drawn. If the number of defects found exceeds the permitted 
number, the inspector advises the contractor that the lot is not acceptable and 
the contractor may then rescreen the rejected lot, repair or remove the defective 
inits, and resubmit the lot for a second inspection. In the event the contractor 
does not wish to or cannot rescreen the unaccepted lot, the inspector submits to 
his office the record of defects noted, which record becomes the basis of a report 
of deviation to the contracting officer for his ultimate disposition. Items deviat 
ng from specifications may be rejected or accepted at an appropriate reduction 
in price 

The acceptable quality level is expressed in the number of defects a contractor's 
product may contain and yet be acceptable to the Government. Jt is based upon 
a recognition that under mass production the occurrence of some defects 
is unavoidable. The QM Inspection Service establishes AQL’s for all items based 
upon a consideration of the Government’s needs and previous experience with 
industry. 

Reserve Orricers Association 


Senator Frrevson. Mr. C. M. Boyer, executive director, Reserve 
Officers Association, in lieu of an appearance before this committee, 
has submitted a prepared statement for inclusion in the record, which 
will be made a part of the record at this point. 

(The statement referred to follows :) 


STATEMENT OF C, M. Boyer, Executive Drrecror, RESERVE OFFICERS ASSOCIATION 


Mr. Chairman, IT am Charles M. Boyer, the executive director of the Reserve 
Officers Association. As you know, we are a professional organization, with 
members from all the military services. We are grateful for the opportunity to 
appear before vour committee in support of the appropriation request of the 
Department of Defense for the Reserve programs of the several services. 

It is gratifying to us to note that the Department of Defense has recommended 
an increase in the number of Reserves for all services who will be in a drill-pay 
status during fiscal year 1955. The present absence of a relatively large and 
well trained Reserve represents one of the great weaknesses in our total national- 
security picture. This is due in substantial part to our inability to secure 
sufficient volunteers to build the Reserves to planned strength. The recom- 
mended increases, if attained, represent progress toward a solution of this 
problem. 

It is to be anticipated that our country will continue to be, for a long time to 
come, under such external pressures that our military forces must continue 
to he large enough to permit us to serve effectively as the leader of the free 
nations of the world. It is axiomatic that we cannot maintain a standing mili- 
tary force of sufficient size to meet our expanding military commitments and also 
to cope with limited or full emergencies as they develop. The standing force 
must be backed up by a ready and well trained Reserve. 

I am sure that your committee is aware that at the present time there are 
thousands of Reserve officers and enlisted men on continuous active duty with 
the Regular components of the several services. Many of these reservists have 
served continuously since the outbreak of World War IT. 
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However, the active Reserves about whom we are now talking are those who 
are not on continuous active duty. At the present time they total approximately 
1,911,000 officers and enlisted men. During fiscal year 1954 these were divided 
into two groups: Those in a drill-pay status, in which there were some 368,200, 
and those in a non-drill-pay status, numbering approximately 1,543,600. For 
fiscal year 1955 the Department of Defense has recommended that the number 
in a drill-pay status be increased to approximately 441,300, and that those in a 
non-drill-pay status be increased to 1,963,800. This totals approximately 
2,405,200. 

These increases are healthy. If continued on a properly phased basis, they 
should enable us to attain a Reserve structure of the size needed to support 
our total military posture. They will certainly reduce substantially the need 
to maintain a standing force of such a size as to threaten the national economy. 
We endorse strongly these increases and recommend your favorable con- 
sideration. 

There are several points, however, which we would like to call to your atten- 
tion. When we appeared before the House committee, we pointed out that we 
believed that it was possible within the funds recommended by the Department 
of Defense for the active Reserves to train many more of the Reserves who are 
in a non-drill-pay status. The funds recommended for the drill-pay units are 
based on the desired numbers to be attained in that program, If these objectives 
are not attained, these funds should be available to train reservists in a non- 
drill-pay status. For example, the Army intends to have 201,900 Reserves in a 
drill-pay status in fiscal year 1955. However, they will have 1,304,600 in a non- 
drill-pay status. Funds are recommended to provide 15 days’ active-duty train- 
ing for only 10,000 of this number. The other services follow the same pat- 
tern. In fact, funds have been requested to train only 30,160 out of a total of 
1,963,800 reservists in a non-drill-pay status. 

We agree that the first priority for training money should be for those in a 
drill-pay status. On the other hand, there is a large volume of Reserves in 
a non-drill-pay status of proper military age who over a long period of time 
will be most valuable to the manpower planning of the Department of Defense. 
We believe that, to the fullest extent possible, the total funds appropriated for 
the training of active Reserves should be used to provide as much training as pos- 
sible for all active Reserves. 

We are informed that it is legally possible to use these funds in this manner. 
On the other hand, such transfers have been forbidden by administrative regu- 
lation within the Department of Defense. We would recommend strongly to 
the committee that this problem be studied carefully. The House of Repre- 
sentatives included in its report language indicating its belief that unused funds 
from those provided for Reserves in a drill-pay status should be used to pro- 
vide as much active-duty training as possible for those in a non-drill-pay status. 

We earnestly urge that the Senate committee encourage that same principle, 
for, by so doing, there is no question that we will have a much better Reserve 
within the same appropriation limits. 

The House committee did not include language in its report on the two other 
points which follow below. We strongly urge that these two problems be recog- 
nized by the Senate committee, and, either in the bill, through appropriate lan- 
guage, or in their report, they indicate their desire that these problems be 
resolved along the lines indicated below. 

First, there are among those Reserves in a non-drill-pay status many thou- 
sands of young Air Force and naval aviators who, by virtue of their residence 
or employment, are unable to be associated with a drill-pay unit. We are in- 
formed that in the past there has been great reluctance to permit these Reserves 
to perform proficiency flying, even though they volunteer to do so in a nonpay 
status. The request for such authority to fly has frequently been turned down 
on the ground that funds were not available for the operation and maintenance 
of sufficient planes for this purpose. We have no way of knowing the accuracy 
of these statements. We feel strongly, however, that these Reserve aviators 
represent a tremendous investment in both manhours and money on the part of 
the Federal Government, and that every effort should be made to encourage them 
to maintain such a degree of proficiency that they would be usable again with 
a minimum of retraining in the event of mobilization. Here again we suggest 
that the committee, if they concur in our recommendations, could, by appro- 
priate language in the appropriation bill or in the committee report, do much 
to improve the efliciency of these Reserve aviators in a nonpay status. 
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There is, perhaps, a more fundamental benefit to be attained by such action 
You are well aware of the difficulties we have had in maintaining interest in 
the Reserves generally. Certainly it would provide an increased inducement 
to a substantial number of well-qualified officers and enlisted men to remain 
active in the Reserves if they felt they would have an improved opportunity 
for training. 

There is another matter that I would like to bring to the attention of the 
committee, and that is the more effiicient utilization of officers completing ROTC. 

The mission of ROTC is to produce officers for an all-out emergency. At 
the present time, with the reduction-of-force strengths in the Regular services, 
we are producing more officers than afe needed for the active-duty forces. For 
example, the Air Force has announced a policy under which they will not 
commission cadets who are not a part of the flying program unless they vol- 
unteer as enlisted men in the Air Force for 2 years, after which time they 
would receive their Reserve commissions. 

In our opinion, this is a serious breach of contract between the Government 
and these individuals. Furthermore, it is a most inefficient use of individuals 
in whom the Government has a considerable investment for their education. 

We believe that the Congress should direct that those ROTC cadets who 
would not be commissioned and serve on active duty for 2 years should be 
commissioned in the Reserve and assigned by the appropriate service secretary 
to duty in the Ready Reserve in lieu of serving on active duty. 

As you gentlemen are aware, there is a so-called New Look at the Reserves 
being studied by the administration. Furthermore, a casual look at our head 
lines, which, of course, are based on facts known to this committee, makes it 
clear that we must implement the expressed intent of all responsible people 
to build up and improve our Reserve as rapidly as possible. The enactment 
of the appropriations contained herein, and with particular attention to the 
suggestions we have made, will, in our opinion, be a definite step forward in 
improving our total security structure. 


Morocco Post No. 1, American Leaion 


Senator Frreuson. I have here a letter, with enclosures, from Mr. 
Robert Emmet Rodes, which he has asked be included in the record 
in lieu of a personal appearance before this committee. Mr. Rodes’ 
request will be complied with. 

(The letter and enclosures referred to follow :) 


May 21, 1954. 
Hon. HoMER FERGUSON, 
Chairman, Armed Forces Subcommittee, 
Senate Committee on Appropriations, Washington, D. C. 

DEAR SENATOR FERGUSON. On behalf of Morocco Post No. 1, American Legion, 
of which I am commander, I would like to submit material for your record and 
to recommend provisos applicable to funds your subcommittee now is consider 
ing: 

1. Competitive equality for American businesses abroad : 

It is requested that you stipulate at an appropriate place in your bill, the 
following or language having similar effect : 

Provided: That no funds herein appropriated will be expended in any foreign 
country under conditions preventing United States citizens and firms duly 
established in such a country from competing on a basis of complete equality 
with any citizen, firm, cartel, or public instrumentality of such country, in the 
furnishing of goods and services for operations paid from funds appropriated 
herein and in purchase of surplus and salvage disposed of by such operations 
The reason for this is that in Morocco a French liaison mission has become 
intermediary in many of our armed services supply and disposal arrangements 
In purchasing this mission has final approval of our contracts amounting to 
more than 1 million francs. It has favored French organizations. In one 
particularly notorious case it made the Navy stop a trucking contract with an 
American veteran who had been serving the Navy satisfactorily long before 
the mission was established, and give the business to a French organization 
his American is serving many large French-Moroccan firms on a basis of 
strict competition. 
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Che upshot of it was that the French organization was unsatisfactory and 
the Navy bought equipment and did its own trucking. 

We do not want special treatment but we do want to deal with our own Govy- 
ernment and contractors on a basis of complete equality and without foreign 
intermediaries. 

2. Equality in purchase of foreign exchange: 

It is requested that you stipulate in your bill: 

None of the funds herein appropriated shall be used to purchase currency of 
any country in which United States agencies, their contractors, and United 
States citizens are not allowed to acquire local currency under conditions no 
less favorable than those available to the Department of State on March 1, 1954, 
and under conditions and at rates no less favorable than those currently avail 
able to the Department of State or to any non-American firm or individual sub- 
sequent to the passage of this act. 

The reason for this is shown in the following excerpt from a memorandum 
of recommendations made by this post to the Department of State on July 6, 
1953: 

“(6) that our armed services and their personnel have the same facilities as 
the Department of State and its personnel for obtaining Moroccan currency. 
Morocco, including Tangier, is one country. The head office of the State Bank 
of Morocco is in Tangier where there is a legal currency exchange based on the 
‘economic liberty’ required by the act of Algeciras. The International Commis- 
sion governing Tangier still respects this act. 

“France, in 1940, separated the French Zone of Morocco financially from 
Tangier. The Department of State refused to recognize this violation of 
Morocco’s treaty status until 1944. Then it agreed as a temporary war measure 
to prevent traffic with the enemy. The Department of State insisted that its 
own exchange transactions and those of its American personnel (which could 
not benefit the enemy) continue at Tangier. However, the ‘war measure’ goes 
on but the Department has not arranged for all other Americans to return to the 
legal status on which it has always insisted for itself and its United States 
personnel, The Corps of Engineers pays $2,857 for a million francs worth of 
local goods or services which cost the Department of State today only $2,409.” 

It also is explained in a statement by Hon. Edward H. Rees which I would 
appreciate your placing in your record after this letter. Representative Rees’ 
letter points out the handsome profits the State Bank of Morocco is making 
presumably from these transactions. He shows that their profits rose 40 per- 
cent in 1951 when they began to reap full benefit of this exchange windfall. 
As early as 1949 I gave the Appropriations Committee information about ex 
ploitation of Morocco by the Paris and Netherlands Bank, who are majority 
owners of the Morocco State Bank. 

Attached for your information is a Casablanca newspaper item which shows 
how this exchange arrangement allowed black-market operators to mulect our 
airmen of 5 million franes weekly. 

This situation is better now because the official and practical rates of exchange 
are more nearly equal. However, fluctuations could bring back the old dis- 
parity and the amendment I propose would prevent or cure other situations if 
they exist. 

None of this would ever have been possible if countries had maintained the 
practical rates of exchange promised under ECA agreements. 

The amendment is drawn with the intention not of hurting the State Depart- 
ment but of giving other Americans the benefit of State Department arrange- 
ments, and any other special favorable arrangements available. 

Representative Scrivner took this matter up informally with General Twining. 
The latter’s remarks and my comments on them are attached. I would appreciate 
your placing them in your record. 

This is another case where our “bargainers’” have decided to enrich French 
interests at the expense of taxpayers and other Americans including service- 
men but excluding the Department of State and its American officers and 
employees. 

If you think that my personal testimony before your subcommittee would be 
useful, I should be glad to give it. 

Thanking you for your consideration, I remain, 

Yours sincerely, 
Rorert Emmet Ropes. 
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STEERS-GROVE, 
Port-LYAUTEY, January 3, 1952. 
To: Mr. Robert Harper, Rue Colonel Scal, Casablanca, F. M. 

DeaR Srr: The French liaison mission have instructed this office to negotiate 
through the Bureau Central des Transports only, for all trucking which we may 
require. Therefore, please consider this letter as notice of termination for 
equipment rented under rental agreement RA-6, purchase order OPL-1351 
effective January 15, 1952. ; r 

W. L. Kenor, M., G., 
Purchasing Agent 


STATEMENT ON THE FLOOR OF THE HOUSE ny Hon. EDWARD H. REEs (REPUBLICAN, 
KANSAS), WirH Respect 10 INTERNATIONAL FINANCIAL AGREEMENTS UNFAVOR- 
ABLE TO THE UNITED STATES 


The Congress is being called upon to provide additional funds for foreign aid 
and for military assistance to the NATO countries. I, for one, am going to 
insist on a few explanations of what has happened to our money in this and 
similar instances before I am going to vote for any additional funds. 

In connection with the establishment of our huge defense bases in Morocco, 
the United States is required to make all exchange of American dollars for 
Moroccan frances through the State Bank of Morocco. Payroll and materials 
purchased in Morocco are paid in Moroccan francs. 

The serious situation, to my mind, is that this exclusive authority is in the 
hands of what is now primarily a private bank. During the period that this 
exchange has taken place, the American Government and its contractors have 
been given an exchange rate of approximately 350 frances to the dollar while the 
international rate existing in Tangiers, a short distance away, is approximately 
100 francs to the dollar. Oddly enough, the headquarters of the State Bank 
of Morocco is in Tangiers where this free money market exists. For some time 
this bank also was making a charge, in addition to the lower exchange rate, for 
the changing of American dollars for Moroccan francs. 

Originally the State Bank of Morocco was established as one of the results of 
the International Conference of Algeciras. It was intended to be an inter- 
national bank and 14 shares were distributed, 1 each among 14 countries. Since 
that time a majority of the shares have become the property of private banks. 
The largest holdings are held by the oldest and largest French investment bank, 
which holds 6 of the 14 shares (Banque de Paris et des Pays-Bas). The chair- 
man of its board is a former governor of the Bank of France. 

It is significant to note in the earning and assets record of this bank that there 
has been a tremendous jump in assets and profits during the time our forces have 
been in Morocco. From 1945 to 1950, the assets of this bank have increased 
at a rate of approximately 2 to 8 billion francs a year. From 1950 to 1951, the 
assets of this bank increased 17 billion francs, or an increase of approximately 
5 times the previous average annual increase in assets. The earnings of the 
bank in 1950-51 show a similar increase. The figures for 1952, I understand, 
show still further spectacular increases for both assets and profits. 

This is just one of many instances wherein our international agreements have 
been to the disadvantage of our country economically. Since these profits of the 
Bank of Morocco go primarily into private hands, it is significant that we have 
had to pay in just money exchange alone, from 12 to 15 percent markup. 

In my judgment, the committees of Congress charged with the supervision of 
the State and Defense Departments should insist upon a detailed examination of 
all similar provisions in our treaties which are to the detriment of our economy 
or trade. It also seems to me that we should divest ourselves finally of the idea 
that all our international agreements must be entered into by our “striped pants” 
corps of the State Department. We need a few more experienced businessmen 
to participate at the conference tables and guard against these disadvantageous 
economic provisions in treaties. 


STATE BANK OF MOROCCO 


The bank was established in 1907 according to article 57 of the General Act 
of the International Conference of Algeciras, which had been called (largely upon 
the initiative of President Theodore Roosevelt) to solve the so-called Moroccan 
question. The bank acts as the bank of issue in the French zone of Morocco, at 
present under an agreement with the French and Moroccan Treasuries of Sep- 
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tember 3, 1928, but extends its banking activities also to the international and 


the Spanish zones. Its seat is in Tangiers (international zone of Morocco) 
although the offices of its board of directors are in Paris, France. 

The bank’s capital, originally fixed at 15.4 million gold francs, has since 1930 
been 46.2 million French francs; its total assets and liabilities amounted at the 
end of 1951 to 60 billion French frances (about $172 million). The capital was 
originally divided into 14 equal parts. Twelve of them were granted to govern 
ments represented at the Conference of Algeciras, and these governments in turn 
designated financial institutions of their countries to take over their shares. 
The remaining two parts were allocated to a group of French banks, led by the 
Banque de Paris et des Pays-Bas. The 12 participating governments included 
Austria-Hungary, Belgium, France, Germany, Great Britain, Italy, Morocco, the 
Netherlands, Portugal, Russia, Spain, and Sweden. The institutions designated 
by Austria-Hungary, Germany, Great Britain, and Russia no longer participate 
in the bank; their shares were apparently taken over by the French group. 

At present, the shareholders include, in addition to the Moroccan representa- 
tive, the central banks of Italy, Portugal, and Spain, and leading private financial 
institutions of Belgium (Societe Generale de Belgique), France (Banque de Paris 
et des Pays-Bas, the Netherlands (Nederlandsche Handel Maatschappij), and 
Sweden (Skandinavska Banken). By far the greater part of the stock is thus in 
private hands. However, the Moroccan Government supervises the management 
of the bank through the appointment of a high commissioner, and the French 
Government, in addition to being the “protecting power” in the French zone of 
Morocco, has extensive powers over the French institutions that apparently con- 
trol six-fourteenths of the bank’s capital. 

The bank’s board of directors includes nationals of all countries represented 
among the shareholders. The president and second vice president are nominated 
by, and are members of the board of the Banque de Paris et des Pays-Bas; the 
first vice president is nominated by the Bank of Spain. Among the other board 
members, Belgium, Italy, Morocco, the Netherlands, Portugal, Spain, and Sweden 
are represented by 1 member each, and France by 4 members; of these 4, 1 is a 
board member and another an officer of the Banque de Paris et des Pays-Bas. 

The Banque de Paris et des Pays-Bas is the oldest and largest French invest- 
ment bank ; the chairman of its board is a former governor of the Bank of France. 
The bank is privately owned and managed, but the administration is supervised 
by a French Government commissioner. At the end of 1951, its total assets and 
liabilities amounted to 70 billion French francs ($200 million). 

Source: Board of Governors of the Federal Reserve System. 






Assets of the State Bank of Morocco, 1942-51 
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Profits of the State Bank of Morocco, 1942-51 
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APRIL 13, 1954. 
Hon. Erretr P. Scrivner, 
House of Representatives, Washington, D. C. 

Dear Mr. Scrivner: As a result of your telephone call on the matter of the 
purchase of francs by the Air Force in Morocco, I have looked into the situation 
there. 

Attached, as an enclosure, is a summary on the problem which was prepared 
by my Director of Finance. 

I wish to especially call to your attention three factors which I consider 
important: 

1. We have known of this situation for some time and Defense has made an 
effort to solve the problem. 

2. The agreement under which we procure francs from the French Government 
provides that, in the event of devaluation of the francs, the French Government 
will cover any losses for francs that we may have on hand at the time. This 
protection could not be available from open-market purchases, 

3. The volume of francs required to satisfy military requirements in the area 
is such that open-market purchase would very likely dry up open markets, and, 
additionally, would narrow the spread between the open-market rate and the 
official rate to such an extent that the open-market rate would approach, if not 
equal, the official rate. Open-market purchases would undoubtedly cause reper 
cussions from the French Government. 

Under these circumstances, and in view of the terms of the government-to- 
government agreement on the purchase of frances by the United States Armed 
Forces, it would appear most feasible for the Air Force to continue on the preseut 
basis of operation. 

While it may appear that there is some discrimination against our people, 
I am sure you will agree that, in the interests of continuing cooperation, our 
present course of action is the most feasible and proper one. 

I very much appreciate you calling me on this problem and your interest in the 
Air Force. I am convinced at this time that we are doing the best we can for 
our people. 

Sincerely, 
N. F. TwInina, 
Chief of Staff, United States Air Force. 


NEW YorK 23, N. Y., April 23, 1954. 
Hon. Erxkett P. ScRIVNER, 
Chairman, Air Forces Subcommittee, Committee on Appropriations, 


House of Representatives, Washington, D. C. 

DEAR CHAIRMAN SCRIVNER: Thank you for sending me the letter in which 
General Twining defends the procedure under which his operations and his men 
pay more for Moroccan exchange than the State Department and its personnel. 
The letter admits that the exchange system employed discriminates against 
airmen but claims that this is the best the Air Force can do for them. There 
is apparently no concern about the avoidable expenditure of millions of tax- 
payers’ dollars which the system saddles on Air Force and other Defense Depart 
ment operations. 

The two reasons advanced can be analyzed as follows: 

Paragraph 2. The assurance of adjustment in case of devalution is unim- 
portant. The Air Corps’ only reason for buying Moroccan exchange is to liqui 
date currency obligations. which would not be changed by a devaluation. There 
is no need for heavy advance purchases, especially if the open market is used 
Even so, such purchases in open market always would be more attractive than 
“official” purchases. French devaluations never have put the official rate for 
the dollar at a higher level than the current open-market rate. Furthermore, 
the existing official rate has remained unchanged for almost 5 years. 

Paragraph 3. The argument that the open market would be dried up by the 
proposed arrangement is illogical. There would be nothing to prevent the 
Moroccan or French Governments from selling francs in the open market for 
dollars at any time the official rate were reached. The objection that the 
spread between the open-market and official rates would narrow or disappear 
is, in effect, a plea for the continuance of an artificial rate of exchange. 

As a national policy we have advocated practical (supply and demand) 
rates of exchange. France, under article II, paragraph 1 (¢), of the ECA 
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agreement, promised to “establish or maintain a valid rate of exchange.” 
This was not done, in my opinion and in that of many others, because pro- 
ponents of managed currency did not sympathize with this congressional require- 
ment. I cannot believe that General Twining would support this if all the facts 
had been made known to him. 








I am attaching a copy of a letter which I sent to Representative Wigglesworth 
on this subject, and I hope you will support the amendment it recommends. 
Thanking you for your interest, I remain, 
Yours sincerely, 













Rosert EmMMEr Ropes. 


(Information from pp. 696 and 697, Senate appropriation hearings 
report on Foreign Aid for 1950:) 


FRANCE PROGRAM 
MOROCCAN SITUATION 
(See pp. 642, 839) 
Chairman McKetrar. I have here a statement from Mr. Robert Emmet Rodes, 
who appeared earlier as a witness and who was requested to supply certain in- 


formation. The material shall be made part of the record. 
(The information follows:) 







“JUNE 24, 1949. 

“The National Bank of Currency Issue of Morocco is the Moroccan State Bank 
(Banque de l’Etat du Maroc). This was set up by an international agreement 
in which we participated, with a charter that expired in 1946. This charter was 
unilaterally extended for 20 years by the Moroccan Government after all of the 
stock in the bank which should have been international in character had been 
acquired by French interests, with control held by the Paris and Netherlands 
Bank (Banque de Paris et Pays-Bas). The Department of State in a formal 
note, in July 1946, pointed out that this extension of charter was contrary to our 


treaties with Morocco and could not be legally done without participation of the 
United States and other interested nations. 















“The relationship between these two banks is indicated by the fact that E. Oudot 
is chairman of the Moroccan State Bank and vice president of the Paris and 
Netherlands Bank; L. Wibratte is chairman of the Paris and Netherlands Bank 
and vice president of the Moroccan State Bank. These men are directors of both 
banks. This is more significant than it would be in the United States as the 
directorates are much smaller. 


























“The annual report of the Paris and Netherlands Bank presented to the share- 
holders on April 28, 1949, shows that it has an active interest in the following 
Moroccan companies or French companies that have monopolies in their respec- 
tive fields in Morocco: (Those followed by * are believed to have received BCA 
financial assistance, either direct or through an allocation of counterpart funds). 

“Compagnie Franco-Espagnole du Chemin de Fer de Tanger a Fez.* 

“Compagnie des Chemins de Fer du Maroc.* 

“Energie Electrique du Maroc.* 

“Agence Havas. 

“Societe Internationale de Regie Co-Interessee des Tabaes au Maroc.* 

“Energie Electrique du Maroc.* 

The following remarks are taken from the annual report of the Paris and 
Netherlands Bank: 

“In full accord with the (French) Government, this bank has been actively 
interested in the exploitation of overseas territories. 

“*Because of the development of the economy of Morocco and of the importance 
of our interests there, either direct or through the Compagnie General du Maroc, 
we have found it necessary to be permanently represented in that country. 

“During the year 1948, together with an important group of French indus- 
trialists, we have established a syndicate for the planning of naval and port 
facilities in Morocco with the first objective being * * * the port of Casablanca.’ 

“A previous annual repert shows that this group has a very active interest in 
a concern called Saint Freres. This firm receives all official allocations or funds 
for jute, jute products, and sacks in Morocco. 

“Yours sincerely, 






“Ropert Emmet Ropes.” 


Ch 
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Chairman McKELLAR. Since there are no further questions, the committee will 
stand in recess until 10 o'clock Monday morning. 

(Whereupon, at 12:15 p. m., June 24, 1949, the hearing was recessed, the sub- 
committee to reconvene Monday, June 27, 1949, at 10 a. m.) 


DEPARTMENT OF DEFENSE APPROPRIATION 


Senator Frreuson. In lieu of an appearance before this committee, 
Mr. Fyke Farmer, of Nashville, Tenn., has submitted a statement 
which he desires to have made a part of the record. Mr. Farmer’s 
statement will appear in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF FYKE FARMER, NASHVILLE, TENN., ON DEPARTMENT OF DEFENSE 
APPROPRIATIONS BILL, 1955 


I think it were better for our country to cease spending from 40 to 50 billion 
dollars a year on armaments. Since July 1, 1950, the Congress has appropriated 
more than $225 billion for arms and armaments under the theory that it is in 
the interests of “national security.” Defense Secretary Wilson has admitted 
that only about 10 percent of it is for “continental” defense. That means the 
rest of it goes for spreading our arms out over the world to whatever countries 
will take them. This is a dangerous program—as supporting Chiang Kai-shek 
and Syngman Rhee has shown. 

The Committee on Foreign Affairs of the House recommending the passage 
of the Mutual Security Act of 1953 (H. Hept. No. 569, June 16, 1953) justified 
our foreign military aid spending on these grounds: 

“An Asiatic Communist empire—controlling over 90 percent of the world’s 
natural rubber and some 60 percent of its tin and dominating the great shipping 
lanes of the Pacific and containing some 150 million people—could deal powerful 
blows to the economy of independent countries.” 

The argument is we must have a “united front” of western nations to obtain 
these materials of the East by force and the threat of force. This is not only 
morally reprehensible—it is no longer practicable from a dollars-and-cents stand 
point. 

We can acquire these materials necessary to sustain our economy, and the 
economies of the other nations whose participation in the “united front” appears 
to be necessary or desirable, through trade cheaper than through force and 
war. The nations possessing the essential raw materials want to trade with 
us. It is they who are complaining of our embargo on trade with them. 

To build up East-West trade we will have to up the terms of trade in the favor 
of the East. That still would be cheaper to us than continuing our futile war 
policy. 

As one of the rank and file, I would rather pay twice or three times what I 
am paying now for my automobile tires than to keep up this awful, criminal arms 
program to keep rubber cheap. 

Take all the materials that we and the “united front” nations associated with 
us have acquired from the area of the Asiatic Communist empire since the Ko- 
rean war, then double the quantity, then double the price we paid in international 
exchange and the amount you put down on paper is only a fraction of that $225 
billion we have spent for arms that are a waste and benefit nobody. 

I believe, too, that the surest guaranty against war would be for us to cease 
the arms spending entirely. That would end the arms race. Then China and 
the Communist empire would find it immensely to their advantage to exchange 
their vital raw materials for the commodities and manufactured products of 
which we have a surplus. There would then be no longer any reason for them 
to waste their resources on war. 

Mutual aid is the key that can unlock the doors of prosperity and plenty for 
all nations on the face of the globe. The role the United States is now playing 
in world affairs is not in character for us. We Americans are the friends, not 
the enemies and despisers of the weak, the poor, the underprivileged. 

Let us desist from our present policy taking us in the ways of the exploiting 
nations that have followed. 


“* * * the good old rule 

* * * The simple plan, 

That they should take who have the power 
And they should keep who can.” 
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Let us join in supporting peoples anywhere in the world who are struggling 
for their independence from the ‘ united front” allies. But, not with arms—with 
our moral authority, which could be the greatest power on earth. 


The program of achieving national security by planning and preparing atomic 


warfare is doomed to failure. In fact it has already failed. It cannot succeed 
because it violates the highest law—the !aw of self-preservation. Today we 
threaten not alone other people with our bombs and our bases all over the world. 
We threaten ourselves, too. Because once atomic warfare starts, forces will 
be unleashed that will annihilate civilization. 

The men who invented the guillotine, died by the guillotine. 

Let us turn from our evil ways and live. 

NASHVILLE 5, TENN., May 24, 1954. 
Mr. G. A. NEASE, 
Clerk, Subcommittee on Armed Services, 
Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear Mr. NEASE: In accordance with your suggestion I will file a statement 
concerning the Department of Defense appropriations bill, 1955, and waive 
personal appearance at 11:45 a. m. on May 26, 1954. 

By separate cover I am sending you 25 copies of the prepared statement. 

Thanking you to bring my statement to the attention of the members of the 


subcommittee and to have it made a part of the printed record of the hearings, 
l am, 


Sincerely yours, 


FyKE FARMER. 








INFORMATION PREVIOUSLY REQUESTED 
(See p. 125) 


Pursuant to a request of the chairman made on Wednesday, May 12, 
Secretary Hannah of the Department of Defense has submitted the 
following information : 


ASSISTANT SECRETARY OF JJEFENSE, 
Washington 25, D. C., May 25, 1954. 
Hon. HoMER FERGUSON, 
Chairman, Armed Services Subcommittee, 
Committee on Appropriations, United States Senate. 

DEAR MR, CHAIRMAN. At my attendance last week at the hearings of your 
committee, various committee and staff members presented me with questions 
to which they desired answers. Attached hereto is a list of these questions, to- 
gether with the answers which have been prepared by my office. If you or 
any members of the committee or staff desire further amplification on any matters 
herein, please be assured that we shall act upon such advice promptly. 

Sincerely yours, 
JoHn A. HANNAH. 

1. Question. Will the recruiters from both the Army and the Air Force be 
traveling together or will they be maintaining and operating separate vehicles? 

Answer. Each recruiting force will use its own vehicles. The maintenance of 
these vehicles will be accomplished by the Army ia some cases and the Air 
Force in others on a cross-servicing basis to the maximum extent. 

2. Question. Since the purpose of separate recruiting services has been stated 
to be to obtain the needed number of recruits for the Air Force, it is assumed 
that all possibilities of obtaining the needed number under a joint recruiting 
program has been explored. 

Answer. A major purpose of giving Air Force operational control of its 
recruiting sales force is to fix directly upon the Air Force responsibility for 
meeting its own recruiting goals. In the future they will be directly responsible 
for suecess or failure to obtain the needed number of recruits... The advantages 
and disadvantages of this change and the alternatives were thoroughly ex- 
plored. In our opinion this fixing of responsibility on the Air Force was justified. 
The change applies only to the recruiting sales force. The clerical and admin- 
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istrative processing of recruits will continue aj; a joint Army-Air Force operation 
under the direction of the Army. 

3. Question. What would be the average number of recruiters from each service 
who were assigned to the joint recruiting program during the last 3 months? 

4. Question. How do these numbers compare with the number planned under 
the proposed system ? 

Answers to 3 and 4. These two questions are treated together for purposes 
of clarification, because the change in the recruiting responsibility contemplates 
Air Force combining aviation cadet recruiting with recruiting for airmen 
Heretofore, recruiting by aviation cadet teams has not been a part of the joint 
recruiting service. 

The average number of recruiting sales personnel from each serv'ce assigned 
to the joint recruiting program during the past 3 months is not available. How- 
ever, total personnel assigned during January, February, and March of 1954 
were: Army, 2,901; Air Force, 1,522. These figures include recruiting sales 
personnel, supervisory personnei, and personnel engaged in support and admin- 
istrative duties. In addition Air Force had 666 personnel assigned to its avia- 
tion cadet recruiting teams. These were not a part of the joint recruiting 
service. 

The figures of personnel assigned cannot be compared with the 1955 proposed 
staffing and interpreted as an increased cost of the new setup. The number 
authorized on March 31, 1954, as required staffing for the existing workload were 
as follows: Army, 2,776; Air Force, 2,593 (includes aviation cadets). 

The following are planned by the military departments for fiscal year 1955 
and are subject to further review as the details are worked out: Army, 3,298; 
Air Force, 2,267. The aviation cadet recruiting teams will be eliminated. 

It should also be pointed out that present revisions being made in recruiting 
workload projections, occasioned by recent studies of reduced reenlistment rates, 
will call for increased enlistment goals and recruiting workload in fiscal year 
1955. The personnel increases planned for fiscal year 1955 are attributable to 
the projected increase in workload, rather than changes in the recruiting organ- 
ization setup. 

5. Question: How does the number of recruiters actively assigned to the re- 


cruiting service at the present time compare with the number set up as a require- 
ment? 

Answer: The word “requirement” in this question has been interpreted to 
mean “present authorized.” These figures are as of March 31, 1954: 


ee Present 
Authorized strength 


Army 
Officers 
Enlisted 
Air Force 
Officers 
Enlisted 
Air Force aviation cadet recruiting program: 
Officers 
Enlisted 
Civilians 


Nott Air Force increased their present strength in joint recruiting in April, 20 officers and 199 enlisted. 
Average Air Force recruiting effort for January, February, March, was 2,418 total. 


6. Question. If the Air Force was not getting the number of recruits they 
wanted, why did they not assign more recruiters to the joint recruiting service? 

Answer. Under the joint recruiting setup, Air Force recruiters obtained enlist- 
ments against both Army and Air Force quota. The solution to meeting recruit- 
ing needs is to place responsibility with each service for their own recruiting, 
rather than placing additional men in the joint setup. This concept will promote 
incentive, specialized appeal, and more intensive effort in the recruiting program. 

7. Question. What is the estimated cost per recruit in fiscal year 1955 for: 
(1) Army, (2) Air Force, and (3) the average for the two services? 

Answer. We do not anticipate any significant change in overall cost of Army 
and Air Force recruiting as a result of this change in recruiting responsibility. 
The estimated recruiting costs included in the appropriations requested by the 
Army and Air Force for fiscal year 1955 under joint recruiting are about $35 mil- 
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lion, about the same ¢ 
arrangements. 

In breaking down these costs as between Army and Air Force, it was estimated 
by the Army that their share of the costs would amount to an increase of about 
$2,500,000. This is offset by reductions in the Air Force portion of the costs on 
account of the procurement of aviation cadets—heretofore handled separately 
within the Air Force and now being combined with all other recruiting. 

The average costs of recruits are arrived at by dividing these figures by the 
planned accessions for fiscal year 1955. Because of changes in reenlistment expe- 
rience factors these services are in the process of revising their recruiting objec- 
tives at the present time. In all probability the Air Force recruiting goals will 
be revised upward and, consequently, their cost per recruit will probably be lower 
than heretofore. It is estimated that the cost per recruit for the Army will be 
slightly higher than heretofore. 

R 


is the estimated costs under the separate recruiting 


Question. How does the estimated cost compare: (1) With the costs that 
would result in fiseal year 1955 if the joint program were continued, (2) with the 
actual costs in fiscal year 1953, and (3) with estimated costs in fiscal year 1954? 

Answer. Estimated cost in fiscal year 1955 if joint program were continued— 
$108.86 per recruit 

Actual costs under joint program in fiscal year 1953. $98.20 per recruit. 

Estimated costs under joint program in fiscal year 1954, $98.75 per recruit. 

Note.—Above-estimated costs do not include Air Force costs for recruiting 
aviation cadets in fiscal vear 1953, fiscal year 1954, and fiscal vear 1955. During 
1953 and 1954 recruitment of aviation cadets was not a part of the joint recruiting 
service. Under the arrangements planned for 1955 Air Force recruiters will 
procure aviation cadets, as well as airmen, and they will be processed through 
the joint clerical setup 

9. Question. We realize that the program of hiring indigenous personnel has 
been stepped up. The committee appreciates that the program resu!ts in savings. 
Nevertheless, will you describe the program? 

Answer. The program for utilization of indigenous personnel by the Armed 
Forces is based on the principle of replacing military and United States civilian 
personnel assigned to administrative and support-type duties with native civilians. 
Functionally, the areas considered for use of indigenous personnel are mainte- 
nance of buildings and grounds, supply, local transportation, food service, auto- 
motive maintenance, billeting, and routine clerical assignments. Classified activ- 
ities are excluded as well as tactical units or supporting units which must main- 
tain a degree of mobility. Training periods for indigenous personnel require from 
30 to 120 days, therefore, some overlap time is required before military or United 
States civilian personnel can be released. In view of the language problem in 
non-English speaking countries, every effort is made to hire indigenous with 
English speaking ability for liaison purposes and ease of administration. 

10. Question. In connection with the preceding question, are security risks 
involved? Can we expect the workers to stay on the job in event of war? Can 
the United States hire and fire foreign nationals? 

Answer. Naturally some element of risk is involved 


in the employment of 
foreign nationals by the armed services. 


However, with the screening accom- 
plished by the host government, the continuing scrutiny of our own security 
personnel at the installations, and our policy of utilizing indigenous personnel 
in onsensitive areas, we feeel that the calculated risks involved are reduced and 
that there would be no interference with military operations in the event of an 
emergency. 

As to the availability of workers in the event of hostilities, the agreements 
vary by country We are attempting to secure agreements which will result 
in the minimum interruption of our military operations. (Nore.—Beyond this, 
the German, British, and French situation is classified. ) 

Generally speaking, the United States does not hire individuals, but works 
through the host government. The United States’ retains the right to reject 
any individual as unsuitable. As to firine, the United States can notify the 
host government that an individual’s services are no longer desired and he is 
removed from the rolls. 

11. Question. What protection does the United States have as the French 
Government hires and pays the personnel employed by the United States, while 
United States deposits the necessary funds to carry out the program? Will any 
part of those agreements be changed to favor the position of the United States? 
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Answer. At the request of the United States the French Government furnishes 
a list of available job applicants, who have been screened as to security. We 
retain the right to select or reject personnel from the rosters furnished. After 
employees are placed on the rolls, if found unsuitable by the United States and 
dismissal is desired, the French Government will honor our request and re- 
move the individual involved. 

A proposed hiring procedure, currently being coordinated among all three 
services, is to be presented to NATO in order to arrive at a standard procedure 
for employing indigenous personnel in all NATO countries. 

12. Question. What, if any, efforts are being made to conduct what might 
be called job studies of the military duties? For instance, almost all our pilots 
are commissioned officers and most truck drivers are enlisted men gut a heli- 
copter is rapidly becoming an aerial truck. Can enlisted men fly a helicopter? 
or a liaison plane’? or a jet? 

Answer. The Department of Defense, for several years, has conducted an ex- 
tensive program of job analysis and evaluation. These studies determine the 
duties and responsibilities of each military job and the mental, physical, and 
training requirements for successful performance of those duties on the job. 
At present, the Army is reviewing signal communications, and fire-control jobs 
as well as all positions for warrant officers. The Navy is studying the new 
jobs and personnel requirements for new naval weapons such as guided missiles, 
underseas weapons, and detection systems. The Marine Corps is reviewing its 
organization and personnel allowances to effect personnel economies and in- 
crease combat effectiveness and has revised its military occupational specialty 
system. The Air Force studies are concentrated upon the training and job 
requirements of its new weapons systems now under development. 

The Army is conducting a study of the duties and requirements of the heli- 
copter pilot and will assign pilot duties to both officer and warrant officer 
personnel. The Navy is including this study in its job analyses of the job re- 
quirements of new weapons. The Marine Corps has emphasized the effective 
use of the helicopter and is analyzing the requirements of the helipocter per- 
sonnel. The Air Force has evaluated the helicopter pilot as a second lieutenant 
in accordance with its job-evaluation system. Effort is made in all services to 
assign pay grades commensurate with the requirements and responsibilities of 
the job. 

13. Question. With the exception of the Air Force, end strengths in all serv- 
ices will decrease by June 30, 1954, from the present level and still further re- 
ductions are contemplated during fiscal year 1955. What do you consider to 
be the most effective distribution of officers and enlisted personnel among the 
various grades and ranks in fiscal year 19557? 

Answer. The following tables indicate the proposed distribution of officers 
and enlisted personnel by grade for fiscal year 1955 as compared to the planned 
distribution as of June 30, 1954. 
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Numbers and percents by grade 
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1955 


-Planned June 30, 195 | 


MALE, WAC, WAVE, WAF, AND MARINE COMMISSIONED OFFICERS 


General of the Army or fleet 
admiral 

General or admiral sais 

Lieutenant general or vice 
admiral 

Major general or rear ad- 
miral (upper half 

Brigadier general or rear 
admiral (lower half) O-7 

Colone! 0-6 

Lieutenant colonel O-5- 

Major O-4 

Captain O-3 

Ist lieutenant O-2 

2d lieutenant O-1 


Total, officers 
Total military 
Percent officers 


Colonel O-6_. 
Lieutenant colonel O-5 
Major O-4 

Captain O-3 

Ist lieutenant O-2 

2d lieutenant O-1 


Total, female medical 
officers 
Total military 
Percent female 
officers 


medical 


Total warrants 
Total military. 
Percent warrants 


rotal enlisted 
rotal military 
Percent enlisted 


Army 


Number 


9 


o= 
«i 


165 


296 

5, 100 

13, 500 
17, 700 
32, 100 
22, 147 
23, 253 
114, 300 


11, 407, 200 
8. 12 


Percent 


4 
11 
15. 
28 


19. 38 
20. ¢ 


100. 


FEMALE 


2 

60 
550 
2, 500 
1, 100 
QRS 


5, 200 
1, 407, 200 


0. 37 


650 
1, 700 
5, 000 
5, 050 


12, 400 
11, 407, 200 
0. 88 


48, 000 

82, OOO 
150, 000 
260, 000 
365, 000 
260, 600 
108, 000 


1, 273, 600 
1, 407, 200 
90, & 


0. 04 
15 
58 
OS 
15 


. 00 


. 00 


WARRANTS 


ENLISTED 


4] 
66 
46 
48 


OO 


Navy 


Number | Percent 


2740, 
9. 89 


Included above. . 


21 
2, 813 
2,110 


972 


5, 916 
2 740, 532 
0. 80 


50, 911 
61, 061 
80, 449 
130, 889 
257, 260 
62, 134 
12, 096 


654, 800 
740, 532 
88. 42 


0. 35 
47. 55 
35. 66 
16. 44 


100. 00 


9. 33 


12 


Y 


100. 


Marine Corps 


Number 





5, 526 | 


17, 718 | 
or io | 
225, 021 | 

7.87 | 


MEDICAL OFFICERS 


8, 400 
9, 600 
14, 500 
2, 685 
244 
764 
5, 000 


1, 
‘, 


3 
1 


206, 193 
225, 021 


01. 64 


Air Force 


Percent} Number | Percent 


244 

4, 366 

8, 412 

20, 805 

34, 153 
32, 798 | 

26, 846 


127, 808 | 
955, 000 
13. 38 


20 
139 

1, 070 
1, 188 
653 


3, 072 | 
955, 000 


0. 32 | 


143 | 

398 
1, 445 
1, 734 


3, 720 
955, 000 
0. 39 


48, 306 

58, 215 

131, 356 
166, 182 
211, 148 
159, 577 
35, 966 

810, 750 
955, 000 
84. 90 


Includes 1 
2 Im 


8S. Military Academy cadet 
udes officer candidates—6,582 at end 


-1,700 end fiseal year 1954: 2,000 end fiscal year 1955. 
fiscal year 1954 and 6,909 at end fiscal year 1955. 
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Numbers and percents by grade—planned June 30, 1955 


MALE, WAC, WAVE, WAF, AND MARINE COMMISSIONED OFFICERS 
Army Navy Marine Corps Air Force 
Number |Percent) Number |Percent Number Percent) Number Percent 


General of the Army/fleet 
1dmiral q 0.00 
General/admiral { 01 
Lieutenant general/vice ad 
miral 
Major general/rear admiral 
upper half 164 
radier general/rear ad 
11 (lower half) O-7 247 
‘olonel O-6 4, 650 
el 1ant colonel O-5 13, 000 
17, 350 
i : 30, 000 
Ist lieutenant O-2 22, 341 > 
2d lieutenant O-1 14, 309 ‘ , 53% 5, 91 33. 42 


Total officers 102, 100 100. 140 100. 00 7 00 
otal military 164, 000 : 909 
Percent officers 8 77 ® R90 


FEMALE MEDICAL OFFICERS 


Colonel O-6 2 0.04 
Lieutenant colonel O-5 60 1. 33 
Major O-4 550) 12 
Captain O-3 00 55. 5 
Ist lieutenant O-2 488 10 
2d lieutenant O-1 900 20 


Included above 


Total female medical 
officers 4, 500 100 3, 269 00 
lotal military 14, 000 970. 000 
Percent female medical 
officers 39 0. 34 


TARRANTS 


650 f 21 0.35 149 
700 5. 4! 2, 989 51 7 390 


, 500 l 2,015 34.3 2. § 1, 582 


e 
1, 150 835 14. 25 3 2 599 


Total warrants. . 11, 000 5,860 | 100 | 3. 720 
Total military 1, 164, 000 2 688, 909 970, 000 
Percent warrants 0. 95 0. 85 | ‘ 0.38 


ENLISTED 


47, 000 49, 386 2 7, 700 3. 92 
80, 500 67, 901 9, 200 +. 69 
150, 000 79, 918 b 13, 600 6. 98 
: 107, 000 31, 728 16. 17 3, 727 
226, 500 y 218, 320 3: 46,115 23. 50 215, 929 
197, 000 62,014 80, 554 41.04 159, 447 


121, 400 y 23, 461 < 7, 353 3. 75 36, 137 
Total enlisted 1, 044, 400 608, 000 | 100 196, 250 | 100.00 822, 900 
Total military 1, 164, 000 688, 909 215, 005 970, 000 


Percent enlisted 89. 73 88. 26 91. 27 84.84 


1 Includes U. S. Military Academy cadets—1,700 end fiscal year 1954; 2,000 end fiscal year 1955 

2 Includes officer candidates—6,582 at end fiseal year 1954 and 6,909 at end fiscal year 1955 

’ Excludes an increase in officer strength of up to 8,700 to provide for calling ROTC graduates to active 
duty. 

4 Includes student officers in flying training at end fiscal year 1955, 7,200 
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14. Question. How closely does your fiscal year 1955 estimate adhere to such 
a distribution? 

Answer. Grade distribution will be so controlled as to approximate the totals 
above as of June 30, 1955. 

15. Question. We realize that during the expansion for Korea, all services 
promoted personnel at an accelerated rate, thus increasing the numbers and per- 
cents in each of the top grades of enlisted. Does your promotional plan for next 
year continue accelerated promotions? 

Answer. The proportion of strength in higher grades increases as the size of 
forces decreases. Following are the percentages of enlisted strength in the top 
three grades in all the Armed Forces: 


Percent, top 
} grades 


, 269, 891 
s 245, 310 
3, 161, 030 
2, 945, 343 
670. 150 


As indicated in gestion 13, the rate of both officer and enlisted promotion will 
be somewhat curtailed in fiscal year 1955, 

16. Question. What effect will the current numbers now in top grades have 
upon promotional plans for fiscal year 1955? 

Answer. As indicated in question 13, the current numbers now in the top 
three grades will tend to curtail promotion plans in fiscal year 1955. Much will 
depend upon what proportion of those now in top three grades, whose service is 
due to expire in fiscal year 1955, elect to reenlist and continue in service. 

17. Question. What promotional requirements, such as period of time in grade 
and skill tests, will you use in fiscal year 1955? How do these differ from those 
currently in use? 

Answer. Time in grade enlisted promotional requirements for fiscal year 1954 
and 1955 are: 


Promotional requirements— Army 


Fiscal year 1955 


Months in | Monthsin | Months in | Months in 
present position present position 
grade vacancy grade vacancy 


Promotional requirements—Navy 


Fiscal year 


Fiscal year 1954 1955 


36 months in grade E-6; 6 months sea duty in grade E-6 Same. 
und ACTG E-7 for 12 months. 

12 months in grade; 36 months active service; 6 months Do. 
sea duty in grades E-4 or E-5 

12 months in grade Do. 

6 months in grade Do. 

6 months in grade. Do. 

4 montl n grade Do. 


Enlisted personnel must be eligible by total service and by time in grade; recommended by 
ng officer; and qualified by examination except for advancement to E-2 
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] ’ 
Promotional require ments, Au Force Selection crileria 


Fiscal year 


16 montn n grade 
14 months in grad¢ 
12 months in grace 
S months in grade 
6 months in grade 
Completion of basic t 


Promotional requirements Marine (¢ or ps Vinimum time in 
for promotion to next higher grade 


Prot . , 
i GMST and technical test 
Selection by HQMC staff NCO selection b 


proval of co 


otion to I 


Promotion to E-3 
Recommendation 

2. Passing GMS 
Marine Corps wide compet 

4. Screening by local board 
Approval by commanding officer 


18. Question. If you plan to slow down the rate of promotions, what do you 


anticipate will be the effect on morale of both officers and enlisted’? 

Answer. To slow down the rate of promotions will tend to reduce incentive 
and thus adversely affect morale. It is therefore particularly important to 
retain limited promotional opportunities for the most deserving. If this objec- 
tive is accomplished, it offsets to some degree the adverse effects of limited 
opportunity. 

19. Question. We understand business and industry are competing with the 
services in offering to hire skilled technicians upon the completion of their 
periods of service. Are you using accelerated promotions as a method to hold 
such personnel? 

Answer. While somewhat curtailed in fiscal year 1955, there still remains 
ample promotional opportunity to reward skilled technicians who are, for the 
most part, in grades 4 and 5. However, no deliberate effort is made to compete 
with industry by rewarding technical skill by promotion in lieu of pay. Pro 
motion must be utilized in recognition of leadership and increased responsibility, 
as well as techneal skill. Promotion will naturally tend to be somewhat faster 
in critical and short skills consistent with attainment of basic promotional 
requirements, because of short supply to fill vacancies. 

20. Question. Do you think you will attain the same distribution among the 
various grades during the current fiscal year as the distribution for which 
funds were appropriated by the Congress?’ If not, what are the reasons for 
this failure? 

Answer. The present grade distributions and trends indicate that the dis- 
tribution provided for in the budget will be attained fairly closely. There are 
some “slippages” in certain grades, within the overall budgeted strengths and 
funds, in part caused by variations in reenlistment rates in certain grades from 
the estimated rates. As indicated in the answer to question 14, promotion is 
so controlled as to approximate the budgeted distribution. 

21. Question. Do you feel it will be necessary to continue promoting personnel 
who complete basic training to pay grade E-2 immediately after completion 
of their training? 

Answer. It will be necessary to continue the promotion of personnel to E-2 


upon completion of basic training. Despite decelerated promotional opportunity, 
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it is necessary to promote as rapidly as possible in grades E-1 to E-3, in order 
to meet requirements in grades E-3 to E—5. This is particularly important in 
view of the low reenlistment rate in the lower grades. 

22. Question. What problems are you encountering in promotions of officers 
and enlisted in specialized fields when the performance of their specialties pre- 
cludes their receiving training in the command functions? What are you 
doing to correct such situations? 

Answer. By means of rotation of assignment, the services provide well- 
rounded officer training in command, staff, and specialist assignments. This 
system is essential to development of the required professional proficiency and 
insures equitable consideration for promotion. Promotional opportunity is safe- 
guarded in some highly specialized officer assignments by means of separate 
promotional lists. Lists are adjusted by law as required. For example, H. R. 
9000 would integrate the Judge Advocate General list with the Army list to 
provide greater promotional opportunity. No problem exists with respect to 
promotion of enlisted specialists. As indicated in question 19, enlisted men 
are promoted in their specialties as they advance in responsibility and ability. 
Technicians are promoted as warrant officers or specialists, thus minimizing 
competition with leadership ability. 


23. Question. Does your promotional plan for enlisted personnel provide 
for sufficient advancement so that the competent men can determine they have 
a future if they produce on the job? 

Answer. As indicated elsewhere, incentive still exists for promotion of en- 
listed personnel, although somewhat curtailed. To insure proper recognition 
of merit, as indicated in question 18, it is necessary that the services raise 
standards within grades by reduction of the incompetent, thus providing addi- 
tional incentive for the best qualified. 

24. Question. Emphasis has been placed on the loss of technically trained 
personnel who are offered jobs in industry. What families of jobs or specific 
jobs best illustrate this problem? 

Answer. This problem of competition with civilian industry applies to a wide 
range of technical military occupations. It is best illustrated by occupations 
in the fields of electronics and armament systems maintenance, including such 
occupations as radio repairmen, radar repairmen, fire-control systems mechanics, 
and bomb-navigation systems mechanics. Technical personnel trained in these 
fields sre hired in the civilian economy, for example, by the electronics and 
aircraft industry. 


rm 
’ 


jobs? 


Answer. The formal technical training time required to qualify at the entry, 
or apprentice level, of the various occupational specialties in the electronics 
and armaments maintenance fields ranges, generally, from 6 to 12 months, 
and averages about 9 months. This is in addition to the time required for 
basic military training of such personnel (about 3 to 4 months). After comple- 
tion of the technical training course, it is estimated that about a year of on- 
the-job experience is required before the school graduate can qualify as a 
mechanic at the journeyman level. In addition, advanced courses are provided 
career personnel to keep abreast of rapidly changing technological develop- 
ments and to qualify for the supervisory or “technician” levels in these occu- 
pational fields, 

oF, Question 


Question. On an average, how much training time is required for such 


Using several of these jobs, tell us what percent of men eligible 
for separation did not reenlist in fiscal years 1953 and 1954. 

Answer. The following tabulation shows the percentage of Navy and Air 
Force personnel in the electronics and fire-control systems fields eligible to re- 
enlist upon separation who did not reenlist when they completed their term 
of service during the current fiscal year (comparable data for other services 
and for fiscal year 1953 are not available) : 


Percentage of separatees eligible to reenlist who did not reenlist ' 


| 


| Navy Air Force 





All occupations 


58.3 54.1 
Electronics maintenance 79.5 65. 3 
Fire-control-systems maintenance 82. 2 61.5 





Navy data apply to July-December 1953; Air Force data apply to July-September 1953 
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The above figures indicate that the percentage of reenlistments was signifi- 
cantly lower in these technical specialties than the service averages for all 
career fields. Moreover, it should be noted that these reenlistment figures 
cover a period when a large proportion of personnel separating from Navy and 
Air Force who were eligible to reenlist were career regulars, who had reenlisted 
one or more times previously. Both Air Force and Navy anticipate substantial 
reductions in their reenlistment rates (i. e., increases in “nonreenlistment” rates) 
in fiscal year 1955, when a large number of first-term enlistees will complete their 
tours of duty. 

27. Question. What is your estimate of the average cost of all training re- 
quired to bring such technicians up to the skill level required ? 

Answer. Average training costs, by occupational specialty or skill, are not at 
present available on a comparable basis for all services. A recent Air Force 
study indicates the following direct costs, exclusive of basic training costs, plant, 
equipment, travel, etc. Overall costs would be much greater : 


Formal 
Air Force specialty training coat 


Apprentice radio mechanic (airborne equipment $4, 100 
Radio maintenance technician (airborne equipment) 7, 600 
Apprentice air traffic control radar repairman 3, 100 
Air traffic control radar maintenance technician 5, 400 
Fire control systems mechanic ‘ é 3, 400 
Fire control systems technician 5, 600 
Apprentice bomb-navigation systems mechanic 4. 000 
Bomb-navigation systems technician iadis ime 6, 500 


28. Question. What specific steps have you taken to try to induce highly 
skilled men to reenlist? 

Answer. Action taken to encourage skilled specialists to reenlist includes: 

(a) Additional emphasis on reenlistment commencing 100 days prior to 
scheduled termination of enlistment contract. 

(b) Proposed substantially increased reenlistment bonus legislation (now in 
BOB). 

(c) Permit enlistment and reenlistment to attend specific technical schools. 

(d) Assignment in recognition of interest, aptitude, and preference as opposed 
to needs of the service only. 

(e) Reducing changes of station. 

(f) Actions to improve the conditions of service on the job and to reinforce 
the benefits of service in lieu of pay. 

29. Question. How much money would be saved in all training costs if you 
could, for example, double the reenlistment rate? 

Answer. In order to illustrate the effect of possible increases in reenlistment 
rates, the services have estimated the reduction in their requirements for new 
personnel in fiscal year 1955 which would result under assumed increases of 
5 percent, 10 percent, and 15 percent in reenlistment rates above those currently 
anticipated. Utilizing $3,200 as the cost of processing and training of a new 
recruit, each 5 percent increase in the reenlistment rate would result in a direct 
saving of $82,700,000 to the Department of Defense military personnel costs for 
basie training and processing alone. The savings in advanced training and in 
increased efficiency would be very high. 

30. Question. In terms of productive usefulness on the job, what would doub- 
ling the reenlistment rate of highly skilled men mean? 

Answer. It is estimated that if reenlistments in fiscal year 1955 were twice as 
great as those now anticipated by the services, a net saving of 165,000 effective 
man-years could be accomplished. This allows for the direct saving in terms of 
initial training and processing time of new recruits, and for the related savings 
in overhead personnel. It does not, however, allow for the equally important 
profit in terms of the increased effectiveness of the combat forces which would 
result from retaining highly trained and seasoned personnel in duty assignments 
on a career basis. 

31. Question. Would this increase combat effectiveness? 

Answer. The indicated personnel turnover for fiscal year 1955 will have the 
gravest consequences on the operational proficiency and combat effectiveness 
of the Armed Forces. Our increased reliance on substantially smaller Armed 
Forces armed with new and improved, more complicated, weapons of mass de- 
struction, places substantially greater emphasis on individual proficiency. There- 
fore, major reliance must be placed on personnel who continue in service through 
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two or more enlistments or remain in service indefinitely as a career. Any fail- 
ure to attain a satisfactory proportion of long-term personnel will directly 
affect combat effectiveness and reduce our mobilization capability. Hence, a 
substantial improvement of the anticipated reenlistment rate is imperative to 
our current defense effort. 

32. Question. What are you doing to discourage or refuse reenlistments of 
those personnel who are not competent or who do not possess the skills you 
particularly need? 

Answer. Current reductions in force and personnel turnover are being utilized 
to eliminate the incapable, inept, disinterested as well as those possessing un- 
convertable surplus skills. Programs are in force to eliminate both nonproficient 
and undesirable officers as well as enlisted men. 

33. Question. The Career Compensation Act of 1949 provides the same reen- 
listment bonus for all military personnel. No variation is permitted regardless of 
how badly skills are needed. If you were permitted to offer, for example, double 
the amount of the current reenlistment bonus to persons possessing critical 
skills, what effect would this have on reenlistment rates in those skills? 

Answer. It is reasonable to assume that reenlistments in critical skills would 
be increased to some extent if the amount payable at time of reenlistment was 
doubled. There is no basis available to this Department upon which to predict 
with accuracy what effect such a proposal would have. The Department of De- 
fense believes that possession of a critical skill, while important, should not be 
the sole criterion upon which a reenlistment bonus is based. The Department of 
Defense feels that a brief discussion of a reenlistment bonus plan recently 
developed by this Department will promote a better understanding of the ap- 
proach to the reenlistment problem. The proposed reenlistment bonus scale will, 
if enacted into law, permit larger bonus payments at time of first reenlistment 
than for subsequent reenlistments and require the bonus payment to be com- 
puted on grade achieved. It is felt that in this way sufficient real monetary 
incentive can be offered to influence reenlistment of highly trained, proficient, 
and capable young men 

During the study and research extended in developing this new bonus system, 
consideration was given to providing a special or higher bonus payment for 
those enlisted men in the critical categories. This idea was weighed carefully, 
and admittedly has merit but was discarded because of its discriminatory aspects 
and because of difficulty of administration. It has always been traditional 
that pay and emoluments should be equitable for each grade. Departure from 
this principle would create serious morale problems which would tend to negate 
the value of the reenlistment bonus. 

The existing career structure provides for a higher percentage of NCO grades 
in our hard core or critical skills than in support areas. The grade an enlisted 
man attains would be the basis for determining the size of the bonus under 
the proposed plan, so that in effect we would be offering the larger bonus to 
airmen in critical categories. 

34. Question. About how much would it cost to double the reenlistment bonus 
of those individuals who have skills you particularly need? 

Answer. The requirements for personnel in critical skills varies with the mili- 
tary mission and with changing conditions. It would be extremely difficult 
accurately to estimate the increased cost if such a proposal were adopted. 

35. Question. Rather than a flat doubling of the reenlistment bonus, would a 
graduated scale be better? If so, how would you establish it, how often would 
you vary it. and who should have the responsibility for approving such changes? 

Answer. The reenlistment bonus plan proposed by the Department of Defense 
is a graduated scale which permits the computation of the amount payable based 
in part on grade achieved. The scale does not contemplate frequent change if 
it is adopted. Administrative control of enlisted grade structure and promo- 
tion criteria can result in increased opportunity for personnel for whom the 
fcreatest requirement exists 

56. Question. Will you submit to the committee the DOD recommendation for 
reenlistment bonuses commensurate with the needs of the services, together with 
the legislative language needed to carry out these recommendations? 

Answer. This Department submitted to the Bureau of the Budget on April 10, 
1954, the proposed reenlistment bonus legislation. Copies of this proposal are 
furnished herewith. 

(The information referred to follows *) 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 925 


REENLISTMENT Bonvus, REVISION OF SECTION 207 OF THE CAREER COMPENSATION ACT 
(DOD 83-290) 


DEPARTMENT OF THE Atr FORCE, 
Washington 25, D. C. 
Hon. JosepH W. MARTIN, Jr., 
Speaker of the House of Representatives. 

Dear Mr. SPEAKER: There is enclosed herewith a draft of legislation, ‘To 
further amend title II of the Career Compensation Act of 1949, as amended, 
to provide for the computation of reenlistment bonuses for members of the uni 
formed services” and a sectional analysis thereof 

This proposal is a part of the Department of Defense legislative program for 
1954. The Department of the Air Force has been designated as the representa 
tive of the Department of Defense for this legislation. It is recommended that 
this proposal be enacted by the Congress 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to further amend title II of the 
Career Compensation Act of 1949 by adding a new section 208 which would 
authorize payment of reenlistment bonuses to be computed according to the 
basic pay of the grade held at the time of separation and the period of reenlist 
ment entered upon. A proportionately larger bonus would be payable for a first 
reenlistment than for subsequent reenlistments. The cumulative maximum 
amount of reenlistment bonuses payable to any one person would be limited to 
$2,000 payable in increments over a period of 20 years. 

Current law authorizes reenlistment bonus payments based upon length of 
reenlistment contract only. Reenlistment bonus payments are authorized until 
the member reaches 30 years’ service provided the number of bonus payments 
does not exceed four. The maximum amount payable is $1,440. 

The enactment of the proposed legislation will be advantageous to the member 
and to the Government. The skill and other qualifications of the member are 
recognized since the bonus is computed, in part on the grade the member achieved 
during his prior enlistment. The advantage to be gained by the Government 
will be retention of the member who has gained his skill and competence at 
Government expense. This retention of qualified personnel will promote sta 
bility and increase the efficiency and performance capability of the service. 
Payment of a larger bonus for a longer-term contract furnishes further oppor- 
tunity for the Government to realize greater dividends from its investments in 
training and equipment. 

A most important feature of this proposed bill is the authorization for payment 
of a greater reenlistment bonus at time of first reenlistment. The end of the 
initial enlistment marks a significant milestone in the member’s career. He is 
faced at this critical point with the necessity to make the decision whether to 
continue in a service career or to seek employment in civil life. At this point 
in his career he has little time invested in the service. Attractive civilian pur 
suits which afford greater immediate monetary compensation than the military 
appeal very strongly to him. Conversely, the Government has a large invest- 
ment in the member with very few years of productivity realized. 

An example of a computation utilizing the principles advanced in the proposed 
bill as compared to the bonus payable under present law is shown below. This 
computation assumes that the enlisted man will have achieved the grade of kK—4 
in his first enlistment of 4 years, advanced to the grade E-5 in his first 6-year 
reenlistment and further advanced to grade E-—6 in his second 6-year reenlistment 
Example: 


Six-year reenlistments 


For Ist For 2d | For 3d For 4th 


reenlist- | reenlist- | reenlist- | reenlist 
ment | ment | ment ment 


Present scale ; $360 $360 $360 $360 
Proposed scale 780 703 296 2 None 


1 The member would be eligible for a bonus computed as for a reenlistment of only 4 years as 
period would exceed 20 years’ total service. 
# The member would not be eligible for any bonus having passed 20 years’ service 
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The optimum length of reenlistment contract of 6 years multiplied by the 
maximum of 4 reenlistment bonus payments authorized was used to demonstrate 
the maximum amount payable under current law. Any other combination of 
reenlistment contracts would have as a result a lesser total amount payable 
The grade of E—4 was considered as representative of the average grade among 
the services which would be reached upon completion of 4 years’ service. For 
this reason, the first reenlistment bonus payment of the proposed scale was shown 
based on pay grade E—-4 with a 1 grade advancement expected during each sub 
sequent 6-year reenlistment. The services are authorized to accept reenlist 
ments of 2, 3, 4, 5, and 6 years as well as an unspecified or indefinite period of 
reenlistment. Combinations of length of reenlistment contract, grade at time of 
initial reenlistment or advancement during a reenlistment period different than 
the one shown in the scale could decrease or increase the total amount payable 

Another difference between present law and the proposed bill is the reduction 
of the period of eligibility for the bonus from 30 to 20 years. It is felt that as 
the member accrues retirement equity, less incentive is required to assure his 
remaining in the service 

This bill would also amend section 207, title II, of the Career Compensation 
Act of 1949, by adding a savings clause which will permit an enlisted member 
now serving on active duty in a uniformed service to elect a reenlistment bonus 
computed under the present law or computed under the proposed section 208, if he 
is otherwise qualified. The proposed section 208 would apply to anyone originally 
entering a uniformed service after the effective date of this amendatory act 
and to those members serving on active duty on that date who elect, as to their 
first or any subsequent reenlistment, to receive a bonus computed under the pro- 
visions of that section. However, once a member has received a reenlistment 
bonus computed under section 208, all subsequent reenlistment bonuses paid 
that member must be computed under that section. The purpose of the savings 
clause is to prevent any breach of faith with members of the Armed Forces who 
may stand to lose monetary benefits under the proposed law with its limitations. 


























COST AND BUDGET DATA 





It is estimated that enactment of this proposed legislation would result in an 
increased budgetary requirement for reenlistment bonus for the Department of 
Defense as follows: Fiscal year 1955, $67,921,598. 

These additional costs will be reduced in proportion to the increased rate of 
reenlistment which in turn will reduce training costs. Savings over existing 
estimates will, of course, accrue when the reenlistment rate is increased suffi- 
ciently to offset the increase of $67.9 million. 

Sincerely yours, 









A BILL To further amend title II of the Career Compensation Act of 1949, as amended, 


to provide for the computation of reenlistment bonuses for members of the uniformed 
services 





Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 207 of the Career Com- 
pensation Act of 1949 (ch. 681, 63 Stat. 811), as amended, is further amended by 
designating subsection “(e)” as subsection “(f)” and by inserting a new sub- 
section (e), as follows: 

“(e) This section does not apply to— 

“(1) Any person who originally enlists in a uniformed service after the 
date of enactment of this amendatory Act; 

“(2) any member of a uniformed service in active Federal service on the 
date of enactment of this amendatory Act who elects to be covered by sec- 
tion 208 of this Act and who is otherwise eligible for the benefits of that 
section ; 

“(3) any person who 

“(A) was discharged or released from active duty from a uniformed 
service not more than 90 days before the date of enactment of this 
amendatory Act, 

“(B) reenlists in that service within 90 days after the date of his 
discharge or release from active duty, 

“(C) elects to be covered by section 208 of this Act, and 

“(D) is otherwise eligible for the benefits of that section; or 

(4) any person covered by clause (2) or (8) who at any time elects, or 
has elected, to be covered by section 208 of this Act.”. 
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Sec. 2. The Career Compensation Act of 1949, as amended, is further amended 
by inserting the following new section at the end of title II: 

“Sec. 208 (a) Subject to subsections (b) and (c) of this section, a member 
of a uniformed service who reenlists in the regular component of the service 
concerned within 90 days after the date of his discharge or release from active 
duty, and who is not covered by section 207 of this Act, is entitled to a bonus 
computed according to the following table: 


’ ae Column 1 Column 2 
Reenlistment involved ! Take Multiply by 


First Monthly basic pay to which the | Number of years specified reen- 
member was entitled at the time listment contract, or six, none 
of discharge.? specified . 

Second Two-thirds of the monthly basic | Number of years specified reenh- 
pay to which the member was en- listment contract, or six, if none 
titled at the time of discharge.‘ specified 3 

Third One-third of the monthly basic pay | Number of years specified in reen 
to which the member was en- listment contract, or six, of none 
titled at the time of discharge. specified. 

Fourth (and subsequent One-sixth of the monthly basic pay | Number of years specified in reen 
to which the member was en- listment contract, or six, if none 
titled at the time of discharge specified .8 


Any reenlistment when a bonus was not authorized is not counted, 
2 Two-thirds of the monthly basic pay in the case of a member in pay grade E-1 at the time of discharge, 
3 On the sixth anniversary of an indefinite reenlistment, and on each anniversary thereafter, the member 
is entitled tc a bonus equal to one-third of the monthly basic pay to which he is entitled on that anniversary 
date. 
4 No bonus may be paid to a member in pay grade E-1 or E-2 at the time of discharge 
5 No bonus may be paid to a member in pay grade E-1, E-2, or E-3 at the time of discharge. 


“(b) No bonus may be paid to a member who reenlists after completing a total 
of 20 years of active Federal service. The bonus payable to a member who re- 
enlists before completing a total of 20 years of active Federal service, but 
who will under that reenlistment complete more than 20 years of such service, 
is computed by using as a multiplier only that number of years which, when 
added to his previous service, totals 20 years. 

“(c) The cumulative amount which may be paid to a member under this 
section, or under this section and any other provision of law authorizing re- 
enlistment bonuses, may not exceed $2,000. 

“(d) An officer of a uniformed service who reenlists in that service within 90 
days after his release from active duty as an officer is entitled to a bonus com- 
puted according to the table in subsection (a), if he served in an enlisted status 
in that service immediately before serving as an officer. For the purpose of 
this subsection, the monthly basic pay (or appropriate fraction if the member 
received a bonus for a prior reenlistment) of the grade in which the member is 
enlisted (computed in accordance with the cumulative years of service of the 
member) is to be used in Column 1 of the table set forth under subsection (a) 
instead of the monthly basic pay to which he was entitled at the time of his 
release from active duty as an officer. 

“(e) In this section, ‘reenlistment’ means 

(1) an enlistment in a regular component of a uniformed service after 
compulsory or voluntary active duty in that service; or 
*(2) a voluntary extension of an enlistment for two or more years. 

“(f) Under such regulations as may be approved by the Secretary of Defense, 
or by the Secretary of the Treasury with respect to Coast Guard personnel, a 
member of a uniformed service who voluntarily, or because of his own mis- 
conduct, does not complete the term of enlistment for which he was paid a 
bonus under this section shall refund that percentage of the bonus that the 
unexpired part of his enlistment is of the total enlistment period for which 
the bonus was paid. 

“(g) The Secretary concerned may prescribe regulations for the admin- 
istration of this section in his department.” 


44991—54 





928 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


SECTIONAL ANALYSIS OF A BILL TO FurTHER AMEND TITLE II OF THE CAREER 
COMPENSATION AcT oF 1949, AS AMENDED, TO PROVIDE FOR THE COMPUTATION OF 
REENLISTMENT BONUSES FOR MEMBERS OF THE UNIFORMED SERVICES 


Section 1 amends section 207 of the Career Compensation Act of 1949 to limit 
its applicability to present members of the uniformed services, and those mem- 
bers who are discharged or released from active duty not more than 90 days 
before the enactment of this amendatory act and who reenlist within 90 days 
after discharge or release from active duty, who do not elect to be covered by 
the new section 208 of the Career Compensation Act of 1949 which would be added 
hy section 2 of the bill. 

Section 2 amends title II of the Career Compensation Act of 1949 by adding 
a new section 208. 

Subsection (a) authorizes the payment, according to a table, of a reeenlist- 
ment bonus to a member of a uniformed service who reenlists in the service 
concerned within 90 days after his discharge. The main features of the table 
are that a member receives a proportionately greater bonus for his first reenlist- 
ment than for a subsequent one, and the amount of the bonus depends upon the 
grade achieved by the member during his prior enlistment. Further, no reen- 
listment bonus may be paid to a member in pay grade E-1 or E-2 upon his 
second reenlistment, or to a member in pay grade E-1, E-2, or E-3 upon his 
third or subsequent reenlistment. 

Subsection (b) provides that no bonus may be paid to a member who reenlists 
after completing a total of 20 years of active Federal service, and that any bonus 
payable to a member who reenlists before completing a total of 20 years of such 
service is computed by using as a multiplier in the table in subsection (a) only 
that number of years for which the member reenlists, which, when added to his 
previous service, totals 20 years. 

Subsection (c) provides that the total cumulative reenlistment bonus which 
may be paid to a member is $2,000. 

Subsection (d) provides that an officer who reenlists in the service concerned 
within 90 days after his release from active duty as an officer is entitled to a 
honus if he served in an enlisted status in the service concerned immediately 
before his service as an officer. In such a case, however, the bonus is computed 
ly employing the basic pay of the grade in which the officer is enlisted, rather 
than the grade from which he was discharged, in the table in subsection (a). 

Subsection (e) defines reenlistment for the purposes of this section. 

Subsection (f) provides that a member who voluntarily, or because of his own 
misconduct, does not complete an enlistment for which he was paid a bonus shall, 
under regulations approved by the Secretary of Defense or by the Secretary of 
the Treasury if the member is in the Coast Guard, refund that percentage of 
the bonus that the unexpired part of his enlistment is of the total enlistment 
period for which the bonus was paid. 

Subsection (g) authorizes the Secretary concerned to prescribe regulations 
for the administration of the provisions of this act in his department. 
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ReEvIsep INDEX 


ALPHABETICAL INDEX OF LEGISLATIVE PROPOSALS INCLUDED IN APPENDIX © OF 
VOLUME I OF THE DEPARTMENT OF DEFENSE LEGISLATIVE PROGRAM FOR 1954 
Short title Page No 

Absentee Voting, Revision of Laws Relating to (DOD 83-259) C-64 

American Red Cross, Reimbursement of Audit Service (DOD 83-271) C-39 

Authorize Medical Care for Dependents (DOD 83-284) C-113 

Career Compensation Act, Amend Section 207 (a) re Refunding of Re- 
enlistment Bonus (DOD 83-274) an sebiionk ‘ si 

Civilian Personnel, Retirement Annuities of Teaching Staffs of Naval 
Academy and Postgraduate School (DOD 83-102) erere lets 

Contingency Option Act, Amend Section 8 (a) To E xte ond Period of E lec- 
tion to One Year (DOD 83-308) ee a ee eis 

Contracts for Defense Reserve Facilities, Extend Public Law 130, 83d 
Congress, Relating to (DOD 83-2938) 

Decorations and Awards, Waive Time Limitation for Issuance in Cer- 
tain Cases (DOD &3—269)__-_- id r 

Disbursing Officers, Permanent Authority for Re lie f of (DOD 83 280) 

Disbursing Officers, Provide Permanent Authority for Foreign Exchange 
Transactions (DOD 83-262) ------ we ie 

Disbursing Officers, Relief of Col. Walter E. Ahearn and “Others (DOD 
83-283 ) __-. etuied ‘ ad en 

Doctors Draft Act Amendment, Retention of Medical Specialists in a 
Professional Capacity in an Enlisted Grade or Rank (DOD 83-301) _ 

Fire Protection, Mutual Aid Agreements (DOD 83-186) . 

German Paintings, Authorize Transfer to Australian Governme nt (DOD 
83-291 ) _ ae or : 

Hospitalization of Insane Persons Presently in Public Health Service 
Facilities, Transfer of ae From Army to Health, Educa- 
tion, and Welfare (DOD 83-282) - ‘ 

Information and Education, Armed Forces Personnel (D¢ 1D 83-55) _-- 

Judge Advocate’s Promotion List, Integration of (DOD 83-298) 

Korea, Military Assistance (DOD 83-62) : lB cin 

Medical Officers, Professional Examination (DOD 83-120) _- 

Military Personnel: Morale, Welfare, and Recreational Facilities (DOD 
83-183 ) jaa willie bt pa F ited 

Missing Persons Act, General Revision (DOD 83-83) 

Naturalization, Removal of Lawful Admission Requirement for Cer- 
tain Servicemen (DOLD 838-216) ; : 

Naval and Marine Corps Reserve, Remove Statute of Limitations for 
Filing of Claims by (DOD 83-278) _.___-----_----_- pee asediia 

Nurses, Authorize Crediting Service with Public Health Ser rvice for 
Longevity (DOD 83-268) ___----_- Se nach eaten’ uitied wuntls 

Officer Personnel Act, Amend Section ‘14 re the Retention of Certain 
Major Generals Beyond the Age of Sixty Years (DOD 83-279) 

Officers, Authorize Promotion of While in an Absence Status (DOD 
83-258 ) _ 7 et tes Oi ie tt: 

Ohio, Columbus, Transfer to Navy From Reconstruction Finance Cor 
poration, Without Reimbursement, Certain Real Property (DOD 
83-285 ) onal see . ‘ . C18 

Point of Order Bill (DOD 83- aid steuisandieit iki 181 

Property, Including Reali Saar Include Air Fore e in Authorization for 
Interchange of (DOD 83-245 alse : . 233 

Puerto Rico, Conveyance of dan Patricio Gasoline Storage Project, San 
Juan (DOD 83-294) 

Reenlistment Bonuses—Revision of Section 207 of the Career Compensa- 
tion Act (DOD 83-290) ____-__ Aves ae aa 

Reserves, Credit for Certain Types of Service (DOD Dy nine tdci 

Reserves, Equalization of Benefits (DOD 83 39) --—- ae 

Servicemen’s Readjustment Act, Amend Section 300 To Deny Veterans’ 
Benefits to Those Discharged Under Any Type of Court Martial (DOD) 

85-277 ) -.-__.- tt ils 

Transports ation, Authorize Expenditure for Return of Household Goods 
and Personal E ffec ts Despite Weight Limitations Under Certain Con- 
ditions (DOD 83-286) al Set R ial ee he SS, 

Universal Military raising and Service Act, Amend Section 9 (a) to 
Forgo Final Physical Examination for Inductees Continued on Active 
Duty in Another Status (DOD 83-264)____- 

Vessels, Composition of United States Navy (DOD 83- 57) 
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LIST OF PROPOSALS IN APPENDIX C OF VOLUME I OF THE DEPARTMENT OF DEFENSE 
LEGISLATIVE PROGRAM FOR 1954 IDENTIFIED BY DEPARTMENT OF DEFENSE (DOD) 
NUMBER 

DOD No. Short title Page No 

S34 Point of Order Bill_ i — : Jodie C181 

83-5 Reserves, Credit for Certain Types of Service__--~-- : . C55 

83-39 Reserves, Equalization of Benefits__.~~—- : : C-10 

83-55 Information and Education, Armed Forces I ersonnel_ 

83-57 Vessels, Composition of United States Navy_-_- wil aiG ideas —88 

83-62 Korea, Military Assistance__ ii 7 aa C1 

83-83 Missing Persons Act, General Revision Lue eink too ae 

83-102 Civilian Personnel, Retirement Annuities of Teaching Staffs of 

Naval Academy and Postgraduate School asta Seis Sa 

83-120 Medical Officers, Professional Examination C-30 

83-183 Military Personnel: Morale, Welfare, and Rec reational Fac ilities C-229 

83-186 Fire Protection, Mutual Aid Agreements Se C44 
: Naturalization, Removal of Lawful Admission Requirement for 

Certain Servicemen —--~ O- 
245 Property, Including Real E rst ate, Include Air Force in Author- 
ization for Interchange of ei -233 
Officers, Authorize Promotion of W hile in an . Absence e Status — 
Absentee Voting, Revision of Laws Relating to__- Se eeasin | 
Disbursing Officers, Provide Permanent Authority for Foreign 
Transactions aS C-2 
Universal Military Training and Servi ice “Ac Se Amend Sec. 9 (a) 
To Forego Final Physical Examination for Inductees Con- 
tinued on Active Duty in Another Status______._._-_-_-____._._._.. C-61 
Nurses, Authorize Crediting Service with Public Health Service 
for Longevity — Se ai C-53 
Decorations and Awards, Ww: aive 2 T ime L imitation for Issuance 
in Certain Cases . C-126 
American Red Cross, Reimbursement of Audit Service C-39 
Career Compensation Act, Amend Sec. 207 (a) Re Refunding of 
Reenlistment Bonus _.. C-85 
Servicemen’s Readjustment Act, , Amend Sec. 300 To Deny Vet- 
erans’ Benefits to Those Dischs — Under Any Type of Court 
Martial sian - 2 waa kee 
Naval and Marine C orps Reserve, “Remove Sts itute of Limita- 
tions for Filing of Claims by dined bein ack > hae 
Officer Personnel Act, Amend Sec. 514 Re the Retention of Cer- 
tain Major Generals Beyond the Age of Sixty Years C-164 
Disbursing Officers, Permanent Authority for Relief of_.-_.._.._.. C-—223 
Hospitalization of Insane Persons Presently in Public Health 
Service Facilities, Transfer of Responsibility from Army to 
Health, Education, and Welfare C-220 
Disbursing Officers, Relief of Col. Walter E. Ahearn and Others C—146 
Authorize Medical Care for Dependents___-_- C-113 
Ohio, Columbus, Transfer to Navy from Reconstruc tion Finance 
Corporation, Without Reimbursement, Certain Real Property C-—169 
Transportation, Authorize Expenditure for Return of Household 
Goods and Personal Effects Despite Weight Limitations under 
Certain Conditions___— ‘ a 
Reenlistment Bonuses—Revision of Sec. 207 of the Career rc om- 
pensation Act____--_~- ates ere ie eeialteetaceees «SE 
291 German Paintings, Authorize Transfer to Australian Govern- 
Me osc ; aS Cc 
298 Contracts for Defense Reserve Facilities, Extend Public Law 
130, 838d Cong., Relating to es ee 
§-294 Puerto Rico, Conveyance of San Patricio G asoline Storage Pro- 
ject, San Juan C-214 
298 Judge Advoe ate’s Promotion List, Integration of C-156 
301 Doctors Draft Act Amendment, Retention of Medical Specialists 
in a Professional Capacity in an Enlisted Grade or Rank____._ C~-139 
>-503 Contingency Option Act, Amend Sec. 8 (a) To Extend Period 
of Election to 1 year C-148 
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37. Question. We recognize that Public Law 51 of the 82¢ Congress requires 
a period of service in a Reserve component, after release from the active Army, 
of individuals inducted under the Selective Service System. Are you able to 
provide a military home for these obligated reservists by assigning them to a 
Reserve unit or provide some type of training which would permit them to 
discharge their obligation to the Government? 

Answer. Within the present Army Reserve components troop program there 
are adequate spaces to provide a military home for all obligors who might wish 
to participate in a Reserve training program. However, only a small percentage 
of the total number of enlisted obligors avail themselves of the opportunity to 
reduce their period of service in the Ready Reserve through participation in a 
Reserve training program, despite concerted efforts on the part of commanders 
of local Reserve units to induce them to participate. As an exception, consider- 
able success has been experienced in California in recruiting obligors into the 
National Guard. 

At the present time there is in operation in one State within each Army area 
an experimental program in which enlisted obligors upon transfer to the Army 
Reserve are actually assigned to a Reserve unit or are earmarked for a mobili- 
zation assignment with an active force unit or installation. This program has 
had little effect thus far on increasing the participation of these obligors in 
the Reserve training program. 

Officer participation is higher than that of enlisted obligors. 

38. Question. What success is the Navy having in getting discharged personnel 
to affiliate with Organized Reserve units? 

Answer. With respect to United States Navy personnel who enlisted for 4 years 
subsequent to June 19, 1951, and thereby acquired a total 8-year military obli- 
gation, there is no experience on which to answer this question. The first of this 
group who will have a remaining Reserve obligation will not complete their terms 
of active service until June 1955. The trend among reservists who have served 
on active duty is toward affiliation with Reserve training programs upon release 
from active duty. 

89. Question. Are the three services in competition with each other in recruit- 
ing personnel for the Reserve or ROTC programs? 

Answer. There is some competition among the military services with respect 
to recruiting for the Reserve programs, particularly as concerns individuals in 
the 17-to-18\%-year-age group. This competition, on the whole, is healthful 
and desirable. 

Within the Air Force Reserve troop program 14,000 spaces have been made 
available to accommodate individuals in this age group. However, since such 
individuals upon becoming draft liable can be offered only the alternative of a 
4-year term of enlistment in the Regular Air Force, recruiting quotas have not 
been fully met. 

The Navy establishes quotas for the recruiting into the Reserve of individuals 
below draft age, such quotas being related to the ability of the Navy to absorb 
these individuals for 2-year active duty tours upon their becoming draft liable. 

There are no restrictions on the enlistment of predraft age individuals into 
the Army Reserve, but the recruitment of such personnel is not heavy. 

In both the National Guard and the Air National Guard the recruiting of per 
sonnel below draft age has been highly successful because of the statutory pro- 
vision for draft deferment of such individuals as long as they participate 
satisfactorily. 

In connection with the procurement of personnel for the ROTC program, there 
is no interservice competition in the usual sense. Each service takes measures to 
acquaint prospective students with its respective ROTC program but no attempt 
is made toward active recruitment. 

Competition, as such, would be precluded to a large extent by the distribution 
of ROTC units. Of the total number of schools at which ROTC units operate, 
approximately 71 percent have units of only 1 service, 17 percent have Army and 
Air Force units, 8 percent have units of all 3 services, and 4 percent have 
Navy units along with units of either the Army or the Air Force. 

In institutions where both the Army and Air Force operate ROTC units, joint 
policies preclude active competition between the two services. Rather it is left 
to the discretion of the institution concerned to make whatever effort is necessary 
to maintain ROTC units of both services at peak strength and effectiveness. 

The Navy is restricted by law to the total number of only 15,000 students to be 
enrolled in the overall Naval ROTC program and procurement involves strict 
selection between applicants. 
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40. Question. How is morale being affected by the so-called elimination or 
curtailment of the fringe benefits? Do you have any statistics to show how many 
men have left the service due to a lack of such benefits? 

Answer. Comprehensive surveys indicate conclusively the two greatest causes 
of service dissatisfaction have to do with instability of assignment (with its 
attendant hardships and interruptions of family life) and increasing inability 
to cope with increased living costs. Thus, the situation is particularly acute 
for personnel with dependents. Approximately 81 percent of officers and 33 per 
cent of enlisted personnel have families. 

Acknowledging an inability to compete with the wage scales provided by 
industry, the category of personnel with dependents is most effectively aided 
by improving compensatory benefits as this compensation directly reduces costs 
of living, but with a lesser budgetary impact. 

Apart from considerations of cost, the withdrawal of conrmpensatory benefits 
has an adverse morale impact far out of proportion to the resultant increased 
costs of living. Such benefits have traditionally been employed to improve the 
attractiveness of service and their withdrawal is interpreted by career personne] 
as a breach of faith if not terms of contract. The resultant insecurity is most 
persuasive to encourage career personnel to leave service. 

While no overall figures are available, the curtailment of benefits is one 
of the causes most frequently voiced by officers tendering their resignations. 
It is likewise high among the causes for nonreenlistment expressed either 
directly or as an inability to meet living costs and properly provide for families. 

In encouraging reenlistment and career service, we are forced to acknowledge 
direct competition with industry. There has been a remarkable development 
of benefits within industry during the past 20 years. As a result the armed 
services are in an increasingly unfavorable position to compete even in this 
area. 

41. Question. The USAF Personnel Report of September 1, 1953, reported a 
survey of 427,320 first-term enlistees and their reasons for not reenlisting. It 
was noted that at least 86.1 percent gave reasons in no way relating to “fringe 
benefits.” The other 13.9 percent gave as their reasons more money in Civilian 
life: recreation facilities and housing. Would you are to comment on this 
report? 

Answer. The survey referred to was designed to determine what internal cor- 
rective action could be taken by the Air Force to stimulate the reenlistment of 
airmen in their first enlistment. The questions were not such as to elicit com- 
ment on compensatory benefits which are not subject to administrative action 
within the Air Force. The figures cited in the questions are not believed repre 
sentative of the service attitude. 

Subsequent to the above survey, a survey has been conducted including all 
Air Force personnel asking which item would contribute most toward increas- 
ing the value of an Air Force career. This survey included all personnel and 
not just those reenlisting for the first time. The result indicated that over 50 
percent of all airmen selected as the most important of 10 items—increased pay. 
It is interesting to know that 30 percent of all officer personnel surveyed also 
considered increased pay as the most important item which would contribute 
toward increasing the value of an Air Force career. As indicated in the answer 
to question 40, “increased pay” is also interpreted as “decreased costs of liv 
ing’ through provision of compensatory benefits in lieu of pay. 

42. Question. Dr. Hannah, will you give us your interpretation of the proviso 
inserted in section 720 of the defense appropriation bill by the House, and which 
reads as follows: 

“Provided, That whenever, in the opinion of the Secretary of the military 
department concerned, the direct substitution of graded civilian personne] for 
an equivalent or greater number of military personnel will result in economy 
without adverse effect upon national defense, such substitution may be accom- 
plished without regard to the foregoing limitation, and such funds as may be 
required to accomplish the substitution may be transferred from the appro- 
priate military personnel appropriation to, and merged with, the appropriation 
charged with compensation of such graded civilian personnel.” 

Answer. I interpret this provision as not requiring any increase in the com- 
bined military and civilian strength. 

43. Question. What, in your opinion, will be the net effect of this provision? 

Answer. It will have the effect of causing an increase in the civilian graded 
strength over and above the 475,000 graded ceiling at the same time that very 
close to a comparable reduction will be made in the military strength. 
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We have requested an amendment to this provision, however, to the effect that 
the transferability of funds will apply to wage board as well as Classification 
Act employees. 

With our proposed amendment there will be considerably greater flexibility 
in the hiring of civilians, with resultant greater dollar savings. Despite the 
greater anticipated savings, in no case will military be replaced to the extent 
that there will be any limitation on military rotation billets. 

The acceptance by Congress of the “substitution proviso” will give the Air 
Force, for example, the flexibility it requires to attack the problem of reducing 
projected military personnel requirements which exceed ceilings by 438,000 in 
tiscal year 1956 and 67,300 in fiscal year 1957. The Air Force, if it is to attain 
within the planned military personnel ceiling the balance of skills required for 
its end-force objective and avoid yearly disruption of its training programs, must 
start action in fiscal year 1955 to overcome these deficits. 


Porr Factuitires at SAN FRANCISCO 
ADMINISTRATIVE PERSONNEL AT OAKLAND PORT 
(See p. 802) 


DEPARTMENT OF THE NAvy, 
MILITARY SEA TRANSPORTATION SERVICE, 
Washington, D. C., June 1, 1954. 
Hon. HoMER FERGUSON, 
Chairman, Defense Appropriations Subcommittee, 
United States Capitol, Washington, D. C. 

My DrAr SENATOR FerGUSON: During the hearing of your subcommittee held 
May 26, 1954, on the suggested use of commercial piers in San Francisco by 
the United States Army, you requested that the number of personnel employed 
at the Naval Supply Center, Oakland, be furnished for the record. The Chief 
of the Bureau of Supplies and Accounts, Department of the Navy, has furnished 
these figures which I am forwarding to you. 

As of March 31, 1954, the breakdown of personnel employed at the Naval Sup 
ply Center, Oakland, was: 


Navy: 
Officer __ 
Enlisted_ 


Total 
Civilian : 
Graded —- 
Ungraded __ 
Total__-_ 
Grand total- il i sie 2 


Of this number the personnel employed in waterfront cperations, exclusive of 
barge operation, was: 
Navy: 
Officer 
Enlisted 


Total_- 
Civilian : 
Civil service 
Contract__ 


Weeks... 4. cee 


Grand total__ 
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These personnel perform duties including stevedoring, terminal handling, and 
waterfront documentation. The remaining 7,509 personnel are engaged in vari- 
ous other supply activities which include such functions as stock, technical, in- 
ventory, receipt, and issue control; packing; storage; preservation ; and fiscal and 
accounting procedures. 

If I can be of any further assistance to you please do not hesitate to call upon 
me, 

Sincerely yours, 
F. C. DENEBRINK, 
Vice Admiral, United States Navy, 
Commander Military Sea Transportation Service. 


Senator Frrcuson. This concludes the hearings on the Department 
of Defense. 

(Whereupon, at 4:30 p. m. Wednesday, May 26, 1954, the hearing 
was closed.) 
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Abendroth, Maj. Gen. W. H ; 309, 5 
Anderson, Hon. Robert B : , ane 
Asensio, Maj. Gen. Manuel J cial 166, 205, 2438, 2 
Atherton, Warren H_---~-- 

Bartlett, Hon. EB. L.----- 

Bishop, A. T id : 

Bond, Col. Van H_----- 

Botkin, Harold M_---- 
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Carney, Adm. Robert B 

‘arter, Brig. Gen. William A- 
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Manseau, Rear Adm. Bernard E 

Matchett, Francis J 

McNamara, Brig. Gen. Andrew T 
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Melton, Lt. Col. BE. R a 
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Pitcher, Maj. Gen. Oliver S 
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Radford, Adm. Arthur W 

Rau, Col. Charles G 

Reagan, Frank J 

Ridgway, Gen. M, B_- 
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Roderick, Hon. George H 
Rosenthal, Isadore : 
Royar, Rear Adm. Murrey L 
Schoeffel, Rear Adm. Malcolm F 
Shelton, Edgar G., Jr ; E 
Shepherd, Gen. Lemuel C., Jr_- 
Shoup, Brig. Gen. David M 
Solomons, Rear Adm. Edward A- 
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Stickney, Capt. Fred R 

Stone, Brig. Gen. William 8S 
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Talbott, Hon. Harold E 
Taylor, Lt. Col. C. C 
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Turner, Kenneth 

Twining, Gen. Nathan F 
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Watkins, Rear Adm. Frank T_- 
Weatmoreland, Brig. Gen. W. C 
White, Hon. H. Lee 

Wilson, Hon. Charles E ; 
Wilson, Brig. Gen. Winston P_- 
Wise, Lt. Col. W. D : 
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Young, Lt. Col. Harold S_- 
Yount, Maj. Gen. Paul F 
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CHRONOLOGICAL DAYS OF HEARING 


March 15, 1954—OSD, Army, Navy, and Air Force 
March 16, 1954—OSD, JCS 

May 11, 1954—OSD 

May 12, 1954—OSD 

May 13, 1954—OSD 

May 18, 1954—<Air Force 

May 21, 1954—Army 

May 24, 1954—Navy 

May 25, 1954—DOD 
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